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INVESTIGATION  OF  INSURANCE  COMPANIES  AND  OFFICE  OF  COMMIS- 
SIONER OF  INSURANCE  IN  THE  DISTRICT  OF  COLUMBIA. 


Subcommittee  of  the 
Committee  on  the  District  or  Columbia, 

House  of  Representatives, 
Washington,  D.  C,  January  13, 19] 3. 

The  subcommittee  met  at  10  o'clock  a.  m.,  pursuant  to  adjournment, 
Hon.  Ben  Johnson  (chairman)  presiding. 

Present,  in  addition  to  the  members  of  the  committee :  Hon.  Cuno 
H.  Eudolph,  Commissioner  of  the  District  of  Columbia ;  Francis  H. 
Stephens,  assistant  corporation  counsel  of  the  District  of  Columbia ; 
Mr.  J.  S.  Easby-Smithj  counsel  to  the  superintendent  of  insurance  of 
the  District  of  Columbia ;  Messrs.  Charles  A.  Douglas  and  Charles  F. 
Carusi,  representing  the  Commercial  Fire  Insurance  Co.,  the  First 
National  Fire  Insurance  Co.  of  the  United  States,  and  the  Washing- 
ton Loan  &  Title  Co. 

Mr.  Johnson.  Mr.  Carusi  and  Mr.  Douglas,  I  address  you  both  first 
because  I  do  not  know  which  one  of  you  I  should  address  more  par- 
ticularly. 

The  clerk  of  the  committee,  Rogers  Gore,  a  few  moments  ago  said 
to  me  that  Mr.  Godwin,  a  reporter  for  the  Star — Washington  Star — 
who  is  now  present,  said  that  my  attitude  in  this  investigation  would 
be  favorable  toward  the  insurance  companies  for  the  reason  that 
my  brother  down  in  Kentucky  had  stock  in  one  or  the  other  of  these 
insurance  companies.  I  have  just  telegraphed  my  brother,  asking  him 
whether  or  not  he  has.  As  a  matter  of  fact,  I  have  not  seen  him  for 
well  on  to  a  year,  and  I  have  had  no  sort  of  communication  with  him 
in  months.  I  never  mentioned  this  matter  to  him,  either  directly  or 
indirectly.  He  has  never  mentioned  it  to  me,  either  by  letter  or  other- 
wise, and  I  do  not  know  whether  he  has  stock  or  not,  but  whether  he 
has  or  has  not  will  make  no  difference  to  me ;  but  to  satisfy  both  my 
curiosity  and  to  know  why,  as  Mr.  Godwin  has  just  said  to  Mr.  Gore, 
a  persistent  rumor  was  going  around  to  the  effect  that  my  brother  did 
have  stock,  I  would  like  to  know  whether  he  has  or  not — Lee  Johnson, 
Smithfield,  Ky.    Can  you  ascertain  over  the  telephone  ? 

Mr.  Carusi.  I  can  ascertain.    I  do  not  know. 

Mr.  Douglas.  Is  he  your  only  brother  ? 

Mr.  Johnson.  He  is  my  only  brother ;  yes. 

Mr.  Carusi.  I  do  not  know. 

Mr.  Johnson.  Can  you  ascertain  over  the  telephone  and  let  me 
know  ? 

Mr.  Carusi.  Yes,  sir. 

Mr.  Godwin.  Mr.  Johnson,  may  I 

Mr.  Johnson  (interposing).  Yes;  I  would  like  if  you  would  come 
around  and  make  a  statement. 
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TESTIMONY  OF  MR.  EARL  GODWIN. 

The  witness  was  thereupon  duly  sworn  by  the  chairman. 

Mr.  Godwin.  I  am  on  the  Evening  Star,  AYashington. 

Mr.  Johnson.  I  have  been  hounded  around  Washington  until  I 
am  not  going  to  stand  it  a  minute  longer. 

Mr.  Godwin.  What  the  chairman  said  is  almost  verbatim  of  what 
I  asked  Mr.  Gore,  with  the  exception  that  I  did  not  mention  to  Mr. 
Gore  anything  about  ISIr.  Johnson's  attitude  in  the  matter.  The 
persistent  rumor  that  he  speaks  of 

Mr.  Johnson  (interposing).  Please  tell  from  whom  you  heard  it. 

Mr.  Godwin.  I  do  not  Imow  the  man's  name,  but 

Mr.  Johnson  (interposing).  You  should  know.     Find  out. 

Mr.  Godwin.  He  is  a  member  of  the  press  gallery,  and  I  could 
find  out.    He  is  a  reportei-  for  one  of  the  press  associations. 

Mr.  Johnson.  Do  you  know  what  paper? 

Mr.  Godwin.  The  Hearst  service,  I  think.  He  is  a  young  man 
with  whom  I  have  no  dealings,  except  to  speak  to  him  now  and  then, 
and  he  spoke  to  me  about  five  minutes  before  I  entered  this  build- 
ing  

Mr.  Johnson  (interposing).  To-day? 

Mr.  Godwin.  To-day.    What  he  said  was  this : 

"  It  might  be  interesting  to  know  that  I  have  heard  on  two  or 
three  occasions,  and  as  late  as  Saturday  afternoon,  that  Mr.  John- 
son, chairman  of  the  committee  " — strike  out  the  last  of  it.  What  he 
said  was  this,  that  "  it  might  be  interesting  for  you  to  know  that  the 
list  of  stockholders  of  the  insurance  companies  contain  the  name  of 
Eepresentative  Johnson's  brother."  Now,  I  made  a  remark  to  him, 
something  of  this  sort,  that  I  had  heard  the  same  thing  once  or  twice 
before. 

Mr.  Johnson.  Whom  did  you  hear  it  from? 

Mr.  Godwin.  From  other  people  in  the  city. 

Mr.  Johnson.  Who? 

Mr.  Godwin.  Whose  names  I  do  not  recall. 

Mr.  Johnson.  You  are  not  able  to  tell 

Mr.  Godwin  (interposing).  I  am  not  able  to  recall,  but  I  am  go- 
ing to  tell  you  all  I  do  recall  on  the  subject  because  I  want  to  make 
myself  clear  before  the  committee  and  before  you.  I  had  heard  from 
Arthur  Crock,  I  believe,  that  a  constituent  of  Mr.  Johnson's  had 
expressed  some  interest  in  one  of  these  companies,  had  written  to 
him  and  asked  him  to  give  him  some  information,  my  belief  at  the 
time  being  that  he  had  received  either  an  opportunity  to  subscribe  to 
stock 

Mr.  Johnson  (interposing).  Who  had? 

Mr.  Godwin.  That  the  constituent  I  am  speaking  of  had  received 
this  opportunity  to  subscribe  to  stock,  or  was  contemplating  taking 
out  a  policy. 

Mr.  Johnson.  Did  he  say  what  I  advised  him  to  do  about  it  ? 

Mr.  Godwin.  No.  Now,  when  I  saw  Mr.  Gore  this  morning,  I  told 
him,  walking  down  the  hall,  that  I  had  heard  of  this  rumor,  which  I 
have  just  spoken  of,  about  the  young  man  in  the  press  association, 
and  that  it  might  be  a  good  thing  to  look  into  because,  while  my 
paper  is  not  in  the  habit  of  making  news  of  that  particular  type  of 
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information,  unless  it  is  developed  in  testimony,  I  would  like  to  know- 
all  that  was  going  on. 

Mr.  Johnson.  I  want  to  know  if  anybody  has  said — now,  my 
brother  has  got  a  right  to  invest  in  this,  or  that,  just  as  he  chooses, 
but  whether  he  has  invested  or  not,  I  do  not  know ;  but  if  the  accusa- 
tion is  to  be  made  by  anybody  that  his  having  done  so,  or  not  having 
done  so,  is  to  affect  me,  I  want  to  find  the  man  that  has  intimated  any- 
thing of  that  kind. 

Mr.  Godwin.  Well,  I  can  look  up  the  man  that  gave  me  that  in- 
formation. 

Mr.  Johnson.  Yes.  Now,  did  he  say  or  did  he  intimate  that  that 
would  influence  my  conduct  upon  this  committee  ? 

Mr.  Godwin.  Not  in  the  slightest.  I  am  very  glad  to  say  he  did 
not,  as  the  only  interest  he  had  in  it  was  the  ordinary  interest  of  a 
young  newspaper  man,  who  Hears  news  collateral  to  a  hearing  on  the 
outside  of  a  hearing,  which  might  develop  into  what  is  ordinarily 
loiown  as  "  a  story." 

Mr.  Johnson.  Well,  that  is  a  lie,  instead  of  a  story,  if  anybody  saj^s 
that  I  have  ever  heard  of  it  before. 

Mr.  Godwin.  Well,  there  you  are.    That  is  the  end  of  that. 

Mr.  Johnson.  Have  you  heard,  Mr.  Carusi? 

Mr.  Caetjsi.  They  are  inquiring  now  with  respect  to  both  companies. 
I  may  say,  Mr.  Chairman,  for  your  information,  that  so  far  as  I 
know  the  only  list  of  the  stockholders  that  ever  went  out  of  the 
oiBce  was  the  one  that  Mr.  Curry  produced  here  during  this  testi- 
mony, of  the  Commercial  stockholders,  and  we  have  not  completed 
making  up  the  two  lists  as  yet. 

Mr.  Eedfield.  Mr.  Godwin,  did  you  hear  any  rumors  about  any 
other  members  of  the  committee? 

Mr.  Godwin.  No. 

Mr.  Eedfield.  At  that  time  or  any  other  time?- 

Mr.  Godwin.  No. 

Mr.  Redeield.  Any  other  statements  made  about  them  in  any  way  ? 

Mr.  Godwin.  Nothing  at  all. 

Mr.  Redfield.  I  beg  your  pardon? 

Mr.  Godwin.  Nothing. 

Mr.  Redfield.  That  is  all,  as  far  as  I  am  concerned. 

Mr.  Douglas.  Gentlemen,  I  think  that  rumor  ought  to  be  traced 
to  its  source. 

Mr.  Johnson.  I  think  so. 

Mr.  Douglas.  Traced  to  its  source. 

Mr.  Johnson.  Yes,  sir;  I  think  so. 

Mr.  Douglas.  Without  regard  to  whom  it  hits,  and  I  would  take 
the  liberty  of  suggesting  that  Mr.  Godwin  give  the  name  of  this 
young  man. 

Mr.  Johnson.  What  is  the  name  of  the  young  man  who  told  you? 

Mr.  Godwin.  I  can  let  you  know,  probably  to-day. 

Mr.  Johnson.  Oh,  I  want  to  know  this  morning.  I  want  to  send 
a  subpcEna  and  get  him  and  bring  him  here. 

Mr.  Godwin.  Can  I  get  a  Congressional  Directory  ? 

Mr.  Johnson.  Yes,  sir;  I  want  to  trace  him  down.  Whether  my 
brother  has  stock  or  whether  he  has  not  is  of  no  moment  to  me; 
but  I  want  to  find  out  the  name  of  the  man  who  has  indicated  that 
that  would  affect  me  in  the  least. 


1114  INVESTIGATION   OF   INSUEANCE   COMPANIES. 

Mr.  Godwin.  I  think  it  was  Mr.  S.  T.  Early. 

Mr.  Johnson.  Mr.  Gore,  issue  a  subpoena  for  Mr.  S.  T.  Early. 
Maybe  he  will  be  found  in  the  Press  Gallery  this  morning. 

Mr.  Godwin.  He  is  a  member,  according  to  this  list  here,  of  the 
United  Press  Association,  and  his  headquarters  are  at  the  Press 
Gallery. 

Mr.  Douglas.  Shall  we  proceed  in  the  meanwhile,  Mr.  Chairman? 

Mr.  JoHNsox.  I  believe  I  would  ask  the  committee  to  wait  just  a 
few  moments.  I  would  like  to  get  Early,  if  I  could,  right  now.  I 
will  tell  of  some  attempts  to  bribe  me,  before  I  get  through  with  this. 
Put  that  in  the  record. 

Mr.  Rudolph,  do  you  think  it  is  so  that  Col.  Judson  could  be 
here?     I  would  be  very  glad  to  have  him  here. 

Commissioner  Eudolph.  Very  well,  sir;  I  will  see  if  I  can  get 
him  on  the  phone.  It  is  barely  possible,  Mr.  Chairman,  he  is  going 
out  with  the  committee 

Mr.  Johnson  (interposing) .  I  hope  he  will  not  go. 

Commissioner  Eudolph.  You  would  like  to  have  him  come  right 
down,  would  you  ( 

Mr.  Johnson.  Yes,  sir.  I  would  suggest  that  you  have  the  cus- 
todian of  your  stock  list  to  come  here  and  testify,  Mr.  Carusi. 

Mr.  Carusi.  Do  you  want  him  right  away.  Mr.  Chairman? 

Mr.  Johnson.  Yes,  sir. 

Mr.  Johnson.  Col.  Judson,  you  have  been  interested  in  this  in- 
vestigation since  its  inception.  There  is  a  matter  which  has  arisen 
this  morning,  which,  in  order  that  you  may  be  thoroughly  acquainted 
with  it,  I  will  ask  the  stenographer  to  read  the  record  to  you. 

The  stc'nographer  thereupon  read  the  record  up  to  this  point. 
TESTIMONY  OP  MR.  U.  G.  SMITH. 

The  witness  was  duly  sworn  by  the  chairman. 

]\Ir.  Johnson.  Mr.  Eedfield,  you  interrogate  him. 

Mr.  Eedfield.  State  vonr  name,  address,  and  occupation. 

Mr.  Smith.  U.  G.  Smith. 

Mr.  Eedfield.  And  what  is  your  occupation,  Mr.  Smith? 

Mr.  Smith.  Secretary  to  Congressman  Eedfield. 

Mr.  Eedfield.  ]Mr.  Smith,  did  you  have  any  conversation  yester- 
day with  any  person  relating  to  the  chairman  of  this  committee? 

Mr.  Smith.  His  name  was  brought  into  the  conversation. 

Mr.  Eedfield.  Will  you  state  the  conversation  in  full  ? 

Mr.  Johnson.  Now,  ''  the  chairman  of  this  committee  " — just  call 
my  name. 

Mr.  Eedfield.  The  chairman  of  this  committee,  Mr.  JohnSori. 
Will  you  state  the  conversation,  saying  with  whom  it  was  and  what 
was  said  respecting  Mr.  Johnson? 

Mr.  Smith.  Just  respecting  Mr.  Johnson? 

Mr.  Eedfield.  Yes.    I  will  ask  you  questions  about  the  rest  later. 

Mr.  Smith.  Mr.  Gilbert  Clark 

Mr.  Johnson  (interposing).  Who? 

Mr.  Smith.  Gilbert  Clark. 

Mr.  Eedfield.  What  did  he  say? 
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Mr.  Smith.  "Why,  he  brought  up  the  question  of  this  investiga- 
tion, and  toward  the  close  of  the  argument  between  us  he  said,  "  Why, 
we  hear  that  Mr.  Johnson's  brother  is  a  stockholder  in  the  com- 
panies," and  my  reply  was  that  "  I  do  not  think  that  you  folks  have 
to  hear  anything.    You  know."    That  is  all  there  was  said  about  it. 

Mr.  Redfield,  Now,  is  Mr.  Clark — Mr.  Gilbert  Clark — with  whom 
you  talked,  a  brother  of  Mr.  Allen  C.  Clark,  a  director  of  the  Com- 
mercial Fire  Insurance  Co.? 

Mr.  Smith.  That  is  my  understanding. 

Mr.  Redmeld.  And  the  secretary  of  the  Equitable  Life  Insurance 
Co.,  of  Washington? 

Mr.  Smith.  I  believe  he  is. 

Mr.  Redfield.  Now,  did  Mr.  Clark  say  anything  to  you  at  that 
time  about  any  other  member  of  the  committee ;  and  if  so,  whom,  and 
what  did  he  say? 

Mr.  Smith.  Well,  the  way  he  came  to  speak  to  me  was  he  brought 
up  your  name,  Mr.  Redfield. 

Mr.  Redfield.  Tell  fully  all  he  said. 

Mr.  Smith.  If  you  will  permit  me,  he  said,  "  I  see  that  Mr.  Red- 
field  is  occupying  the  center  of  the  stage  up  there  in  the  investiga- 
tion," and  I  laughed  and  I  said,  "  What  do  you  mean?"  "  Why,"  he 
said,  "  that  investigation  is  going  to  fall  flat ;  they  are  investigating 
everything  but  the  insurance  department."  He  says,  "  It  looks  to  us 
people  very  much  as  though  Mr.  Redfield  was  in  the  employ  of  Mr. 
Stellwagen  to  get  Mr.  Stellwagen  out  of  a  big  hole." 

Mr.  Redfield.  Is  that  all  that  he  said? 

Mr.  Smith.  That  was  all,  outside  of  about  Mr.  Johnson — outside 
of  answering  some  of  the  heated  replies  I  made. 

Mr.  Redfield.  That  is  all.     Any  other  questions,  Mr.  Chairman? 

Mr.  Johnson.  Did  anything  that  Mr.  Clark  had  to  say  carry  with 
it  any  kind  of  an  imputation  that,  whether  my  brother  had  stock  in 
either  one  of  these  companies  or  not,  would  influence  me  as  a  mem- 
ber of  this  investigating  committee? 

Mr.  Smith.  No;  I  think  not,  Mr.  Johnson.  His  object  was,  as 
far  as  I  could  judge — the  way  I  accepted  it  was  to  belittle  the  investi- 
gation ;  that  it  was  not  accomplishing  much. 

Mr.  Johnson.  What  did  you  infer  from  what  he  said  relative  to 
my  brother  having  stock  ?  It  must  have  had  some  connection.  Now, 
with  what  did  it  have  connection?  He  meant  to  convey  some  idea 
about  it. 

Mr.  Smith.  Well,  it  could  have  given  this  impression:  That  the 
investigation  was  useless ;  that  the  companies  were  all  right,  and  that 
even  your  brother  held  stock  in  it. 

Mr.  Johnson.  Your  version  of  it,  then,  was  not  as  a  reflection  upon 
me,  but  to  bolster  up  the  company  ? 

Mr.  Smith.  Oh,  I  do  not  think  it  was  any  reflection  on  you.  Con- 
gressman; no. 

Mr.  Johnson.  Let  us  have  Mr.  Clark  come  here.  This  is  a  more 
serious  matter  to  me  than  any  other  part  of  it.  Does  anybody  know 
the  address  of  Mr.  Clark? 

Mr.  Smith.  I  know  it  is  in  the 

A  Voice.  816  Fourteenth  Street  NW.;  the  Equitable  Life  Insur- 
ance Co. 
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Mr.  Johnson.  Mr.  Gore,  make  out  a  subpoena  for  him. 

Mr.  Douglas.  Mr.  Chairman,  he  might  come  on  a  telephone  call. 

Mr.  Johnson.  Well,  that  would  be  better.  In  the  meantime,  may 
I  inquire  whether  the  custodian  of  the  record  which  shows  who  these 
stockholders  are  is  present? 

Mr.  Caeusi.  They  have  been  summoned  by  telephone  and  will  be 
here. 

Mr.  Douglas.  I  would  like  to  ask  a  question,  if  you  do  not  object. 

Mr.  Johnson.  No;  I  do  not  object  at  all.    I  want  it. 

Mr.  Douglas.  Mr.  Smith,  this  conversation  occurred  at  what  time? 

Mr.  Smith.  Last  evening. 

Mr.  Douglas.  Last  evenmg? 

Mr.  Smith.  Yes. 

Mr.  Douglas.  To  whom  had  you  subsequently  related  that  con- 
▼ersation  ? 

Mr.  Smith.  No  one,  only  to  Mr.  Redfield  this  morning. 

Mr.  Douglas.  You  did  not  relate  it  to  Mr.  Early,  a  member  of  the 
press  gallery? 

Mr.  Smith.  No;  I  have  not  seen  ^\r.  Early  this  morning. 

Mr.  Dougl.'vs.  You  have  not  told  anybody  whatever  about  it, 
except  Mr.  Redfield  ? 

Mr.  Smith.  No. 

Mr.  Douglas.  And  you  construed  this  plaleinent  as  furnishing  an 
additional  argument,  in  the  mind  of  Mr.  Clark,  why  he  thought  the 
companies  were  all  right;  that  Mr.  Johnson's  own  brother  had  stock 
in  it? 

Mr.  Smith.  Yes,  sir. 

Mr.  DouoLAS.  And  you  did  not  construe  it  as  .suggesting  at  all 
that  Mr.  Johnson — as  any  reflection  upon  Mr.  Johnson  1 

Mr.  Smith.  No;  I  did  not. 

Mr.  Dougl.vs.  Or  as  a  suggestion  that  it  would  influence  him  in 
the  slightest  degree? 

Mr.  Smith.  No.  The  way  it  struck  me  was  that  the  investigation 
was  falling  flat ;  was  not  accomplishing  what  they  thought  it  was. 

Mr.  Douglas.  Yes. 

Mr.  Smith.  And  then  when  he  brought  in  about  Mr.  Redfield 
being  in  the  pay  of  Mr.  Stellwagen,  why,  then  we  got  a  little  hot. 

Mr.  Douglas.  And  you  have  not  repeated  this  conversation  or  any 
part  of  it  to  anybody  except  Mr.  Redfield? 

Mr.  Smith.  No.  I  might  have  mentioned  something  in  my  own 
home. 

Mr.  Douglas.  Yes;  but  nowhere  else? 

Mr.  Smith.  No.    This  was  late  last  evening  when  this  took  place. 

Mr.  Douglas.  That  is  all. 

Mr.  Peouty.  Where  did  this  conversation  take  place? 

Mr.  Smith.  In  the  northeast — about  a  block  from  where  I  live. 

Mr.  Proutv.  At  your  house? 

Mr.  Smith.  No ;  about  a  block  from  where  I  li\e ;  at  a  church. 

Mr.  Pkouty.  How  long  have  you  known  Mr.  Clark,  the  man  who 
said  this? 

Mr.  Smith.  Why,  I  should  judge,  seven  or  eight  years. 

Mr.  Proutt.  How  did  you  come  to  get  to  talking  about  this 
matter  ? 
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Mr.  Smith.  Why,  he  approached  me,  and  he  knows  I  am  associated 
with  Mr.  Eedfield,  and  he  brought  up  the  conversation  about  the 
investigation. 

Mr.  Pkouty.  Was  it  on  the  street  that  the  talk  took  place  ? 

Mr.  Smith.  It  was  at  Sixth  and  A  Streets  NE. 

Mr.  Prouty.  On  the  street  ? 

Mr.  Smith.  No;  it  was  not. 

Mr.  Redfield.  It  occurred  in  the  church,  did  it  not  ? 

Mr.  Smith.  Yes ;  but  what  has  that  got  to  do  with  it — bringing  in 
the  church  matter  ? 

Mr.  Peoutt.  Well,  did  he  approach  you  for  the  purpose  of  talking 
about  it,  or  was  it  a  merely  accidental  conversation  ? 

Mr.  Smith.  He  was  on  his  way  home,  and  I  was  on  my  way  home, 
and  we  happened  to  meet,  and  he  saluted  me  and  then  brought  up 
about  the  investigation. 

Mr.  Easby-Smith.  Mr.  Smith,  as  I  understand,  Mr.  Clark  well 
knew  that  you  were  Mr.  Eedfield 's  secretary  ? 

Mr.  Smith.  Yes. 

Mr.  Easbt-Smith.  And  when  he  made  the  statement  to  you,  as 
you  put  it,  I  believe,  that  people  generally  thought  that  Mr.  Eedfield 
was  trying  to  get  Mr.  Stellwagen  out  of  a  hole,  did  you  feel  that  he 
made  that — did  his  manner  indicate  that  he  made  it  as  a  criticism  of 
Mr.  Eedfield,  or  did  you  take  it  as  a  joke? 

Mr.  Smith.  I  took  it  as  a  criticism. 

Mr.  Easby-Smith.  You  took  it  as  a  criticism  ? 

Mr.  Smith.  Yes. 

Mr.  Easby-Smith.  He  said  it,  then,  with  full  knowledge  of  your 
relations  with  Mr.  Eedfield  ? 

Mr.  Smith.  Oh,  yes ;  he  certainly  did. 

Mr.  Easby-Smith.  That  is  all.     I  just  wanted  to  clear  up  that. 

Mr.  Johnson.  You  may  be  excused,  Mr.  Smith. 

TESTIMONY  OF  MR.  S.  T.  EARLY, 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Johnson.  Mr.  Early,  Mr.  Godwin  has  just  testified  as  to  a 
conversation  that  he  had  with  you,  or,  to  be  more  accurate,  about 
some  declarations  which  you  made  to  him,  relative  to  my  brother  hav- 
ing stock  in  either  one  of  these  insurance  companies.  Please  tell 
what  you  said  to  Mr.  Godwin. 

Mr.  Early.  I  told  Mr.  Godwin  that  I  had  been  informed  from  a 
very  reliable  source,  I  thought,  that  your  brother  was  a  stock- 
holder  

Mr.  Johnson.  What  else  did  you  tell  him  ? 

Mr.  Early.  I  told  him  that  if  he  wanted  to  use  it — to  use  it  as  a 
story — that  I  would  advise  him  to  investigate  and  find  out  for  himself 
whether — ^what  the  merits  were. 

Mr.  Johnson.  What  were  the  merits  or  demerits  in  it.  as  it  was 
presented  to  your  mind? 

Mr.  Early.  To  my  mind,  Mr.  Chairman,  there  was  not  any. 
While  I  am  a  member  of  the  press  gallery,  I  work  for  a  press  associa- 
tion. We  do  not  handle — do  not  use  local  stories.  If  it  had  been  of 
general  importance,  or  national  importance,  I  would  have  investi- 
gated it  and  kept  the  story  for  my  use. 
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Mr.  Johnson.  You  treated  it  as  of  sufficient  significance  to  sug- 
gest it  to  him,  that  he  might  use  it  as  a  local  story  ? 

Mr.  Early.  Oh,  yes ;  I  did. 

Mr.  Johnson.  With  what  view  I 

Mr.  Early.  Why,  I  made  no  suggestion  to  him  in  that  respect. 

Mr.  Johnson.  From  whom  did  you  hear  this? 

Mr.  Early.  From  :Mr.  U.  G.  Smith. 

Mr.  Johnson.  Who  is  he? 

Mr.  Eakly.  He,  1  think,  is— I  know  that  he  is  the  secretary  to 
Congressman  Eedfield,  of  New  York. 

Mr.  Johnson.  When  did  you  hear  this? 

Mr.  Eaely.  1  think 

Mr.  Johnson  (interposing).  When  did  he  tell  you  this? 

Mr.  Early.  Friday  or  Saturday  afternoon.  I  do  not  know  ex- 
actly which. 

Mr.  Johnson.  It  is  important.  Please  undertake  to  tell  us  now 
which  it  was  and  where  it  was. 

Mr.  Early.  It  was  in  the  coi-ridor  of  this  building  and,  I  think,  it 
was  Friday,  but  I  can  not  be  sure. 

Mr.  JoHNSdN.  Search  your  memory,  please,  and  ascertain  whether 
it  was  Friday  or  Saturday.  Recall  all  the  circumstances  that  you 
can  and  ascertain  that. 

^Ir.  Early.  I  can  not  say  definitely.  Mr.  Chairman.  I  do  not 
know. 

Mr.  Johnson.  To  the  best  of  your  recollection,  however,  it  was 
upon  Friday  ? 

Mr.  Early.  It  was. 

Mr.  Johnson.  In  the  afternoon? 

Mr.  Early.  To  the  best  of  my  recollection. 

Mr.  JoHNSuN.  Did  you  say  it  was  in  the  afternoon? 

Mr.  Early.  Yes:  I  should  say  aboilt  3  o'clock;  somewhere  about 
that  time. 

Mr.  Johnson.  Whereabouts  in  this  building  did  you  meet  him? 

Mr.  Early.  In  the  corridor  below  here,  on  the  first  floor. 

Mr.  Johnson.  Was  it  an  accidental  meeting? 

Mr.  Early.  It  was  an  accidental  meeting. 

Mr.  Johnson.  Did  vou  hear  this  from  ;inybody  else  than  Mr. 
Smith  ? 

Mr.  Early.  No  ;  I  have  not. 

Mr.  Johnson.  AVhat  version  did  you  give  to  his  telling  you  about 
it?     Was  it  in  the  nature  of  a  reflection  upon  me? 

Mr.  Early.  No  ;  I  do  not  think  so.  I  think  not.  I  did  not  treat 
it  as  STich. 

Mr.  Johnson.  Well,  what  importance  did  you  attach  to  it  which 
suggested  to  you  that  you  call  Mr.  Godwin's  attention  to  it,  as  a  re- 
porter of  the  Star?     What  did  you  think  he  might  make  out  of  it? 

Mr.  Early.  I  did  not  dare  go  that  far.  1  did  not  ask  him,  or  make 
any  suggestion  relative  to  its  use.  I  gave  it  to  him  as  what  we  term 
a  "tip."' 

Mr.  Johnson.  AYell,  you  must  ha^-e  attached  some  significance  to 
the  tip.     I  would  like  to  know  your  mind  as  to  that  significance. 

Mr.  Early.  I  did  not,  Mr.  Chairman,  for  this  reason :  I  knew  from 
the  first  that  I  would  not  use  the  story. 

Mr.  Johnson.  Whv  ? 
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Mr.  Early.  Because,  as  I  have  explained- 


Mr.  Johnson  (interj)osing).  Oh,  you  would  not 

Mr.  Eaely  (interposing).  It  was  a  local  story,  and  I  did  not  care 
for  it ;  had  no  use  for  it. 

Mr.  Johnson.  What  Mr.  Smith  said  to  you  evidently  made  an  im- 
pression upon  your  mind  that  what  he  had  said  to  you  was  of  signifi- 
cant importance,  because  you  went  to  the  trouble  to  call  Mr.  Godwin's 
attention  to  it,  knowing  him  to  be  a  reporter  of  the  Star,  a  paper 
published  in  this  city.  What  I  am  anxious  to  arrive  at  is  Avhat  im- 
pression was  created  upon  your  mind  relative  to  me,  when  Mr.  Smith 
told  you  about  it,  and  also  what  impression  you  undertook  to  convey 
when  you  told  Mr.  Godwin  about  it. 

Mr.  Early.  Mr.  Chairman,  it  did  not  make  an  indelible  impression 
on  my  mind,  because,  as  I  said,  I  think  it  was  Friday  that  I  first 
heard  of  it.  It  was  only  this  morning,  as  I  was  going  into  the  Cap- 
itol and  met  Mr.  Godwin  going  to  the. House  Office  Building,  that  I 
told  him  about  it.  If  it  had  made  any  impression,  or  had  I  attached 
any  particular  significance  to  it,  not  being  able  to  use  the  story  my- 
self, I  should  think  that  I  would  have  told  Mr.  Godwin  before  this — 
before  to-day. 

Mr.  Johnson.  It  was  this  morning  you  told  him  ? 

Mr.  Early.  Yes. 

Mr.  Redfield.  Is  this  all  that  Smith  told  you,  Mr.  Early  ? 

Mr.  Early.  To  the  best  of  my  knowledge,  Mr.  Redfield,  yes. 

Mr.  Redfield.  Did  he  make  any  comment  upon  it  in  any  shape  or 
manner  ? 

Mr.  Early.  He  did  not. 

Mr.  Redfield.  Or  draw  any  inference  from  it  of  any  kind  ? 

Mr.  Early.  He  did  not. 

Mr.  Redfield.  Did  he  tell  it  to  you  as  a  criticism  of  Mr.  Johnson? 

Mr.  Early.  No. 

Mr.  Redfield.  Did  he  say  it  was  a  fact,  or  that  he  had  heard  that 
it  was  a  fact  ? 

Mr.  Early.  He  said  he  had  heard  it  was  a  fact ;  that  he  had  been 
told  so. 

Mr.  Redfield.  Did  he  say  by  whom  he  had  been  told  ? 

Mr.  Early.  No,  he  did  not;  and  neither  did  I  ask  him. 

Mr.  Redfield.  Who  brought  the  subject  up  ? 

Mr.  Early.  I  think  he  did. 

Mr.  Redfield.  Did  you  ask  him  any  questions  about  it  ? 

Mr.  Early.  No  ;  I  did  not.  As  I  say,  I  was  not  particularly  inter- 
ested in  the  story. 

Mr.  Redfield.  What  was  the  nature  of  the  conversation  that  led  to 
this  coming  up?    Tell  the  whole  of  it,  Mr.  Early,  if  you  can. 

Mr.  Early.  T  have,  Mr.  Redfield.  As  I  said,  it  was  an  accidental 
meeting.  I  have  known  Mr.  Smith  for  10  or  12  years :  we  have  been 
neighbors,  and  I  know  his  family  intimately.  Consequently,  I 
stopped  to  speak 

Mr.  Redfiel!)  (interposing).  You  heard  Mr.  Smith's  testimony, 
did  you  not? 

Mr.  Early.  Just  the  latter  part  of  it. 

Mr.  Redfield.  Did  he  mention  to  you  any  conversation  with  any- 
body else? 

Mr.  Eari  Y.  He  did  not. 
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Mr.  Peolty.  Did  he  know  you  were  a  newspaper  reporter  when 
he  was  talking  to  you? 

Mr.  Early.  Oh,  yes. 

Mr.  Prouty.  Did  he  give  the  impression  that  he  was  trying  to 
convey  to  you  some  information  that  could  be  used  in  a  newspaper 
way? 

Mr.  Early.  No;  I  did  not  think  so. 

Mr.  Prouty.  He  was  just  communicating  it  to  you  as  a  private 
friend  ? 

Mr.  Eakly.  He  was;  ves,  I  think 

Mr.  George.  Had  he  at  any  time  given  you  any  newspaper  infor- 
mation ? 

Mr.  Early.  Before?     Previously? 

Mr.  George.  Yes. 

Mr.  Eaei,y.  Oh,  yes;  I  have  gotten 

Mr.  George  (interposing).  On  other  subjects? 

Mr.  Early.  I'es;  on  other  subjects,  generally. 

Mr.  George.  Has  he  given  you  any  infomiation  during  this 
hearing  ? 

Mr.  Johnson.  On  this  subject? 

Mr.  George.  Yes;  on  this  subject. 

Mr.  Early.  Absolutely  none. 

Mr.  George.  I  mean  the  subject  of  this  investigation,  generally. 

Mr.  Early.  On  the  insurance  investigation? 

Mr.  George.  Yes. 

Mr.  Early.  Xo. 

Mr.  George.  As  to  where  it  was  leading,  or  anything  at  all  about  it? 

Mr.  Early.  Why,  last  week  I — Mr.  Smith  told  me  that  he  thought 
the  committee  hail  had  some  diiferences  among  themselves ;  that  sev- 
eral of  tlio  members  were  dissatisfied.  I  did  not  ask  the  particulars 
of  that. 

Mr.  Johnson.  Go  ahead  and  tell,  please,  as  much  as  you  know 
about  it. 

Mr.  Redfieli\  Tell  it  all,  Mr.  Early. 

Mr.  Johnson.  Yes;  get  it  out.    Go  on  with  it. 

Mr.  Early.  I  think  that  that  is  all. 

Mr.  Johnson  Did  you  ask  him  then  what  members  of  the  commit- 
tee had  had  diiferences  ? 

Mr.  Early.  No;  I  did  not  ask  him. 

Mr.  Johnson.  Did  he  say? 

Mr.  Early.  Why,  he  said  that  Mr.  Redfield  had  thought  about  or 
contemplated  resigning  from  the  committee,  I  think. 

Mr.  Johnson.  Did  he  say  because  of  what? 

Mr.  Early.  No:  he  did  not. 

Mr.  Johnson    You  did  not  ask  him? 

Mr.  EiRLY.  Because  of  the  differences  or  disagreement  among  the 
members. 

Mr.,  Johnson.  It  was  because  of  the  disagreement  among  the 
members,  was  it? 

Mr.  Early.  That  was  my  impression.  He  did  not  say  it  in  those 
words. 

Mr.  Johnson.  Did  he  say  from  whom  he  got  his  information  ? 

Mr.  Early.  No  ;  he  did  not. 

Mr.  Johnson.  Were  you  in  the  press  gallery  Saturday? 
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Mr.  Eaelt.  For  a  few  moments ;  yes. 

Mr.  Johnson.  What  time? 

Mr.  Early.  About  2  o'clock;  in  the  House  press  gallery  earlier  in 
the  day  and  in  the  Senate  press  gallery,  and  the  remainder  of  the 
afternoon  in  the  tariff  hearings. 

Mr.  Johnson.  Well,  taking  yourself  at  2  o'clock,  when  you  were 
in  the  House  press  gallery ;  where  did  you  go  next  ? 

Mr.  Eaely.  To  the  Ways  and  Means  Committee. 

Mr.  Johnson.  How  long  did  you  stay  there? 

Mr.  Early.  Until  11.30  Saturday  night. 

Mr.  Johnson.  You  left  the  press  gallery  at  2  o'clock  and  went 
directly  where? 

Mr.  Early.  To  the  House  Committee  on  Ways  and  Means. 

Mr.  Johnson.  And  you  remained  there  until  11.30  Saturday  night? 

Mr.  Early.  They  recessed  at  6  o'clock  until  7.30  for  dinner.  I 
went  home. 

Mr.  Johnson.  Did  you  see  Mr.  Smith  after  you  left  there  until 
you  got  back  ? 

Mr.  Early.  To-day,  this  morning,  in  this  room,  is  the  first  time  I 
saw  Mr.  Smith,  and  I  have  not  spoken  to  him  since. 

Mr.  Johnson.  Then  it  is  impossible  for  you  to  have  seen  Mr.  Smith 
on  Saturday  afternoon? 

Mr.  Early.  It  seems  to  me  that  I  left  the  committee  room  Satur- 
day afternoon  and  walked  down  the  corridors^  rather  more  for  re- 
laxation than  anything  else,  with  no  definite  object  in  mind,  and  that 
I  met  Mr.  Smith  Saturday  afternoon. 

Mr.  Johnson.  Where? 

Mr.  Early.  I  think  in  the  corridor. 

Mr.  Johnson.  Which  corridor? 

Mr.  Early.  In  the  southeast  corridor,  on  the  first  floor. 

Mr.  Johnson.  What  time  was  that  ? 

Mr.  Early.  I  should  say  it  was  about  3  o'clock. 

Mr.  Johnson.  Did  you  have  a  talk  with  him  at  that  time  ? 

Mr.  Early.  No. 

Mr.  Johnson.  You  did  not  have  any  talk  with  him  ? 

Mr.  Early.  No. 

Mr.  Johnson.  Then,  Mr.  Smith  did  not  tell  you  of  this  matter  on 
Saturday  afternoon? 

Mr.  Early.  I  think  not,  Mr.  Chairman. 

Mr.  Johnson.  It  was  impossible,  as  you  relate ■ 

Mr.  Early  (interposing).  Yes. 

Mr.  Johnson  (continuing).  Your  doings  upon  that  afternoon, 
for  him  to  have  told  you  so  ? 

Mr.  Early.  Friday,  I  think  it  was,  as  I  said  at  first,  that  Mr. 
Smith  told  me. 

Mr.  Johnson.  You  are  now,  then,  satisfied  that  you  had  this  con- 
versation with  him  on  Friday  ? 

Mr.  Early.  As  near  as  possible,  I  am. 

Mr.  Johnson.  You  did  not  have  it  with  him,  and  could  not  have 
had  it  with  him,  according  to  your  own  story,  on  Saturday  afternoon  ? 

Mr.  Early.  Yes,  sir ;  according  to  my  own  story,  if  the  best  of  my 
belief  is  true. 

Mr.  Johnson.  WTiat  is  that  ? 

Mr.  Early.  If  the  best  of  my  belief  is  true,  it  did  not. 
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Mr.  Johnson.  Well,  fix  some  occasion  Saturday  afternoon  when 
it  was  possible  for  you  to  have  had  this  conversation  with  him. 

Mr.  Early.  I  can  not  fix  any.  offhand. 

Mr.  Johnson.  Is  there  any? 

Mr.  Eaklt.  Xot  that  I  know  of. 

Mr.  Johnson.  Can  you  not  say  that  there  was  none? 

Mr.  Early.  No. 

Mr.  Johnson.  Then  you  could  not  have  had  this  conversation  with 
him  on  Saturday  afternoon? 

Mr.  Early.  Ido  not  believe  that  I  did.    I  think  it  was  Friday. 

Mr.  Johnson.  Can  you  speak  more  certainly  than  that? 

Mr.  Early.  I  can  not. 

Mr.  Johnson.  Can  you  say  from  the  circumstances  which  you  have 
just  recited,  as  to  where  you  were,  and  where  you  were  not,  upon 
Saturday  afternoon,  that  you  could  not  have  had  this  conversation 
with  him  upon  Saturday  afternoon? 

Mr.  Early.  Can  I  state  that  definitely? 

Mr.  Johnson.  Yes. 

Mr.  Early.  No. 

Mr.  Johnson.  Let  me  go  over  it  with  you  again.  At  2  o'clock  you 
were  in  the  House  press  gallery;  you  left  the  House  press  gallery, 
and  went  directly  to  the  Ways  and  Means  Committee  room? 

Mr.  Early.  I  did. 

Mr.  Johnson.  Did  you  see  Mr.  Smith  and  have  a  talk  with  him  on 
your  way  from  the  press  gallery  to  the  AVays  and  Means  Committee 
room? 

Mr.  Early.  No;  I  did  not. 

Mr.  Johnson.  You  remained,  according  to  the  recital  which  you 
have  just  made,  in  tlie  committee  room  of  the  Ways  and  Means  Com- 
mittee until  about  3  o'clock,  and  then  you  walked  out  into  the  cor- 
ridor? 

Mr.  E.\ria-.  That  is  correct. 

Mr.  Johnson.  You  saw  Mr.  Smith,  but  you  did  not  have  any  con- 
versation with  him  while  you  were  out  in  the  corridor? 

Mr.  Early.  I  do  not  say  that  I  did  see  Mr.  Smith. 

Mr.  Johnson.  You  are  not  sure  that  you  saw  him? 

Mr.  Early.  No ;  I  am  not  sure. 

Mr.  Johnson.  But  it  was  simply  possible  for  you  to  have  seen 
him  then,  but  that  you  had  no  conversation  with  him  ? 

Mr.  Early.  I  think  not.    I  did  not. 

Mr.  Johnson.  You  did  not? 

Mr.  Early.  No,  sir. 

Mr.  Johnson.  All  right.  Then  you  went  back  to  the  Ways  and 
Means  Committee  and  remained  until  what  time? 

Mr.  Early.  Until — oh,  until  6  o'clock. 

Mr.  Johnson.  Until  6  o'clock? 

Mr.  Early.  Yes. 

Mr.  Johnson.  Did  you  see  Mr.  Smith  in  the  Ways  and  Means 
Committee  room  during  that  time? 

Mr.  Early.  No. 

Mr.  Johnson.  You  have  already  stated,  I  believe,  that  you  did 
not  see  him  during  the  recess  taken  for  luncheon  or  dinner,  which- 
ever you  may  call  it,  late  that  afternoon? 

Mr.  Early.  No:  I  did  not. 
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Mr.  Johnson.  Then  what  time  did  you  go  bade  to  the  coiiunittee 
room — to  the  Ways  and  Means  Committee  room  ? 

Mr.  Eabi^t.  After  the  dinner  j-ec«ss;  at  7.30. 

Mr.  Johnson.  Was  Mr.  Smith  in  there  then  ? 

Mr,  Early.  In  the  committee  room? 

Mr.  Johnson.  Yes. 

Mr.  Early.  No. 

Mr.  Johnson.  You  did  not  see  him? 

Mr.  Early.  No. 

Mr.  Johnson.  And  you  did  not  have  any  talk  with  him  ? 

Mr.  Early.  No. 

Mr.  Johnson.  Then  at  wliat  time  did  you  leave  the  committee 
room  ? 

Mr.  Early.  At  11.30. 

Mr.  Johnson.  11.30  at  night? 

Mr.  Early.  About  11.30;  between  11.30  and  12;  when  tlie  com- 
mittee adjourned. 

Mr.  Johnson.  Did  you  see  Mr.  Smith  after  that  adjournment 
Saturday  night? 

Mr.  Early.  I  have  not  seen  Mr.  Smith  since  until  this  morning. 

Mr.  Johnson.  You  have  not  seen  him  since  until  this  morning? 

Mr.  Early.  No. 

Mr.  Johnson.  Therefore  your  recital  carries  the  story  that  you 
have  not  seen  Mr.  Smith  since  2  o'clock  or  had  any  conversation 
with  him  since  2  o'clock  on  Saturday? 

Mr.  Early.  No. 

Mr.  Johnson.  Now,  then,  getting  back  on  the  other  side  of  2 
o'clock  on  Saturday,  stretch  your  memory,  please,  and  tell  us 
whether  you  had  any  conversation  with  Mr.  Smith  during  the  fore- 
noon  of  Saturday. 

Mr.  Early-.  No;  I  did  not. 

Mr.  Johnson.  Did  you  on  the  night  preceding,  which  was  Friday 
night,  have  anj'  conversation  with  him? 

Mr.  Early.  No. 

Mr.  Johnson.  Then  the  last  conversation  which  you  did  have 
with  Mr.  Smith  was  in  the  corridor  about  3  o'clock  Friday  after- 
noon? 

Mr.  Early.  Yes. 

Mr.  Johnson.  All  right,  sir. 

Mr.  Early.  That  is,  to  the  best  of  my  belief. 

Mr.  Douglas.  Mr.  Chairman,  may  I  ask  him  a  question? 

Mr.  Johnson,  Oh,  yes,  sir. 

Mr,  Douglas.  Mr.  Early,  let  me  see  if  I  can  refresh  your  memory 
with  reference  to  the  time  of  this  conversation.  Did  you  not  see 
Mr.  Theodore  Tiller,  of  the  Times — ^Washington  'Times — and  tell 
him  of  this  as  early  as  2  o'clock  on  Saturday  afternoon? 

Mr.  Early.  I  think  that  I  did ;  yes. 

Mr.  Douglas.  So  that  fixes  in  your  mind  that  you  had  heard  it 
before  that  time? 

Mr.  Early.  Yes. 

Mr.  Johnson.  Just  a  moment.  Please  get  a  subpoena  for  Mr. 
Tiller. 

Mr.  Douglas.  Mr.  Tiller  is  right  in  the  room. 

Mr.  Johnson.  Then,  all  right. 
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Mr.  Douglas.  I  have  just  heard  that. 

Mr.  Redfield.  Ask  Mr.  Smith  to  come  back,  also. 

Mr.  Douglas.  Well,  now,  it  is  not  clear  in  my  mind — it  may  be  in 
the  minds  of  the  committee — just  the  circumstances  under  which  Mr. 
Smith  made  this  statement  to  you.  Was  it  in  connection  with  the 
statement  by  him  that  differences  had  arisen  between  the  members 
of  the  committee  and  Mr.  Redfield? 

jNIr.  Early.  No:  Mr.  Smith  had  told  me  that,  I  think,  the  first 
part  of  the  week. 

Mr.  Douglas.  He  had  told  you  that  the  first  part  of  the  week  ? 

Mr.  Early.  And  I  paid  no  attention  to  it. 

Mr.  Douglas.  Now,  tell  us,  if  you  can,  just  what  did  take  place. 
I  do  not  know  how  this  matter  was  connected  up  with  this  investi- 
gation. Did  he  just  meet  you  and  say,  without  anything  preceding 
or  succeeding,  that  Mr.  Johnson's  brother  had  stock  in  one  of  these 
companies  ? 

Mr.  Early.  I  think  so. 

Mr.  DouGL.\s.  You  think  so? 

Mr.  Early.  I  think  so. 

Mr.  Dou(;i^\s.  Did  he  meet  you  in  the  corridor  and  say,  "  Hello, 
Early,  Mr.  Johnson's  brother  has  stock  in  this  company"? 

Mr.  Early.  Well,  not  that  abruptly. 

Mr.  DouGL.\s.  Well,  suppose  you  tell  us  how  he  did  it  ? 

Mr.  Early.  Well,  as  I  say,  I  have  known  Mr.  Smith  10  or  12 
years  here  in  Washington. 

Mr.  Douglas.  Yes;  I  understand  that. 

Mr.  P1\RLY.  And  I  met  him  and  greeted  him  and  spoke  about  fam- 
ily matters — family  subjects — and  general  subjects,  and  I  do  not 
recall  any  of  them  particularly. 

Mr.  Douglas.  Yes. 

Mr.  Early.  And  during  the  course  of  conversation  that  subject 
came  up. 

Mr.  Dou(iLAs.  What  subject  came  uj)? 

Mr.  Early.  I  will  tell  you  now;  I  think  that  it  arose  when  I  asked 
him  where  the  Congressman  was. 

Mr.  Dougl.4S.  AVhere  what? 

Mr.  Early.  Where  the  Congressman  was. 

Mr.  Douglas.  You  mean  Mr.  Redfield? 

Mr.  Early.  Referring  to  Mr.  Redfield. 

Mr.  Douglas.  Ref errmg  to  Mr.  Redfield  ? 

Mr.  Early.  Yes. 

Mr.  Douglas.  Now,  what  did  he  say  ?  You  asked  him  where  Con- 
gressman Redfield  was,  and  then  he  said  what  ? 

Mr.  Early.  I  think  that  his  reply  was,  "  He  is  busy  on  the  insur- 
ance investigation." 

Mr.  Douglas.  Yes ;  and  then  what  next,  now  ? 

Mr.  Early.  And  then  I  think  that 

Mr.  Douglas  (interposing).  Well,  now,  as  near  as  you  can,  just 
give  us  his  language. 

Mr.  Early.  I  am  doing  my  best. 

Mr.  Douglas.  Give  us  the  substance  of  his  language. 

Mr.  Early.  Why,  he  said  that  Mr.  Redfield  was  busy  with  the 
committee 

Mr.  Douglas  (interposing).  Yes. 
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Mr.  Eakly.  I  believe,  and  then  we  commenced  talking  about  the 
committee.  I  told  him  that  I  had  not  followed  it,  and  asked  him 
what  headway  they  were  making,  and  he  did  not — I  do  not  think  that 
he  answered  the  question  one  way  or  the  other.  I  do  not  know  that 
I  got  any  reply  from  him. 

Mr.  Douglas.  You  asked  him  what  headway  they  were  making? 

Mr.  Early.  Yes;  what  progress  the  committee  was  making.  I 
had  not  followed  this  story  in  the  papers. 

Mr.  Douglas.  Yes. 

Mr.  Early.  Had  no  reason  to. 

Mr.  Douglas.  And  he  referred,  in  that  connection,  did  he,  to  the 
differences  between  the  members  of  the  committee  ? 

Mr.  Early.  No  ;  I  think  he  told  me  about  that  the  first  part  of  the 
week  or  so. 

Mr.  Douglas.  What  else  did  he  say  ? 

Mr.  Early.  I  do  not  remember  what  else  he  said.  Well,  he  said — 
I  do  not  know  what  he  did  say  next. 

Mr.  Douglas.  What  did  he  say  next,  to  that?  What  did  he  say 
about  this  matter?  I  am  trying  to  get  you  to  give  us  just  the  sub- 
stance of  what  he  said.  This  thing  did  not  come  just  like  lightning 
in  a  clear  sky,  did  it? 

Mr.  Early.  No;  I  do  not  think 

Mr.  Douglas  (interposing) .  It  must  have  come  in  connection  with 
something. 

Mr.  Early.  I  do  not  think  my  testimony  would  give  anyone  that 
impression. 

Mr.  Douglas.  Well,  then,  what  did  he  say  about  Mr.  Johnson's 
brother  ? 

Mr.  Early.  Why,  at  some  point  in  the  conversation  he  mentioned 
the  fact  that  he  had  heard  that  Mr.  Johnson's  brother  was  a  stock- 
holder in  the  company. 

Mr.  Douglas.  And  he  made  no  comment  for  or  against  the  propo- 
sition ? 

Mr.  Early.  No ;  he  did  not. 

Mr.  Douglas.  He  just  simply  made  the  announcement  that  he  had 
heard  that  Mr.  Johnson's  brother  was  a  stockholder  in  this  company  ? 

Mr.  Early.  Yes. 

Mr.  Douglas.  Leaving  you  to  draw  any  inference  you  saw  fit  from 
that? 

Mr.  Early.  Yes ;  if  I  took  that  much  trouble  about  it. 

Mr.  Douglas.  I  did  not  ask  you  what  trouble  you  took  about  it, 
but  he  left  you  to  draw  any  inference  you  wanted  from  that,  did  he 
not? 

Mr.  Early.  Yes. 

Mr.  Douglas.  You  gave  this  item  to  Mr.  Godwin,  Mr.  Early.  Had 
you  been  in  the  habit,  when  you  got  hold  of  any  news  item  which  was 
purely  local,  of  turning  it  over  to  your  friends,  which  you  could  not 
use  yourself? 

Mr.  Early.  Yes;  always. 

Mr.  Douglas.  It  is  a  habit  of  yours  ? 

Mr.  EaSly.  Yes ;  it  is  among  the  boys  generally. 

Mr.  Douglas.  Yes;  I  understand  so.  Just  helping  each  other. 
If  you  found  something  you  could  not  use  you  would  turn  it  over  to 
some  representative  of  the  local  press  ? 
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Mr.  Early.  Yes. 

Mr.  Douglas.  That  is  all. 

Mr.  Peoutt.  At  the  time  you  had  this  conversation  with  Mr. 
Smith,  disclosingj  supposedly,  some  disagreement  between  the  mem- 
bers of  the  committee,  did  you  tip  that  off  to  anyone  ? 

Mr.  Early.  No;  I  did  not. 

Mr.  Prouty.  You  saw  an  article  that  appeared  in  the  Star,  did 
you  not? 

Mr.  Early.  Yes;  the  afternoon  following. 

Mr.  Prouty.  Was  it  following  that  article  that  you  had  this  con- 
versation or  prior  to  it? 

Mr.  Early.  With  Mr.  Smith? 

Mr.  Prouty.  Yes. 

Mr.  Early.  Prior  to  the  publication  of  that  article,  I  think. 

Mr.  Prou-it.  Did  you  tip  that  information  off  to  anyone? 

Mr.  Early.  I  might  have  mentioned  it  casually  to  most  anybodj'. 

Mr.  Prouty.  Well,  I  am  not  inquiring  concerning  possibilities.  I 
am  trying  to  get  your  recollection. 

Mr.  Early.  I  do  not  know  but  what  I  did  mention  it  to  Mr.  God- 
win. 

Mr.  Prout\-.  That  was  prior  to  the  time  that  that  article  appeared 
in  the  paper? 

Mr.  Early.  Yes. 

Mr.  Prouty.  That  is  all. 

Mr.  Early.  With  the  recommendation,  Mr.  Prouty,  that  he  inves- 
tigate, and  if  he  found  the  story  to  be  true  to  use  it  to  suit  himself. 
I  did  not  suggest  that  it  be  used  or  anything  else. 

Mr.  Prouty.  Well,  you  tipped  it  off  to  him? 

Mr.  Early.  Yes ;  I  think  I  did. 

Mr.  Prouti'.  .Vll  right. 

Mr.  Johnson.  Does  anyone  want  to  ask  him  any  questions? 

Mr.  George.  Yes ;  I  would  like  to  ask  about  one  particular  in  that 
article.  Did  you  read  the  article  subsequently?  Did  you  read  it 
after  it  had  been  published? 

Mr.  Early.  I  think  that  I  did,  Mr.  George ;  yes. 

Mr.  George.  There  was  a  statement  in  that  article  that  a  member 
of  the  committee  might  resign,  and  if  he  did  resign  he  would  resign 
by  letter.    Did  you  notice  that? 

Mr.  Early.  No;  I  did  not.  I  simply  glanced  at  it;  saw  the  head- 
lines, and  did  not  read  it.    I  have  not  followed  this  story  at  all. 

Mr.  George.  Well,  that  was  a  rather  significant  statement  to  make 
3n  an  article.  Now,  I  would  like  to  know  whether  you  heard  anything 
about  it. 

Mr.  Early.  No;  I  did  not.  The  article  was  not  my  authorship.  T 
did  not  write  it. 

Mr.  George.  No ;  but  I  am  asking  you  if  you  knew  about  this  state- 
ment in  the  article.    I  did  not  say  you  wrote  it. 

Mr.  Early.  No ;  I  did  not  read  it  to  that  extent ;  no. 

Mr.  George.  Had  you  any  information 

Mr.  Early  (interposing).  I  think  I  probably  read  the  first  para- 
graph. 

Mr.  George.  Had  you  any  information  about  such  a  fact? 

Mr.  Early.  No  ;  I  had  not. 


INVESTIGATIO]Sr   OF   INSURANCE   COMPANIES.  1127 

Mr.  George.  Had  you  any  suggestion  from  anybody  that  you  im- 
parted to  anybody  about  such  a  fact? 

Mr.  Eaely.  No.  You  mean  there  with  reference  to  the  resignation 
by  letter. 

Mr.  George.  Yes. 

Mr.  Early.  No  ;  I  had  never  heard  of  it.  This  is  the  first  time  that 
I  have. 

Mr.  George.  Then  you  have  not  read  the  article  ? 

Mr.  Eaklt.  No ;  I  have  not. 

Mr.  Johnson.  I  have  sent  for  the  article.  Mr.  Godwin,  will  you 
come  around  again,  please,  sir? 

Mr.  Early.  Mr.  Chairman,  am  I  finally  excused? 

Mr.  Johnson.  Yes.    We  may  send  for  you  again. 

Mr.  Early.  I  will  be  in  the  gallery,  then. 

Mr.  Johnson.  All  right,  sir. 

Mr.  Early.  I  would  like  to  go  back  to  work. 

ADDITIONAL  TESTIMONY  OF  MR.  EARL  GODWIN. 

Mr.  Johnson.  Mr.  Godwin,  will  you  read  that  article  [handing 
newspaper  clipping  to  Mr.  Godwin]  and  state  whether  or  not  you 
wrote  it? 

Mr.  Godwin.  Read  it  out?  Yovi  want  me  to  read  the  entire 
article  ? 

Mr.  Johnson.  Yes;  just  read  the  entire  article,  the  headlines  and 
all. 

Mr.  Godwin  (reading)  : 

Redfield  Mat  Quit — Insists  on  His  Line  of  Inquiky  in  Insurance  Investi- 
gation— Committee  is  Divided — Long  Executive  Session  to  Discuss  Ad^iis- 
siBiLiTY  OF  Evidence — Protest  Halts  the  Hearing — Testimony  Relates 
to  the  Negotiations  for  the   Sale  and  Control  of   Southern  Building. 

Continued  introduction  of  far-fetclied  and  irrelevant  testimony  brought  the 
District's  Insurance  investigation  to  a  sudden  halt  this  morning,  and  the  mem- 
bers of  the  committee  retired  to  a  closed  oflBce  room  for  more  than  an  hour, 
while  they  thrashed  out  the  questions  of  what  kind  of  testimony  is  necessary 
to  settle  the  questions  which  have  been  put  up  to  the  committee  by  Congress. 

The  stoppage  of  the  testimony  marks  the  culmination  of  an  apparent  ill 
feeling  which  has  grown  up  in  the  committee  during  the  testimony  of  witnesses, 
who  for  two  days  have  done  nothing  but  tell  of  the  early  negotiations  in  which 
the  Southern  Commercial  Congress,  the  Southern  Building  CorporiitionT  the 
Richmond  Realty  Co.,  and  .John  P.  Story,  jr.,  appear. 

committee  near  a  split. 

The  committee  was  near  to  a  split  late  yesterday  afternoon,  when  Repre- 
sentative Johnson,  according  to  whispers  which  have  come  from  the  commit- 
tee's executive  session,  took  exception  to  some  of  the  questions  Mr.  Redfield  had 
asked,  and  alsq  to  something  Mr.  Redfield  had  done  on  his  own  initiative  regard- 
ing correspondence  with  prospective  witnesses. 

Mr.  Redfield  and  other  members  of  the  committee  have  had  strong  differences 
of  opinion  as  to  what  should  be  brought  into  the  evidence  and  what  should  be 
left  out.  Representative  Prouty  is  very  strong  in  his  opinion  that  half  of  the 
testimony  introduced  is  beside  the  question  and  irrelevant,  and  it  was  his  pro- 
test to-day,  partly,  which  stopped  the  testimony  just  as  Charles  Hall  Davis,  of 
Petersburg,  Va.,  was  about  to  read  a  letter  which,  it  appeared,  had  no  bearing- 
on  anything  the  committee  is  investigating. 
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MB.    REDFIELD'S   VIEW. 

The  line  of  testimony  wliich  is  being  developed  novF  is  understood  to  be  purely 
of  Representative  Redfield's  asking.  His  theory  is  that  the  whole  story  of  how 
the  Southern  Building  got  into  the  assets  of  the  Commercial  Fire  Insurance 
and  the  First  National  Fire  Insurance  companies  is  necessary,  and  that  to  find 
these  things  out  the  committee  must  delve  into  all  sorts  of  matters,  regardless 
of  legal  rules  of  evidence. 

Here  is  where  the  commitee  splits.  Representative  Prouty,  Representative 
Johnson,  and  Representative  George  lean  toward  the  rules  of  evidence  as  laid 
down  by  court  practice  and  law,  and  Reiiresentatives  Redtield  and  Berger  look 
at  the  matter  more  as  business  men,  and  are  inclined  to  disregard  the  rules  of 
legal  evidence,  and  say  so  plainly. 

Mr.  Redflekl  has  said  that  he"  may  resign  from  tbe  committee  unless  it  pur- 
sues the  line  of  inquiry  which  he  believes  is  necessary  to  arrive  at  the  truth; 
and  if  so,  he  will  resign  by  means  of  a  formal  letter. 

KII.IN(i   OF  THE   I'OMMITTEK. 

Representative  Prouty's  objection  to-day.  followcil  by  Attorney  Douglas's 
formal  objection,  caused  tbe  cumniiltee  1o  sit  in  executive  session  for  one 
hour.  At  the  end  of  the  confereucc  lieprcsontati\e  .Johnson  told  the  witness 
that  he  could  produce  any  letters  to  or  from  George  Ingham,  superintendent  of 
insurance,  to  or  from  the  members  of  tlie  firm  of  Tuttle,  Dudley  &  ^^'ightman, 
or  to  and  from  otflcers  of  tlie  two  insurance  companies. 

NKGOTI.VTIONS    FOR    THE   BUlLlUNll. 

Charles  Hall  Davis,  of  Petersburg.  Va.,  one  of  the  Southern  Commercial 
Congress  originators,  was  the  first  witness  to-day.  He  was  asked  to  tell  his 
connection  with  the  deals  by  which  the  Southern  Building  ownership  was 
finally  landed  in  the  contml  of  the  fire  insurance  companies.  He  said,  after 
the  prelimin.-iry  skirnilshinf;.  that  the  Southern  Commercial  Congress  took  title 
to  the  Southern  Building  site,  but  that  money  did  not  come  in  fast  enough 
by  sul)scrii)tion,  and  it  was  decided  to  commercialize  the  project. 

Charles  Hall  D.ivis  and  John  M.  Parker,  a  wealthy  New  Orleans  business 
man,  had  l)een  tlie  two  men  mentioned  in  the  deeds  of  the  Southern  Commercial 
Congi-ess  as  holding  the  property.  Mr.  -Davis  said  that  Alexander  McNeil, 
A.  B.  T^eckie,  and  T.  Franklin  Schneider  had  called  on  him  in  Petersburg  to 
arrange,  if  i)ossible.  to  commercialize  the  Southern  Commercial  Congress's  hold- 
ings in  real  estate.  Jlany  pecple  had  contributed  money  to  the  commercial 
congress  to  be  used  in  a  public  way,  and  to  take  care  of  their  property,  if  the 
commercial  congress  was  lo  become  a  business  venture,  was  the  problem. 

"  I  was  given  an  opiiortunity  to  assist  the  syndicate  which  held  the  original 
option,"  said  Mr.  Davis,  "  but  I  could  not  accept  any  proposition  to  make  a 
profit,  owing  to  my  undertsanding  with  John  M.  Parker. 

"  After  the  Southern  Building  Corporation  was  organized  I  had  no  more 
to  do  with  the  matter." 

"When  did  the  matter  next  come  to  your  attention,  and  how?"  asked  Mr 
Redfield. 

story's  desiee  to  buy  stock. 

"  I  received  a  letter  from  J.  l\  Story,  jr.,  September  8,  1912,  saying  he  wanted 
to  purchase  the  stock  in  the  Southern  Building." 

Mr.  Davis  read  the  letter. 

"  I  then  wrote  to  Charles  A.  Douglas,  R.  H.  McNeill,  and  others  asking  for 
all  the  information  I  could  get  on  the  subject.  Mr.  Douglas  wrote  me  Sep- 
tember 12,  1912." 

He  read  the  letter,  which  was  an  explanation  of  why  the  Richmond  Realty 
Corporation  was  willing  to  sell  its  Southern  Building  shares  at  12^. 

"Was  Mr.  Douglas  a  member  of  the  Richmond  Realty  Co.  at  that  time, 
to  your  knowledge?" 

"  Yes,"  and  he  read  a  letter  from  ilr.  Douglas.  This  was  followed  by  com- 
plete files  of  other  letters. 

"  IBEELEVANT,"  DECLARES   PEOUTY. 

"  I  have  been  sitting  here  patiently,"  remarked  Representative  Prouty,  "  and 
I  confess  I  can  not  see  the  relevancy  of  any  of  this  testimony." 


Mr.  Johnson.  Did  you  write  that,  Mr.  Godwin  ? 
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Mr.  Godwin.  Yes,  sir. 

Mr.  Johnson.  Please  state  where  you  got  the  whisperings  from  the 
executive  session  of  the  committee  relative  to  Mr.  Redfield's  resigna- 
tion from  the  committee. 

Mr.  Godwin.  Let  me  see.  The  paragraph  to  which  you  refer 
struck  me  as  being  a  fact  because  of  two  reasons. 

Mr.  Johnson.  State  the  reasons,  please. 

Mr.  Godwin.  I  am  going  to  state  them.  One  reason  was  the  ordi- 
nary observation  of  differences  of  opinion,  as  it  would  seem  to  me, 
expressed  by  various  questions,  objection,  and  so  forth,  during  the 
entire  testimony.  That  is  true  in  every  hearing,  of  course ;  in  every 
tribunal  there  will  be  differences  of  opinion.  I  remember  it  now, 
when  the  committee  retired  to  the  room 

Mr.  Johnson  (interposing).  To  the  second  room,  you  mean? 

Mr.  Godwin.  To  the  second  room  beyond  this.  I  had  in  my  mind 
that  there  might  be  quite  a  difference  of  opinion  over  the  objection 
that  was  made  here  over  the  introduction  of  this  testimony. 

Mr.  Johnson.  This  letter,  you  mean? 

Mr.  Godwin.  Of  the  letter,  yes;  and  I  still  think  I  am  right.  It 
was  getting  near  to  what  we  call  the  "  dead  line  "  in  my  business.  I 
was  a  little  bit  on  pins  and  needles  because  the  story  was  cut  off;  it 
was  up  in  the  air;  there  was  not  any  culmination  to  anything  at  all, 
and  a  news  editor  who  was  looking  for  an  artistic  piece  of  work 
would  not  have  got  it.  I  was  firmly  convinced  that  there  was  a  big 
difference  of  opinion,  and  whatever  the  outcome  of  this  conference 
would  be  would  have  a  great  deal  of  bearing  on  the  rest  of  the 
testimony — on  the  testimony  which  would  be  allowed  to  come  into 
the  record  after  that.  Now,  outside  of  this  committee  room  there 
were  gathered  pretty  nearly  everybody  who  was  interested  in  this 
hearing,  I  guess,  all  the  attorneys,  and  probably  all  the  witnesses 
of  that ;  I  do  not  recall  now  who  they  are,  but  all  of  these  attorneys 
were  there,  and  I  think  I  would  be  true — ^be  speaking  the  truth — in 
saying  that  there  was  considerable  colloquy  right  there;  that  people 
were  discussing  the  attitude  of  the  committee,  and  what  one  man 
said  and  what  one  man  replied  I  have  not  the  slightest  idea,  but 
listening  very  carefully  to  the  remarks  that  would  be  dropped  now 
a,nd  then  by  these  lawyers,  I  gathered  that  they  were  very  much  of 
the  same  opinion  that  I  was.  Now,  I  want  to  be  very  clear  about 
what  I  am  going  to  say  now,  and  I  may  have  to  go  back  and  recollect 
or  refresh  my  memory.  The  gossip  in  the  press  gallery  to  some 
extent  had  been  to  the  effect  that  there  was  a  difference  of  opinion 
on  the  committee,  and  that  the  strongest  difference  of  opinion  had 
been  on  the  subject  of  whether  or  not  the  rules  of  evidence  should  be 
followed  as  they  would  be  followed  in  a  court,  or  whether  or  not 
the  rules  of  evidence  should  be  disregarded  to  some  extent,  so  that 
collateral — I  guess  that  is  what  you  would  call  it — evidence  could  be 
brought  in,  simply  for  the  purpose  of  arriving  at  conclusions 
through  some  method  other  than  that  which  would  be  followed 
in  a  court.  Now,  I  may  be  wrong,  but  I  think  that  I  talked  to 
Mr.  Earlv  about  the  matter.  I  would  hate  to  swear  to  that,  but 
I  think  i'  talked  to  him  about  it.  I  also  talked  to  a  man  named 
Zachary — that  is  his  last  name;  he  is  a  member  of  the  press  gal- 
lery, and  I  think  he  initiated  the  conversation.  He  said,  "Evi- 
dently there  is  a  difference  of  opinion  on  that  committee."    Now, 
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Mr.  Zachary  is  the  assistant  to  the  correspondent  for  a  Brooklyn 
paper.     I  can  point  him  out,  I  think 

Mr.  EEDrrELD  (interposing).  You  mean  Mr.  Brainerd's  assistant? 

Mr.  Godwin.  Yes.  Mr.  Brainerd.  Now,  either  he  told  me  that  he 
had  heard  that  Mr.  Eedfield  was  going  to  resign  or  I  asked  him  if  he 
had  heard  it.  He  is  very  much  interested  in  Mr.  Eedfield,  because 
his  paper  carries  a  great  deal  of  news  from  Mr.  Eedfield's  office,  I 
suppose.  Mr.  Eedfield  is  a  Brooklyn  man.  Now,  exactly  what  fol- 
lowed then  I  do  not  know,  but  I  next  saw  IMr.  Brainerd.  I  was  writ- 
ing on  the  typewriter  at  the  time.  I  was  writing  the  first  few  para- 
graphs of  that  article. 

Mr.  Johnson.  A^liich  article  you  just  read  ? 

Mr.  Godwin.  Yes.  He  said  to  me,  "  "What  do  you  know  about  Mr. 
Eedfield  resigning? '"  T  said,  "  I  do  not  know  anything  about  it, 
except  that  it  has  been  spoken  of."  He  said,  "  Let  me  see  what  you 
are  writing."  At  least  I  think  he  said  that,  or  I  told  him  what  I  was 
writing,  and  it  was  not  a  strong — it  was  not  a  very  well  written  para- 
graph. I  took  it  out  and  tore  it  up.  What  he  said  to  me  then  was, 
"  Mr.  Eedfield  has  never  threatened  to  resign,  but  I  think  it  is  true," 
said  he,  "  that  he  is  of  a  different  mind  from  some  of  the  rest  of  the 
people  on  the  committee,  and  if  he  should  resign  it  would  simply  be 
by  means  of  a  formal  letter."  Now,  without  any  further  questions,  I 
believe  that  is  all  I  can  remember  about  that. 

Mr.  JoiixsoN.  Did  he  say  how  he  had  gotten  that  information? 

Mr.  Godwin.  Why,  I  think  he  said  he  went  to  see  Mr.  Eedfield. 
I  believe  he  was  very  mucli  interested  in  the  suggestion,  and  I  believe 
he  went  right  over  there. 

Mr.  Johnson.  Have  you  had  any  talk  with  Mr.  Smith,  Mr.  Eed- 
field's secretar}',  regardiiifj  any  of  the  subjects  which  we  have  inquired 
about? 

Mr.  Godwin.  T  do  not  think  I  have  spoken  to  Mr.  Smith  since  the 
time  that  this  committee  published  a  report  on  an  inquiry  into  the 
business  methods  in  tlie  District  of  Columbia,  and  that  was  several 
weeks  ago.  As  far  as  I  know,  I  have  not  seen  Mr.  Smith  since  then. 
To  answer  your  question  directly,  no;  I  have  not. 

iMr.  Eedfield.  Mr.  Godwin,  you  have  told  all,  have  von  not,  that 
3'ou  know  about  this  matter? 

Mr.  Godwin.  AD  that  I  know ;  all  that  I  can  recall.  A  question, 
might  suggest  something. 

Mr.  Eedfield.  Search  your  mind  carefully,  and  if  there  is  anything 
that  you  have  omitted,  however  slight,  that  bears  upon  the  matter  in 
any  way,  tell  it  all. 

Mr.  Godwin.  '\'\'Tiat  I  would  say  to  that  is  that  there  might  be 
several  details  I  have  omitted,  but  I  can  not  recall  them,  because  in 
the  tremendous  hurry  to  get  a  story  away  from  the  Capitol  on  an 
afternoon  paper  a  great  many  things  occur  that  make  very  little  im- 
pression on  you;  but  I  would  be  very  glad  if  you  would  ask  any 
questions. 

Mr.  Eedfield.  Did  Bernard  tell  you  that  he  had  had  a  talk  with 
me? 

Mr.  Godwin.  I  think  he  did  say  so. 

Mr.  EEDFiEiiD.  Did  he  tell  you  that  he  had  caled  on  the  chairman, 
Mr.  Johnson? 

Mr.  Godwin.  I  do  not  remember  that. 
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Mr.  Redfield.  Did  he  tell  you  he  had  a  talk  with  Mr.  George  ? 

Mr.  Godwin.  I  do  not  think  he  mentioned  Mr.  George. 

Mr.  E.EDFIELD.  Tell  as  fully  as  you  can  all  that  he  said  in  this  con- 
versation with  you. 

Mr.  Godwin.  I  think  I  have,  Mr.  Redfield.  The  opportunity  to 
converse  was  very  limited.  I  was  working  at  a  typewriter  as  hard  as 
I  could,  and  he  was  standing  by  my  side,  and  I  think  that  his  interest 
matter  was  to  simply  correct  the  statement  that  he  had  resigned.  I 
believe  that  was  the 

Mr.  Redfield  (interposing).  Or  threatened  to  do  so ? 

Mr.  Godwin.  Or  something  of  that  sort.  I  think  it  was  rumored 
around  there  and  was  talked  of  very  freely  in  the  little  lobby  of  the 
pressroom. 

Mr.  Redfield.  And  he  told  you  that  I  had  not  so  threatened  ? 

Mr.  Godwin.  Yes ;  he  said  that. 

Mr.  Johnson.  Are  you  through  with  him? 

Mr.  Redfield.  Yes. 

Mr.  George.  Just  one  question.  I  notice  in  that  article  that  you 
assume  to  say  that  Mr.  Johnson,  Mr.  Prouty,  and  myself  took  one 
view  of  the  law  and  Mr.  Redfield  and  Mr.  Berger  the  other.  From 
what  source  did  you  obtain  that  information  ? 

Mr.  Godwin.  I  think  the  burden  of  that  will  have  to  fall  upon  the, 
burden  of  my  judgment  as  I  saw  things  at  that  moment. 

Mr.  Geobge.  You  say  that  it  was  "  whispered  "  from  the  executive 
session  ? 

Mr.  Godwin.  Yes. 

Mr.  George.  Do  you  write  the  matters  upon  which  your  judgment 
reaches  a  conclusion  as  information  that  you  get  by  "  whisperings  " 
from  some  source  ?    Is  that  your  method  ? 

Mr.  Godwin.  Not  very  frequently;  but  those  whisperings  seemed 
at  the  moment  to  be  correct. 

Mr.  Johnson.  Who  whispered  them? 

Mr.  Godwin.  Well,  that  is  a  figure  of  speech,  Mr.  Johnson,  as  you 
will  readily  see. 

Mr.  Johnson.  You  use  the  word  "  whispers  "  there  to  mean  leak- 
age from  the  executive  committee  meeting,  did  you  not  ? 

Mr.  Godwin.  No  ;  I  did  not.  And  I  did  not  consider  it  was  execu- 
tive in  the  sense  that  the  Senate  holds  an  executive  session. 

Mr.  Johnson.  Or  the  Czar  of  Russia  might  hold  his  cabinet? 

Mr.  Godwin.  No. 

Mr.  Johnson.  The  comparison  does  not  amount  to  anything. 

Mr.  Godwin.  I  had  an  idea  that — what  was  the  last  I  said  ? 

The  Stenographer  (reading)  : 

I  did  not  consider  it  was  executive  in  ttie  sense  that  the  Soiuite  liolds  au 
executive  session. 

Mr.  Godwin.  That  is  the  ^\a^y  that  story  has  been  promulgated, 
and  I  might  say  to  you 

Mr.  Johnson  (interposing).  You  had  no  direct  information,  then, 
from  the  executive  committee  meeting? 

Mr.  Godwin.  Not  from  any  member  of  the  committee ;  no. 

Mr.  Prouty.  Nor  from  anyone  else? 

Mr.  Godwin.  From  what  I  talked^  and  from  the  people  who  were 
talking  in  the  hall  at  that  time,  and  from  the  evident  difference  of 
opinion,  it  may  not  have  existed,  but  it  certainly  was  a  difference 
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of  opinion  to  others  here.  I  guess  everybody  else  who  was  here  in 
the  room  at  the  time  was  of  the  same  mind,  that  there  was  a  strong 
diiference  of  opinion,  and  I  do  not  see  but  what  it  is  perfectly 
proper  for  you  to  have  your  differences  of  opinion,  and  I  do  not 
think  that  that  article  was  written  or  would  have  been  published  if  it 
had  been  thought  on  the  Star  that  there  was  any  criticism  of  the  com- 
mittee. 
Mr.  Johnson.  Let  me  read  your  language  in  that  paper: 

Tlie  couuiiittee  was  near  to  a  si)lit  late  yesterday  afternoon  when  Representa- 
the  Johnson,  who,  according  to  whispers  which  came  from  the  executive 
session,  tool;  exceptions  to  some  of  the  questions  Jlr.  Redfield  has  aslted. 

Upon  what  information  did  yon  write  that  ? 

Mr.  Godwin.  I  wrote  that  oil  information  that  was  given  to  me  in 
the  press  gallery? 

Mr.  Johnson.  Who  gave  you  that  information? 

Mr.  Godwin.  As  near  as  I  can  recall  at  this  moment,  it  was  the 
man  whose  name  I  have  mentioned — Zachary. 

Mr.  Johnson.  Did  he  tell  you  that  he  got  that  information — that 
that  came  from  whispers  from  an  executive  meeting  of  the  com- 
mittee ? 

Mr.  Godwin.  I  do  not  know  whether  he  used  those  terms  or  not. 

Mr.  Johnson.  If  he  did  not,  then  you  manufactured  it  ?    Is  that  it  ? 

Mr.  Godwin.  No;  that  is  not.     I  did  not  manufactuie  it. 

Mr.  JoiiN.soN.  You  wrote  it,  did  you  not? 

Mr.  Godwin.  I  wrote  it. 

Mr.  Johnson  Please  tell  us  the  source  of  information  from  which 
you  got  it. 

j\lr.  (ioDwiN.    J'here  is  the  source  of  the  information — Zachary. 

Mr.  Johnson.  I  can  not  gather  anything  from  that.  Where  did 
you  get  your  information  that  there  had  been  whispers  from  the 
executive  committee  meeting  that  I  took  exceptions  to  some  of  the 
questions  Mr.  Redfield  had  asked,  and  as  to  differences  occurring 
between  me  and  him? 

Mr.  Godwin.  There  are  only  three  people  with  whom  I  have 
talked.  Their  names  are  already  in  the  record,-  and  one  is  S.  T. 
Early,  and  the  other  is  Mr.  Zachary,  and  the  third  is  Mr.  Bernard. 

Mr.  Johnson.  Which  one  of  them  told  you  that  I  had  taken  ex- 
ception to  Mr.  Redfield's  questions,  and  that  he  was  about  to  resign 
from  the  committee? 

Mr.  Godwin.  I  think  Mr.  Zacharv  did. 

Mr.  Johnson.  You  think  he  did?  Can  you  say  positively  and  cer- 
tainly whether  he  did  or  not  ? 

^Ir.  Godwin.  I  can  say  that  it  was  either  Early  or  Zachary,  but  I 
am  inclined  to  think  that  it  Avas  Mr.  Zachary. 

Mr.  Johnson.  Does  anybody  wish  to  ask  any  questions? 

Mr.  PlvsBY-SiiiTH.  I  have  one  or  two  questions.  Mr.  Godwin ;  have 
you  known  Mr.  Zachary  for  some  time? 

Mr.  Godwin.  Yes;  for  a  year  or  two. 

Mr.  EASBY-SiriTH.  As  one  of  the  correspondents  of  the  Brooklvn 
Eagle? 

Mr.  Godwin.  Yes. 

Mr.  Eashy-Smith.  Prior  to  the  recent  conversation,  do  you  remem- 
ber any  other  conversation  you  had  with  him  in  which  you  obtained 
any  news  concerning  this  investigation? 
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Mr.  Godwin.  I  can  not  think  of  any  at  the  time. 

Mr.  Easby-Smith.  Will  you  carry  your  mind  back  to  the  intro- 
duction of  a  resolution  upon  the  floor  of  the  House,  of  which  this 
investigation  is  the  result,  and  state  whether  or  not  about  the  time 
of  the  introduction  of  that  resolution  Mr.  Zachary  gave  you  any 
news  which  might  be  of  local  interest? 

Mr.  Godwin.  My  impression  is  that  he  did  say.  something  about  it. 

Mr.  Easby-Smith.  Can  you  remember  whether  or  not  at  that  time 
he  told  you  Avhat  was  going  to  occur  on  the  floor  of  the  House  ? 

Mr.  Godwin.  No;  I  do  not  remember.  I  do  recall  at  the  time  the 
resolution  was  in  the  air,  so  to  speak,  and  people  were  looking  for  it 
to  be  introduced ;  that  Mr.  Zachary  did  have  some  conversation  with 
me  about  it,  because  of  his  frequent  calls  on  Mr.  Redfield's  office,  who 
was  very  much  interested  in  this  matter.  He  knew  that  I  was  inter- 
ested, and  I  was  trying  to  do  two  or  three  things  at  once,  and  he 
oflFered  to  keep  me  informed  as  to  any  news,  if  possible. 

Mr.  Easby-Smith.  You  have  no  recollection  or  distinct  recollec- 
tion what  he  did  tell  you  at  that  time,  the  time  this  resolution  was 
in  the  air,  as  you  claim? 

Mr.  Godwin.  I  can  not  think  of  anything  of  that  kind.  He  may 
have  said  something.    I  do  not  know  what  it  was. 

Mr.  Easby-Smith.  That  is  all. 

Mr.  Johnson.  From  what  you  have  just  said,  you  intimated  that 
you  knew  before  the  resolution  was  introduced  that  it  was  going  to 
be  introduced.    Is  that  correct? 

Mr.  Godwin.  Oh,  I  think  I  did ;  yes. 

Mr.  Johnson.  From  whom  did  you  get  that  information? 

Mr.  Godwin.  Well,  now,  Mr.  Johnson,  that  yould  be  very  hard  to 
answer  at  this  date.  Newspaper  men  frequently  know  of  bills  that 
are  going  to  be  introduced  and  matters  which  are  going  to  be  taken 
up  on  the  floor  of  the  House,  and  it  is  very  hard  to  tell  afterwards 
where  they  found  it  out.    It  comes  from  a  multitude  of  sources. 

Mr.  Johnson.  You  have  not  the  remotest  idea  from  whom  you  got 
this? 

Mr.  Godwin.  Now,  I  will  be  very  glad  to  lay  before  you  all  that 
is  in  my  mind  on  the  subject,  if  it  is  of  any  consequence. 

Mr.  Johnson.  That  is  all  right,  if  it  brings  an  answer  to  my  ques- 
tion. 

Mr.  Godwin.  Beca;use  I  absolutely  have  no  animus  in  this  matter 
at  all.  It  goes  back  to  the  now  famous  writing  by  one  of  the  com- 
missioners of  the  story  that  never  was  published. 

Mr.  Johnson.  We  do  not  care  to  rehash  that. 

Mr.  Redfield.  Mr.  Godwin,  let  me  assist  you,  if  you  will.  Take 
the  story  up,  if  you  will,  at  the  time  I  met  vou  in  the  street  car  going 
home  one  night  and  tell  the  whole  story,  please. 

Mr.  Godwin.  I  was  going  to  say  that  that  might  have  some  bearing 
on  the  subject. 

Mr.  E.EDFIELD.  Begin  at  the  beginning  of  this  thing  and  tell  the 
whole  story. 

Mr.  Godwin.  I  met  Mr.  Eedfield  going  home  on  a  Mount  Pleasant 
car  one  evening.  I  think  it  was  in  the  neighborhood  of  G  o'clock,  and 
it  was  on  the  day,  I  think,  that  a  statement  had  been  issued  to  the 
newspapers  and  had  not  been  published.  Ft  was  that  day  or  a  day 
closely  following. 
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Mr.  Eedfield.  You  said  it  Avas  the  same  afternoon. 

Mr.  Godwin.  Yes.  I  talked  to  Mr.  Redfield  in  the  car  several 
minutes,  perhaps  20  minutes,  going  uptown.  He  asked  me  if  I  had 
known  about  this  statement,  and  I  told  him  yes,  and  we  had  some 
conversation  on  that  subject.  I  do  not  recall  the  words.  He  asked 
me  why  it  had  not  been  published,  and  I  believe  I  told  him  at  that 
time  my  information  was  it  was  not  published  because  it  had  been 
held  to  be  libelous,  and  that  attorneys  for  the  insurance  companies 
had  been  in  our  oiRce.  and  that  I  also  understood  the  matter  had  been 
in  type  and  had  been  pulled  out  of  type,  and  I  still  believe  it  was. 

Mr.  Eedfield.  Did  you  tell  me  that  Mr.  Cai'usi  had  threatened  a 
libel  suit  in  the  event  that 

Mr.  Godwin  (interposing).  I  believe  I  told  you  that  my  informa- 
tion was  that  Mr.  Carusi — if  it  was  Mr.  Carusi — I  do  not  know  as 
I  used  his  name 

Mr.  Eedfield  (interposing).  I  am  not  suie  that  you  did. 

Mr.  Godwin  (continuing).  That  an  attorney  for  the  insurance  com- 
pany had  called  upon  the  Star  office  and  had  threatened  a  libel  suit 
if  tlie  article  was  published.  That  was  the  information  given  to  me 
at  the  time  by  C.  Fred  Cook,  the  city  edit'ir  of  the  Star.  I  think 
that  Mr.  Eedfield  and  I  then  talked  about  congressional  action.  I 
think  that  I  said  to  ^Ir.  Eedfield  that  if  this  paper  was  made  a  part 
of  the  Congressional  Eecord  it  would  be  considered  privileged,  and 
that  our  attitude  on  the  subject  was  that  if  it  were  brought  up  on 
the  floor  of  the  House,  that  we  would  not  agree  to  use  it  unless  we 
had  it  verbatim,  because  our  understanding  of  the  libel  law  as  strictly 
interpreted  is  that  any  such  matter,  if  used  under  the  shadow  of 
the  Cii[)ito]  Dome  must  be  verbatim. 

I  tliinlc  that  ^Mr.  Eedfield  told  me  that  there  was  every  possibility 
that  tlie  matter  would  be  brought  up  before  the  House.  I  may  be 
mistaken  in  that,  but  I  do  not  think  I  am.  There  had  been  a  great 
deal  said  about  this  insurance  matter  at  that  time,  I  think,  and  it  is 
very  hard  to  recollect  every  detail.  Following  that  I  had  con- 
ferences with  the  man  that  testified  here,  G.  A.  Lyon,  associate 
editor  of  the  Star,  and  my  instructions  were  to  watch  the  floor  of  the 
House  very  carefully,  and  find  out  whether  or  not  that  bit  of  writing 
from  the  District  Building  was  going  to  be  incorporated  in  a  reso- 
lution that  was  before  the  House  or  used  on  the  floor  of  the  House 
in  any  way,  shape,  or  form,  and  I  think  that  I  carried  around  in  my 
pocket  a  copy  of  it  for  several  days. 

Mr.  Johnson.  A  cop3'  of  what? 

Mr.  Godwin.  A  copy  of  the  statement  from  the  District  Building; 
not  a  copy  of  the  resolution.  I  forget  the  next  step  in  the  matter. 
I  simply  watched  the  floor  of  the  House  and  got  information  about 
the — advance  information,  if  possible,  about  any  introduction,  and 
I  forget  now  whether  the  resolution  was  introduced  by  Mr.  Johnson 
in  what  we  call  "  our  time,''  or  whether  it  happened  after  3  o'clock. 

Mr.  Eedfield.  Mr.  Godwin,  do  you  remember  saying  that  you  un- 
derstood that  the  same  action  hacl  been  taken  by  the  counsel  of  the 
companies  in  the  other  newspaper  offices  ? 

Mr.  GoDAViN.  Yes;  I  think  I  said  that,  too.  at  that  time.  That  was 
my  ojDinion. 

Mr.  Eedfleild.  Do  you  remember  my  saying  something  to  you 
to  the  effect  that  if  the  newspapers  were  this  silenced  by  the  counsel 
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for  these  companies  there  was  no  other  way  in  which  the  matter 
could  be  brought  into  the  light  except  through  a  congressional 
committee  ? 

Mr.  Godwin.  Do  I  remember  you  saying  that? 

Mr.  Redfield.  Yes. 

Mr.  Godwin.  Substantially  to  that  effect,  both  there  and,  I  think, 
down  in  the  press  lobby. 

Mr.  Eedfield.  Do  you  remember  my  saying  sojnething  to  you  to 
the  effect  that  in  view  of  the  newspapers  being  silenced  in  this  way 
it  was  only  just  to  all  the  parties  in  the  case — the  public  and  the  com- 
panies— that  the  whole  matter  should  be  made  a  subject  of  investiga- 
tion by  Congress  ?  I  ask  you  if  you  recall  it,  to  go  as  far  as  you  can 
recall  ? 

Mr.  Godwin.  I  think  you  said  ths^t  to  me  on  two  or  three  occasions, 
Mr.  Redfield. 

Mr.  Redfield.  For  the  purpose  of  the  record,  to  clear  up  this  mat- 
ter with  relation  to  Commissioner  Judson,  that  he  has  been  the  cause 
of  making  this  thing  public,  let  me  say  that  on  the  following  morn- 
ing, having  determined  that  the  newspapers  were  kept  silenced,  there 
was  no  way  possible  in  which  the  matter  could  be  sifted.  I  personally 
sent  for  Col.  Judson.  It  was  at  my  instance  that  I  did  so,  without  re- 
quest. I  said  to  him  in  substance  that  I  thought  the  truth,  whatever 
it  was,  should  be  known;  that,  since  the  papers  would  not  print  it, 
I  knew  of  but  one  way  to  get  the  truth  known.  Mr.  Burke,  of  Penn- 
sylvania, had  insisted  that  this  matter  be  made  the  subject  of  con- 
gressional inquiry  on  at  least  two  occasions,  and  at  my  own  respon- 
sibility I  brought  the  matter  before  the  chairman  of  this  committee, 
at  the  request  of  no  man,  but  because  publicity  was  forbidden  by  the 
action  of  counsel  of  the  insurance  companies,  who  threatened,  as  I 
am  informed,  every  newspaper  in  Washington  with  libel  if  the  state- 
ment of  the  commissioners  was  printed. 

Mr.  Johnson.  Is  that  all  ?  You  may  be  excused.  Is  the  custodian 
of  the  stock  subscriptions  of  either  of  these  companies  here  ? 

Mr.  Caeusi.  Miss  Anhof  has  charge  of  the  subscriptions  of  the 
JFirst  National  Fire  Insurance  Co. 

TESTIMONY  OF  CLARA  ANHOF. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Johnson.  Give  the  stenographer  your  name. 

Miss  Anhof.  Clara  Anhof. 

Mr.  Johnson.  What  is  your  occupation  ? 

Miss  Anhof.  I  am  custodian  of  the  lists  and  the  stockholders  of  the 
First  National  Fire  Insurance  Co. 

Mr.  Johnson.  Have  you  examined  those  records  to-day  ? 

Miss  Anhof.  I  have. 

Mr.  Johnson.  For  Avhat  purpose? 

Miss  Anhof.  I  was  requested  to  see  whether  we  had  a  stockholder 
by  the  name  of  Lee  Johnson,  and  I  looked  among  our  stockholders 
and  found  that  we  had  no  stockholder  by  the  name  of  Lee  Johnson 
at  all.  I  further  looked  in  our  general  correspondence  files  to  see  if 
we  had  any  correspondent  by  that  name,  and  I  found  that  we  had  no 
correspondent  by  the  name  of  Lee  Johnson  at  all,  at  any  time,  among 
our  records. 
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Mr.  Johnson.  I  have  a  brother  named  Lee  Johnson,  who  lives  at 
Smithsville,  Ky.,  and  your  statement  now,  if  I  correctly  understand 
you,  is  that  he  is  not  a  stockholder  in  your  company  ? 

Miss  Anhof.  He  is  not  a  stockholder  and  not  a  correspondent. 

Mr.  Johnson.  And  you  have  no  correspondence  with  him? 

Miss  Anhof.  None  whatsoever,  according  to  our  lists. 

Mr.  Johnson.  Do  any  of  you  other  gentlemen  wish  to  ask  any 
questions  ?    [After  a  pause.]    You  may  be  excused. 

TESTIMONY  OF  PAUL  F.  GEOVE. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Johnson.  Please  state  your  name  and  occupation. 

Mr.  Grove.  Paul  F.  Grove;  secretary  of  the  Commercial  Fire 
Insurance  Co.,  District  of  Columbia. 

Mr.  Johnson.  Are  you  the  custodian  of  that  company  of  the  list 
of  stockholders? 

Mr.  Grove.  I  am. 

Mr.  Johnson.  Have  you  examined  that  list  to-day? 

Mr.  Grog's.  I  have. 

Mr.  Johnson.  For  what  purpose? 

]\lr.  Grove.  To  ascertain  whether  or  not  we  had  a  stockholder  by 
the  name  of  Lee  Johnson  located  at  Smithville,  Ky. 

Mr.  Johnson.  Did  you  find  his  name  among  the  stockholders? 

Mr.  Gro\'e.  I  did  not. 

Mr.  Johnson.  Consequently  he  is  not  a  stockholder? 

Mr.  Grove.  Not  of  record. 

Mr.  Johnson.  Did  you  look  among  your  files  to  see  whether  or 
not  tliere  had  been  any  correspondence  with  him? 

Mr.  Groxt:.  I  did. 

Mr.  Johnson.  Has  there  been? 

Mr.  Grove.  There  has  not. 

Mr.  Johnson.  Does  anybody  else  wish  to  ask  any  questions? 
[After  a  pause.]     You  may  be  excused. 

Mr.  Eedfield.  I  should  like  to  ask  Mr.  Godwin  a  question. 

ADDITIONAL  TESTIMONY  OF  EARL  GODWIN. 

Mr.  Eedfield.  Mr.  Godwin,  I  wish  you  would  state  to  this  com- 
mittee whether  in  any  way  whatever,  directly  or  indirectly,  I  have 
communicated  with  you  respecting  this  committee  or  any  of  its 
actions  since  that  conversation  on  the  trolley  car. 

Mr.  Godwin.  I  think  I  saw  you  the  next  day  at  the  Capitol. 

Mr.  Redfield.  Yes;  I  think  you  did. 

Mr.  Godwin.  I  believe  we  had  some  conversation  about  whether  or 
not  the  resolution  had  been  introduced  or  would  be  introduced.  I 
asked  you  merely  as  a  newspaper  man  asks  a  Member  of  the  House 
frequently. 

Mr.  Redfield.  And  what  was  the  answer? 

Mr.  Godwin.  I  do  not  know  what  the  answer  was,  but  the  opinion 
of  a  moment,  whether  is  was  on  its  way,  or  v/hether  is  was  not,  I 
forget. 

Mr.  Redfield.  And  that  was  the  last? 

Mr.  Godwin.  That  is  the  last. 
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ADDITIONAL  TESTIMONY  OF  U.  G.  SMITH. 

Mr.  Johnson.  You  have  testified  to-day  relative  to  a  rumor  or  an 
impression  that  my  brother,  Lee  Johnson,  is  a  stockholder  in  one  or 
the  other  of  these  insurance  companies.  Did  I  understand  you  to 
say  that  the  first  suggestion  of  that  that  you  heard  was  on  Saturday 
night  ? 

Mr.  Smith.  No. 

Mr.  Johnson.  Sunday  night? 

Mr.  Smith.  Sunday  night. 

Mr.  Johnson.  Was  it  last  night? 

Mr.  Smith.  No. 

Mr.  Johnson.  When  did  you  first  hear  it  ? 

Mr.  Smith.  Oh,  I  do  not  know.  Two  or  three  weeks  ago  the^ 
question  was  asked  me  if  I  knew  that  it  was  the  fact. 

Mr.  Johnson.  Who  asked  you? 

Mr.  Smith.  A  newspaper  man. 

Mr.  Johnson.  Who? 

Mr.  Smith.  Early,  S.  T. 

Mr.  Johnson.  Two  or  three  weeks  ago  ? 

Mr.  Smith.  1  should  think  about  that  length  of  time.  I  do  not 
know.  Some  time  during  the  investigation.  It  was  simply  that 
there  was  a  rumor  that  there  was  a  difference  of  opinion  in  the  com- 
mittee, and  he  wanted  to  know  if  I  knew  anything  about  it;  and  I 
said:  Why,  no;  I  have  not  heard  anything  about  that."  I  think 
that  is  all  there  was  about  it. 

Mr.  Johnson.  Who  brought  up  the  subject  last  night,  you  or  Mr. 
Clark? 

Mr.  Smith.  Mr.  Clark.    About  this  investigation  ?    Yes. 

Mr.  Johnson.  Yes;  about  my  brother  owning  stock  in  one  of  the 
companies. 

Mr.  Smith.  Well,  he  made  that  statement  in  the  conversation. 

Mr.  Johnson.  Did  you  not  testify  when  you  were  upon  the  stand 
an  hour  or  such  a  time  ago  that  that  was  the  first  time  that  you  had 
heard  my  brother's  name  being  connected  as  a  stockholder  with  either 
one  of  these  concerns? 

Mr.  Smith.  I  did  not  say  that.  I  do  not  think  that  question  was 
asked  me. 

Mr.  Johnson.  And  did  you  not  further  say  that  you  liad  not  men- 
tioned the  subject  to  anybody  outside  of  your  family,  except  to  Mr. 
Clark? 

Mr.  Smith.  Yes;  the  conversation  of  last  night.  I  have  not.  I 
have  not  seen  anybody  since  last  night.  I  was  asked  if  I  had  re- 
peated this  conversation  to  anybody.  I  said :  "  No ;  not  unless  I  had 
mentioned  it  at  home  " ;  because  this  took  place  after  9  o'clock  last 
night— outside  of  mentioning  it  to  Mr.  Redfield  this  morning. 

Mr.  Eedfield.  That  was  this  morning? 

Mr.  Smith.  Yes. 

Mr.  Johnson.  Have  you  any  questions  to  ask,  Mr.  Eedfield ! 

Mr.  Redfield.  Yes.  Mr.  Smith,  did  you  tell  me  in  any  way  that 
Mr.  Johnson's  brother  was  a  stockholder  in  these  companies  prior  to 
this  morning? 

Mr.  Smith.  No. 

Mr.  Redfield.  That  is  all. 
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Mr.  Johnson.  Does  any  member  of  the  committee  desire  to  ask 
any  questions? 

Do  you  gentlemen  of  counsel  wish  to  ask  the  witness  any  questions  ? 

Mr.  Douglas.  I  have  two  questions.  Mr.  Smith,  did  you  say  who 
told  you  about  this  first  ?    I  do  not  think  I  get  your  answer. 

Mr.  Smith.  I  say  it  was  not  told  to  me.  I  was  asked  if  I  had  heard 
any  such  thing. 

Mr.  Douglas.  Who  was  it  asked  you  that  ? 

Mr.  Smith.  I  think  it  was  Steve ;  that  is,  Mr.  Early. 

Mr.  Douglas.  Mr.  Early? 

^Ir.  SiniTH.  They  came  in  to  find  out. 

Air.  Douglas.  Mr.  Early  was  the  first  man  that  told  you  he  had 
heard  anything  about  it? 

Mr.  Smith.  Yes ;  he  came  in  to  ask  if  there  was  anything  in  it. 

Mr.  Douglas.  That  is  two  or  three  weeks  ago  ? 

Mr.  Sjiith.  "Well,  it  is 

Mr.  JoHxsoN.  It  was  in  the  ofSce.  He  came  into  Mr.  Redfield's 
office  and  asked  you  that  question  there? 

IMr.  SjriTH.  Yes;  I  think  the  committee  was  in  session  then,  be- 
cause Mr.  Redfield  had  not  returned  yet. 

Mr.  JoH^'so^^  Is  that  the  only  conversation  you  had  had  with 
Mr.  Early  about  it? 

i\Ir.  Smith.  About  that ;  yes.  He  asked  me  about  any  difference  in 
the  committee. 

Mr.  Johnson.  Let  us  not  get  mistaken  this  time.  That  is  the  only 
conversation  you  had  with  Mr.  Early  relative  to  my  brother  being  a 
stockholder '. 

]\[r.  Smith.  That  is  all. 

]Mr.  Johnson.  And  that  was  in  Mr.  Redfield's  office  two  or  three 
weeks  ago? 

]\Ir.  Smith.  I  say  two  or  three  weeks ;  it  was  some  time  ago. 

Mr.  Johnson.  How  long  ago? 

Mr.  SiiiTH.  "Well,  it  could  not  have  been  two  or  three  weeks  ago. 
It  was  before  the  holidays. 

Mr.  Johnson.  This  investigation  commenced  on  the  26th. 

ilr.  Smith.  It  was  while  the  investigation  was  going  on,  be- 
cause  

Mr.  Johnson  (interposing).  Was  it  early  in  the  investigation? 

Mr.  Smith.  Oh,  no ;  it  was  either  just  before  the  holidays  or  since 
then.     I  forget  that. 

Mr.  Johnson.  Either  just  before  the  holidays?  "What  do  you 
mean  now  by  "  holidays  "  ? 

Mr.  Smith.  Well,  Christmas  and  New  Year. 

Mr.  Johnson.  It  was  either  just  before  New  Year  day  or  immedi- 
ately afterwards? 

Mr.  Smith.  Yes. 

Mr.  Johnson.  Then,  what  day  of  the  month  is  this? 

Mr.  Smith.  This  is  the  13th. 

Mr.  Johnson.  So,  then,  it  has  been  about  two  weeks  ago? 

Mr.  Smith.  I  should  judge  it  is  that  length  of  time ;  yes. 

Mr.  JoHjfSON.  About  two  weeks  ago? 

Mr.  Smith.  Yes. 

Mr.  Douglas.  And  you  have  had  no  conversation  at  all  with  him 
since  then  on  this  subject? 
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Mr.  Sjiith.  No  ;  he  did  not  bring  it  up  again. 

Mr.  DouGi^AS.  I  mean  vou  did  not  bring  it  up  again  ? 

Mr.  bariTH.  JNo. 

Mr.  Douglas.  Pardon  me;  joii  never  did  tell  him  that  you  had 
heard  this  at  all? 

Mr.  Smith.  No,  sir;  he  simply  came  in  there  and  asked  for  infor- 
mation. 

Mr.  Douglas.  I  ask  you  whether  you  told  him  that  you  heard 
that  Mr.  Johnson's  brother  had  stock? 

Mr.  Smith.  No,  sir. 

Mr.  Douglas.  In  either  of  these  companies? 

Mr.  SariTH.  No ;  I  simply 

Mr.  Douglas  (interposing).  Either  there  or  on  any  occasion? 

Mr.  Smith.  No. 

Mr.  Douglas.  You  are  positive  about  that? 

Mr.  Smith.  Positive. 

Mr.  Douglas.  As  a  matter  of  fact  you  never  heard  said  from 
anybody,  except  in  the  form  of  a  question  put  to  you  by  Early  about 
two  weeks  ago? 

Mr.  Smith.  That  is  right. 

Mr.  Johnson.  Is  Mr.  Early  in  the  room? 

Mr.  Prouty.  Mr.  Chairman,  it  seems  to  me  now  that  we  have 
spent  as  much  time  on  this  as  we  probably  ought  to.  Mr.  Johnson 
is  certainly  exonerated  from  even  having  a  wayward  brother. 

Mr.  Johnson.  Yes;  the  question  now  becomes  one,  I  think,  not 
so  much  that,  but  I  do  believe  that  an  attempt  has  been  made  to 
make  mischief  out  of  an  assertion  which  was  at  that  time  known  to 
be  false,  and  if  true  did  not  reflect  upon  me  or  my  integrity,  but 
that  an  attempt  was  made  through  that  channel  to  reflect  upon  my 
integrity,  and  if  Mr.  Smith  has  made  any  misstatement  concerning  this 
matter,  inasmuch  as  it  seems  to  hare  originated  from  him,  I  want  to 
find  out  about  it.  There  is  a  direct  conflict  between  Mr.  Early  and 
Mr.  Smith,  and  I  would  like  to  emphasize  it.     That  is  all. 

Mr.  Prouty.  I  thought  Mr.  Smith  was  done  or  I  would  not  have 
made  any  remark.    I  thought  you  were  done  examining  him. 

Mr.  Johnson.  I  am;  but  I  would  like  to  have  Mr.  Early  come 
back.  It  seems  also,  from  the  evidence,  that  leaks  from  the  com- 
mittee has  come  from  the  same  source.  While  I  do  not  care  so  much 
for  that,  there  is  nothing  relative  to  the  whole  matter  that  I  am  not 
willing  to  have  known.  » 

Mr.  Prouty.  The  only  thing  I  was  trying  to  do,  Mr.  Chairman, 
was  to  get  down  to  the  investigation  of  the  subject  we  are  investi- 
gating. 

Mr.  Johnson.  I  believe.  Judge  Prouty,  that  you  know  there  has 
been  no  member  of  the  committee  more  anxious  than  I  have  been 
that  we  adhere  strictly  to  the  investigation  of  the  matters  mentioned 
in  the  resolution,  and  I  know  that  you  accord  me  the  full  right  and 
that  I  have  your  utmost  sympathy  in  an  effort  to  ascertain  who  has 
attempted  to  wrongfully  play  with  my  name  in  this  matter. 

Mr.  Prouty.  Yes;  I  fully  agree  with  you  in  that,  Mr.  Johnson. 
But,  on  the  other  hand,  let  me  suggest  that  there  is  not  a  member 
of  this  committee,  and  I  think  there  is  not  a  member  of  any  of  these 
companies  that  doubts  in  the  least  your  absolute  integrity.  No  one 
that  has  served  with  you  as  long  as  I  have  on  the  committee  could  do 
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that,  and  I  just  have  the  feeling  that  we  perhaps  have  spent  enough 
time  on  it,  because  I  know  that  no  one  who  has  the  slightest 
respect- 


Mr.  Johnson  (interposing).  I  do  not  know  that  the  expenditure 
of  additional  time  would  do  anv  more  than  to  emphasize  the  mat- 
ters that  have  been  brought  out,"  but  I  am  extremely  anxious  to  get 
the  name  of  the  man  and  to  find  him  who  would  attempt  in  the 
rem.otest  way  to  play  upon  my  name  for  the  purpose  of  accomplish- 
ing any  sort  of  end"  and  if  I  can  find  it,  I  want  to  find  it,  either 
through  this  committee  or  outside  of  this  committee.  The  effort  has 
been  clearly  made,  and  I  would  like  to  find  out,  and  I  shall  not  st' 
either  in  this  committee  or  out  of  it.  until  I  find  the  name  and  the 
man. 

^Ir.  Prouti'.  ]Mr.  Johnson,  do  not  understand  me  as  hesitating  to 
go  ahead  and  investigate  everything. 

Mr.  JoHxsoN.  No;  I  do  no"t  understand  you  so,  Judge,  at  all.  I 
understand  you  are  perfectly  willing  to  give  me  all  the  latitude  I 
wish  in  order  to  stir  up  a  piece  of  malignity  that  has  too  often  shown 
itself  since  this  thing  commenced. 

Mr.  Douglas.  INIr.  Chairman,  I  understand  that  Mr.  Clark  is  here. 
I  do  not  know  him  personally — Mr.  G.  A.  Clark. 

]Mr.  Johnson.  Is  ^Ir.  Clark  in  the  room — ]\Ir.  G.  A.  Clark?  Is 
that  the  man? 

INIr.  Smith.  That  is  the  man. 

TESTIMONY  OF  GILBERT  A.  CLARK. 

The  witness  was  duly  sworn  by  the  chairman. 

IMr.  Johnson.  Please  give  the  stenographer  your  full  name. 

Mr.  Clark.  Gilbert  A.  Clark. 

Mr.  Johnson.  Your  residence  and  occupation. 

Mr.  Clark.  816  Thirteenth  Street;  actuary  of  the  Equitable  Life 
Insurance  Co.,  of  the  District  of  Columbia. 

ilr.  Johnson.  How  long  have  you  been  in  the  room,  Mr.  Clark? 

jNIr.  Clark.  xVbout  three  minutes ;  five  minutes,  maybe. 

Mr.  Johnson.  Did  you  hear  the  direct  testimonv  of  Mr.  Smith? 
AAliat  are  his  initials?'   U.  G.  Smith? 

Mr.  Clark.  Xo,  sir;  I  did  not. 

^Ir.  Johnson.  Eelative  to  a  conversation  had  with  you  last  night 
in  which  my  ];iame  was  mentioned,  and  also  the  name  of  my  brother, 
as  being  a  stockholder  in  either  the  Commercial  Fire  Insurance  Co. 
or  the  First  National  Fire  Insurance  Co.?  You  were  not  present 
then? 

Mr.  Clark.  No,  sir ;  your  name  was  not  mentioned  last  night  in  any 
conversation. 

Mr.  Johnson.  You  were  not  present  in  the  room  when  he  testified 
this  morning  relative  to  those  things? 

Mr.  Clark.  No,  sir. 

Jlr.  Johnson.  And  you  are  now  in  the  dark  as  to  what  he  did 
testify? 

Mr.  Clark.  Yes.  I  do  not  know  what  he  said.  I  was  not  here. 
I  came  in  during  the  argument. 

Mr.  Douglas.  Pardon  me,  Mr.  Chairman.  May  I  suggest  that  you 
ask  him  if  he  has  talked  to  anj'body  since  he  was  summoned  ? 
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Mr.  Johnson.  Have  you  talked  to  anybody  relative  to  a  conversa- 
tion had  with  Mr.  Smith  last  night  since  that  conversation  occurred? 

Mr.  Clark.  No,  sir. 

Mr.  Johnson.  No^Y,  vcill  you  please  tell  what  that  conversation 
between  you  and  Mr.  Smith  was,  where  it  was,  and  what  it  was,  and 
how  it  came  up  ? 

Mr.  Clark.  Well,  it  happened  after  church  services,  standing  in  the 
vestibule  of  that  church  building,  standing  in  the  vestibule  of  the 
church.  I  brought  up  this  subject  of  the  insurance  investigation,  the 
fact  that  it  was  covering  a  wide  latitude,  and  I  think  Mr.  Eedfield's 
name  was  mentioned,  and  I  said  I  thought  he  appeared  rather  favor- 
able to  Mr.  Stellwagen.  That  is  about  the  subject  of  the  whole  con- 
versation.  '  Your  name  was  not  mentioned  ? 

Mr.  Johnson.  Was  my  brother's  name  mentioned  ? 

Mr.  Clark.  No,  sir. 

Mr.  Johnson.  This  is  the  first  time  you  ever  heard  of  it? 

Mr.  Clark.  Yes,  sir. 

Mr.  Johnson.  Mr.  Redfield,  will  you  question  him? 

Mr.  Redfield.  What  did  you  say  regarding  my  relations  or  alleged 
relations  or  what  seemed  to  be  my  relations  with  Mr.  Stellwagen,  Mr. 
Clark? 

Mr.  Clark.  Well,  I  just  said  that  the  general  impression  was  of 
those  that  I  talked  to  that  you  seemed  to  be  rather  favorable  to  Mr. 
Stellwagen ;  that  was  all.  Nothing  specific  was  said  at  all.  That  was 
the  substance  of  the  conversation. 

Mr.  Redfield.  Did  you  not  say  that  it  seemed  as  if  I  was  in  the 
employ  of  Mr.  Stellwagen? 

Mr.  Clark.  Yes ;  I  said  that  it  looked  a  little  that  way ;  yes. 

Mr.  Redfield.  Tell  it  all.    Do  not  be  at  all  backward. 

Mr.  Johnson.  Do  not  leave  out  anything. 

Mr.  Redfield.  Tell  it  all. 

Mr.  Clark.  That  is  about  the  substance  of  the  conversation.  I  do 
not  remember  the  exact  words  or  anything  of  the  kind.  There  was 
nothing  much  to  the  conversation.  We  were  laughing  about  the 
matter.    It  was  nothing  serious  at  all. 

Mr.  Redfield.  Did  you  not  also  say  that  Mr.  Johnson's  brother 
was  a  stockholder  in  the  company? 

Mr.  Clark.  No,  sir;  Mr.  Johnson's  name  was  not  mentioned. 

Mr.  Redfield.  And  did  you  not  say,  or  did  you  say  that — or  did 
Mr.  Smith  say  to  you  that  that  was  a  matter  that  you  could  find  out 
all  about? 

Mr.  Clark.  No. 

Mr.  Redfield.  Whether  he  was  or  was  not  a  stockholder? 

Mr.  Clark.  There  was  nothing  said  about  it. 

Mr.  Redfield.  You  mean  that  the  subject  was  in  no  way  men- 
tioned between  you,  by  you  or  by  Mr.  Smith,  or  ai  any  time  as  to 
whether  Mr.  Johnson  was  a  stockholder  or  his  brother  was  a  stock- 
holder in  one  of  these  companies? 

Mr.  Clark.  I  am  positive  about  it.  It  was  not  mentioned  at  all. 
Mr.  Johnson's  name  was  not  mentioned. 

Mr.  Redfield.  Well,  was  the  chairman  of  the  committee  men- 
tioned ? 

Mr.  Clark.  No,  sir. 
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Ml.  Redfield.  As  the  chairman  as  distin^iished 

Mr.  Clakk  (interposing).  Xo.  sir. 

Mr.  Eedfield.  That  is  all. 

Mr.  Proutv.  Did  I  understand  you  to  say  that  you  gave  as  your 
opinion  or  as  your  impression  that  one  member  of  this  committee 
was  in  the  employ  of  somebody  to  carry  on  an  investigation  here  ? 

Mr.  Clark.  No;  not  that. 

Mr.  Prottty.  What  did  you  say  upon  that  subject? 

Mr.  Claek.  I  said  it  apjpeared  tliat  Mr.  Redfield  was  the  employet 
of  Mr.  Stelhvagen.  That  is  about  what  I  said;  yes;  but,  really,  we 
were  in  a  sort  of  a  joking  converstion — were  not  talking  seriously  at 
all.    It  was  not  meant  seriously,  for  that  matter. 

Mr.  Protty.  Do  you  thinlc  you  ought  to  make  that  kind  of  a 
remark  about  a  member  of  a  committee  you  do  not  know  anything 
about  ? 

Mr.  Clark.  "Well,  we  were  just  joking — a  very  casual  conversation. 
It  really  was  not  intended  as  it  might  be  taken.  It  was  not  intended 
to  really  mean  that  at  all.    I  did  not  think  any  such  thing  at  all. 

Mr.  Prouty.  You  had  no  opinion  that  he  was  so  employed,  had 
you? 

Mr.  Clark.  No,  sir. 

^Ir.  JoH^•so^^  You  say  that  in  that  conversation  my  name — you 
do  not  know  who  I  am ;  I  am  Ben  .lohnson — that  in  that  conversation 
my  name  was  not  mentioned  ? 

Mr.  Clark.  Not  mentioned. 

Mr.  JoHNsoK.  Neither  in  my  individual  capacity  or  as  chairman 
of  the  committee? 

Mr.  Clark.  Not  in  any  way. 

Mr.  Prouty.  Was  his  brother  mentioned? 

Mr.  Clark.  Not  in  any  way. 

Mr.  JoiixsoN.  Do  you  know  whether  I  have  a  brother  or  not? 

Mr.  Clark.  I  do  not. 

Mr.  Johnson.  You  have  no  remote  opinion  upon  that  subject,  have 
you? 

Mr.  Clark.  No. 

Mr.  George.  When  did  this  occur? 

Mr.  Clark.  Last  night,  after  church.  Mr.  Smith  and  I  attend  the 
same  church. 

Mr.  George.  How  long  have  you  known  Mr.  Smith  ? 

Mr.  Clark.  About  three  or  four  years,  I  guess. 

Mr.  George.  Do  you  know  him  intimately  ? 

Mr.  Clark.  Pretty  well;  yes,  sir. 

Mr.  George.  You  know  him  well  enough  to  know  what  his  connec- 
tion would  be  to  this  committee,  remote  or  otherwise  ? 

Mr.  Clark.  Well,  I  knew  that  he  was  employed  by  Mr.  Redfield. 
Yes ;  I  knew  that. 

Mr.  George.  Did  you  feel  familiar  enough  with  Mr.  Smith  to  joke 
about  a  matter  so  grave  as  this — the  integrity  of  a  member  of  a  com- 
mittee ? 

Mr.  Clark.  Why,  yes.  I  think  we  are  pretty  well  acquainted; 
enough  to  joke  about  it.  I  do  not  think  that  Mr.  Smith  took  it 
seriously  that  I  meant  he  was  employed  by  Mr.  Stellwagen. 

Mr.  George.  Whut  did  you  mean  ? 
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Mr.  Clarke.  I  just  meant  that  it  ajjpeared  from  the  newspaper  ac- 
counts that  he  was  rather  favorably  disposed  toward  Mr.  Stellwagen, 
that  is  all. 

Mr.  George.  How  long  did  this  conversation  last? 

Mr.  Clark.  Oh,  a  couple  of  minutes;  two  or  three  minutes,  I 
should  say. 

Mr.  George.  Did  you  go  to  him  and  ask  him  that  question,  or  did 
you  just  casually  meet? 

Mr.  Clark.  Oh,  we  met  in  the  back  of  the  church,  that  is  all — that 
sort  of  talking. 

Mr.  George.  You  did  not  believe  that  a  member  of  this  committee 
was  in  the  employ  or  being  influenced  by  anybody  ? 

Mr.  Clark.  No,  I  did  not;  no.  No,  I  did  not.  It  was  more  of  a 
joke,  that  is  what  it  was,  just  simply  joking  about  it.  I  did  not  in- 
tend to  cast  any  reflection  upon  Mr.  Redfield  at  all.  I  just  said  that 
he — it  was  not  intended  in  that  way  at  all. 

Mr.  Prouty.  Did  anybody  else  hear  this  conversation  ? 

Mr.  Clark.  I  do  not  think  they  did. 

Mr.  Prouty.  Are  you  related  in  any  way  to  Mr.  Clark,  connected 
with  one  of  these  companies  ? 

Mr.  Clark.  Yes ;  I  am  a  brother  of  Allen  C.  Clark. 

Mr.  Prouty.  Did  you  ever  hear  him  talk  about  the  matter? 

Mr.  Clark.  No  ;  nothing  specific.  In  a  general  way  he  has  talked 
about  the  investigation  gomg  on.    Tliat  is  about  all. 

Mr.  Prouty.  Did  he  intimate  to  you  that  he  thought  Mr.  Redfield 
was  in  the  employ  of  Mr.  Stellwagen  ? 

Mr.  Clark.  No,  sir;  he  did  not. 

Mr.  Prouty.  Where  did  jou  get  the  impression  that  he  was  in 
the  employ  of  Mr.  Stellwagen? 

Mr.  Clark.  Why,  I  never  thought  that  he  was. 

Mr.  Prouty.  Where  did  you  get  sufficient  information  upon  which 
to  make  that  accusation  in  a  jest,  for  instance? 

Mr.  Clark.  It  was  not  an  accusation.  I  want  it  understood  that 
I  was  really  joking  with  Mr.  Smith,  because  I  knew  he  was  employed 
by  Mr.  Redfield,  and  I  was  sort  of  joking  with  him  about  it;  that 
IS  all,  you  might  say. 

Mr.  Prouty.  Where  did  you  get  the  impression  that  Mr.  Redfield 
was  so  prejudiced  that  your  joking  remark  would  be  even  defensible? 

Mr.  Clark.  Oh,  I  judged  from  newspaper  accounts  that  he  seemed 
to  lean  a  little  that  way ;  that  is  all. 

Mr.  Redi'ield.  You  have  not  been  at  any  of  the  hearings? 

Mr.  Ci-AEK.  No,  sir. 

Mr.  Redfield.  You  have  not  read  the  testimony  ? 

Mr.  Clark.  No,  sir. 

Mr.  Prouty.  There  was  no  talk  at  that  conversation,  as  I  under- 
stand you,  about  Mr.  Johnson  or  his  brother  ? 

Mr.  Clark.  Not  a  word  said. 

Mr.  Johnson.  Mr.  Smith,  you  are  now  sitting  within  4  feet  of 
Mr.  Clark.  This  morning  you  have  testified  to  the  effect  that  last 
night  in  a  conversation  with  Mr.  Clark  that  he  told  you  that  my 
brother  was  a  stockholder  in  one  or  the  other  of  these  companies, 
lie  now  testifies  that  he  said  no  such  thing  to  you ;  that  he  did  not 
mention  my  name  to  you;  that  you  did  not  mention  my  name  to 
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him;  that  my  brother  was  mentioned  in  nowise.    Will  you  please 


interrogate  Mr.  Clark  upon  the  subject  ? 
Mr.  Smith.  No.     I  will  i '      ' 


simply  state  this,  that  when  Mv.  Clark 
came  up  to  me  and  spoke  about  the  insurance  investigation  taking  a 
pretty  broad  range,  I  got  very  emphatic  as  to  my  opinion  of  some 
of  the  transactions.  ^Nlr.  Clark  stated  that  the  thing  was  getting  so 
broad  it  would  fall  flat;  the  insurance  companies  were  all  right,  or, 
rather,  that  the  insurance  department  was  all  right ;  and,  as  I  stated 
this  morning,  to  verify  that,  "  Why,  we  hear  that  even  Johnson's 
brother  was  a  stockholder."     Do  you  remember  saying  that? 

Mr.  Clark.  Xo,  sir;  I  never  said  anything  like  that.  I  never 
heard  any  such  thing. 

Mr.  Johnson.  Continue  to  interrogate  him,  Mr.  Smith. 

Mr.  Smith.  That  is  all  I  have  to  say. 

Mr.  Clark.  I  did  not  know  Mr.  Johnson  had  a  brother,  in  the 
first  place. 

Mr.  Johnson.  You  do  not  Imow  now  whether  I  have  or  not,  do 
you? 

Mr.  Clark.  No,  sir ;  I  do  not,  Mr.  Johnson. 

Mr.  Johnson.  You  never  heard  whether  I  had  one? 

Mr.  Clark.  No,  sir. 

Mr.  Easby-Smith.  Mr.  Clark,  when  you  made  this  statement  con- 
cerning Mr.  Eedfield,  did  Mr.  Smith  become  indignant,  or  did  he 
appear  to  take  it  as  you  meant  it,  as  a  joke  ? 

Mr.  Clark.  I  think  he  took  it  as  a  joke.  I  thought  he  understood 
it  that  way,  that  I  was  really  kidding  him  about  it,  because  I  knew 
he  was  Mr.  Eedfield's  secretary  and  thought  I  was  just  trying  to  stir 
him  up  a  little,  and  he  would  think  I  was  just  kidding  him,  so  to 
speak. 

Mr.  Easbt-Smith.  When  you  used  that  term  that  he  was  in  Mr. 
Stellwagen's  employ,  did  you  in  any  manner  mean  to  imply  that  he 
was  acting  for  Mr.  Stellwagen  as  attorney  ? 

Mr.  Clark.  Oh,  no;  I  had  no  such  thought.  I  knew  it  was  not 
the  case.     I  knew  that. 

Mr.  Easbt-Smith.  We  understand  that  you  meant  it  as  a  joking 
manner  of  speech  ? 

Mr.  Clark.  Yes ;  because  I  knew  Mr.  Smith  was  employed  under 
Mr.  Eedfield.  ^ 

ADDITIONAL  TESTIMONY  OF  S.  T.  EARLY. 

Mr.  Johnson.  You  have  already  been  sworn,  Mr.  Early  ? 

Mr.  Eari.t.  Yes ;  Mr.  Chairman. 

Mr.  Johnson.  I  wish  you  to  continue  your  testimony.  Did  you 
hear  what  Mr.  Smith  just  testified  to  as  relative  to  the  time  that  he 
told  you  when  my  brother  was  reputed  to  be  a  stockholder  in  these 
companies  ? 

Mr.  Early.  No  ;  I  did  not. 

Mr.  Johnson.  You  did  not  hear  that  ? 

Mr.  Early.  No. 

Mr.  Johnson.  Did  you  have  a  conversation  as  far  back  as  the 
1st  of  January  with  Mr.  Smith  upon  this  subject?  This  is  the  1.3th 
of  the  month  now. 


INVESTIGATION    OP    INSUKANCE    COMPANIES.  1145 

]Mr.  Eably.  Not  to  my  recollection. 

Mr.  Johnson.  You  have,  I  believe,  told  us  pretty  clearly  when 
you  first  heard  of  it,  and  that  was  perhaps  on  last  Friday,  was  it  not? 

]Mr.  Early.  I  think  it  was,  Mr.  Chairman ;  yes. 

Mr.  Johnson.  And  not  having  heard  of  it  before  then,  you  did 
not  tell  Mr.  Godwin  of  it  until  this  morning  ? 

Mr.  Early.  No;  I  did  not. 

]Mr.  Johnson.  And  if  you  had  heard  of  that  statement  being  made 
by  Mr.  Smith,  who  is  in  Mr.  Eedfield's  office,  who  is  one  of  the  mem- 
bers of  this  committee,  you  would  have  told  Mr.  Godwin  of  it  then, 
^YOuld  you  not? 

]\Ir.  Early.  I  probably  would. 

Mr.  Johnson.  Well,  is  it  not  most  probable  that  you  would? 

^Ir.  Early.  I  think  so;  yes. 

^Ir.  Johnson.  And  do  I  understand  you  to  say  now  that  you  did 
not  know  of  this  matter  before  last  Friday? 

^Ir.  Early.  To  the  best  of  my  recollection,  I  did  not. 

^Ir.  Johnson.  And  that  you  have  had  no  conversation  with  Mr. 
Smith  relative  to  the  matter  prior  to  that  time  ? 

]Mr.  Early.  I  have  not. 

Mr.  Johnson.  Did  you  ever  have  a  conversation  with  Mr.  Smith 
relative  to  this  matter  in  Mr.  Redfield's  office,  or  out  in  the  corridor  ? 

Mr.  Early.  When,  Mr.  Chairman? 

]Mr.  Johnson.  Any  time. 

Mr.  Early.  Why,  I  stated  that  all  of  my  conversations  were  in 
the  corridor,  down  in  that  corner  of  this  building. 

Mr.  Johnson.  Then  you  had  no  conversation  with  Mr.  Smith  upon 
this  subject  in  Mr.  Eedfield's  office? 

Mr.  Early.  I  have  been  in  Mr.  Eedfield's  office  from  time  to  time, 
as  I  go  in  all  of  the  offices  in  the  building  here  to  solicit  news,  and 
that  might  have  been  mentioned  casually  or  in  any  other  way  at  any 
time,  but  to  the  best  of  my  recollection  it  never  was  mentioned  in 
Mr.  Eedfield's  office. 

Mr.  Eedfield.  Mr.  Early,  if  I  recall  it  correctly,  you  testified  to 
two  interviews  with  Mr.  Smith,  one  during  vv^hich  this  matter  of 
Mr.  Johnson's  brother  came  up  in  a  casual  way,  and  the  other  in 
which  it  had  to  do  with  the  way  in  which  the  investigation  was  pro- 
ceeding, at  an  earlier  date?     Is  that  correct? 

Mr.  Early.  That  is  correct,  Mr.  Eedfield. 

Mr.  Eedfield.  How  early  was  this  earlier  date? 

Mr.  Early.  Oh,  I  think  it  was  the  first  part  of  last  week. 

Mr.  Eedfield.  That  would  be  approximately 

Mr.  Early  (interposing).  About  the  7th  or  8th,  I  think,  some- 
where along  there. 

Mr.  Eedfield.  Can  you  recall  about  the  1st  of  the  month,  or  just 
after  the  investigation  had  started,  seeing  Mr.  Smith,  and  among 
other  matters  asking  him  if  he  knew  Mr.  Johnson  had  a  brother  who 
was  a  stockholder? 

Mr.  Early.  No. 

Mr.  Eedfield.  That  j^ou  do  not  recall  at  all  ? 

Mr.  Early.  No. 

Mr.  Eedfield.  Your  recollection  is  that  the  first  knowledge  you 
had  of  that  alleged  fact,  now  happily  proven  not  to  be  a  fact  at  all, 
was  on  Friday  ? 
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Mr.  Early.  I  think  it  was. 

Mr.  Redfteld.  Why  do  you  guard  j'our  statement  by  saying  "  I 
think  "  ?    Are  you  not  positive  ?  "^ 

Mr.  Earlt.  I  am  as  near  positive  as  T  can  be  without  knowing 
definitely. 

Mr.  Redeield.  Even  then,  as  I  understand,  it  was  not  made  as  an 
assertion ;  it  was  a  question  ?    Is  that  right  ? 

Mr.  Early.  By  me. 

Mr.  Redfield.  By  eitlier  party  or  both  ? 

Mr.  Early.  I  think  it  was. 

Mr.  REDFiELn.  Thnt  is  all. 

Mr.  Johnson.  The  statements  are  somewhat  conflicting  as.  to 
whether  you  first  spoke  to  ^Ir.  Smith  about  my  brother  being  a  stock- 
holder, or  as  to  whether  Mr.  Smith  first  spoke  to  you  about  it? 
Which  was  it  ^ 

Mr.  Early.  ^Ir.  Jt)hnson.  I  never  knew  you  had  a  brother. 

Mr.  Johnson.  And  consequently  it  must  have  been  mentioned  to 
you  first  by  Mr.  Smith  ? 

Mr.  Early.  I  think  it  was. 

Mr.  Johnson.  Wliy  do  you  qualify  everything  with  ''think'"? 
Can  you  not  be  absolutely  certain  about  something? 

Mr.  Early.  Well,  it  was. 

Mr.  Johnson.  iNIr.  Smith,  you  are  now  sitting  within  4  feet  of 
Mr.  Early,  and  there  is  a  direct  conflict  between  his  testimony  and 
yours.     Do  you  wish  to  interrogate  him  about  the  matter? 

Mr.  S.-\nTii.  I  won"t  interrogate  him.  I  will  ask  him  if  he  does 
not  remember  a  little  incident.  I  want  to  qualify  a  statement  by 
saying  I  did  not  know  you  had  a  brother,  Mr.  Johnson. 

Mr.  Johnson.  And  t  am,  perhaps,  blaming  you  for  having  said 
it,  when  you  did  not. 

Mr.  Smith.  Who  is  blaming  me? 

Mr.  Johnson.  I  am. 

Mr.  S:mith.  Tf  I  remember  rightly.  I  think  it  Avas  two  or  three 
weeks  ago  when  you  came  in  there  and  asked  if  there  was  anything 
about  the  difference  in  the  committee,  and  did  you  not  ask  me  if  I 
knew  whether  there  was  anything  in  this  rumor  about  Johnson  hav- 
ing a  brother  or  relative  a  stockholder,  and  I  said  I  knew  nothing 
about  it? 

Mr.  Early.  Xo. 

Mr.  Smith.  And  I  asked  you  how  strong  it  was,  and  you  said  it 
was  just  a  rumor,  and  I  was  wondering  if  there  was  anything  in  it? 

Mr.  Early.  Xo;  ]Mr.  Smith,  I  think  you  are  mistaken.  I  never 
at  any  time  asked  you. 

Mr.  Johnson.  Is  "  mistaken  "  the  word  you  prefer  to  use? 

Mr.  Early.  It  is.  I  never  at  any  time,  to  my  recollection,  asked 
you  anything  about  ^Ir.  Johnson,  with  reference  to  a  brother. 

Mr.  Smith.  I  certainly  did  not  know  Mr.  Johnson  had  a  brother. 

Mr.  Johnson.  Did  he  mention,  in  the  conversation  to  which  you 
and  Mr.  Smith  have  just  referred — was  "  a  brother  of  mine  "  used, 
in  the  use  of  the  word  "  brother  "  ? 

Mr.  Early.  In  the  one 

Mr.  Johnson.  In  any  conversation  you  had  with  him? 

Mr.  Early.  I  think  Friday.    It  was  never  before. 

Mr.  Johnson.  Friday  it  was? 
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Mr.  Early.  I  think  so. 

Mr  Johnson.  And  mentioned  by  him? 

Mr.  Smith.  When  were  you  in  my  office  Friday? 

Mr.  Eaely.  I  think  about  3  o'clock  Friday  afternoon,  Mr.  Smith. 

Mr.  Johnson.  Mr.  Smith,  do  you  desire  to  ask  him  anything 
further  ? 

Mr.  Smith.  Why,  that  answer  there  would  cover  about  all  I  want 
to  know,  if  he  does  not  remember  the  conversation  when  he  came  in 
there  and  asked  if  I  knew  what  the  difference  was,  if  any,  that  ex- 
isted in  the  committee. 

Mr.  Johnson.  He  said,  ilr.  Smith,  that  he  has  had  no  conversation 
with  you  upon  the  subject  in  Mr.  Redfield's  office. 

Mr.  Smith.  Well,  this  was  right  in  the  office,  Steve ;  certainly. 

Mr.  Johnson.  He  said  the  conversation  occurred  in  the  corridor. 

Mr.  Early.  I  have  talked  with  Mr.  Smith  in  the  office,  and  probably 
questioned  him  in  the  office  or  asked  him  some  questions  about  other 
matters,  but  about  the  subject  of  your  brother  I  have  not.  I  have 
never  made  any  remarks  within  tJie  threshold  of  the  door  about  that. 

Mr.  Johnson.  And  you  never  heard  any  suggestion  that  I  had  a 
brother  until  that  suggestion  was  made  to  you  by  Mr.  Smith? 

Mr.  EjiRLY.  Never. 

Mr.  Johnson.  Do  you  desire  to  ask  anything  further,  Mr.  Smith? 

Mr.  Smith.  Nothing  further. 

Mr.  Johnson.  Does  any  member  of  the  committee  desire  to  ask  any 
questions?    Does  anybody  of  counsel? 

Mr.  Douglas.  No,  sir;  we  have  not  anything. 

Mr.  Johnson.  You  may  be  excused. 

Mr.  Smith.  Am  I  excused? 

Mr.  Johnson.  Yes;  I  am  through  with  you. 

Whereupon,  at  12.50  o'clock  p.  m.,  a  recess  was  taken  until  '2.15 
o'clock  p.  m. 

AFTER  RECESS. 

The  committee  met  at  2.15  o'clock  p.  m..  pursuant  to  the  taking  of 
recess.         — 

Mr.  Johnson.  Mr.  Douglas,  you  can  take  any  witness  now  you 
gentlemen  desire. 

Mr.  Douglas.  We  will  call  Mr.  Gardiner. 

TESTIMONY  OF  ALGERNON  S.  GARDINEE. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Douglas.  Mr.  Gardiner,  state  to  the  committee  what  line  of 
business  you  are  engaged  in. 
Mr.  Gardiner.  Real  estate. 
Mr.  Douglas.  What  is  the  name  of  your  firm  ? 
Mr.  Gardiner.  Gardiner  &  Dent  (Inc.). 

Mr.  Douglas.  How  long  have  you  been  in  the  real  estate  business? 
Mr.  Gardiner.  About  10  years. 
Mr.  Douglas.  In  Washington? 
Mr.  Gardiner.  Yes,  sir. 
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Mr.  Douglas.  Your  firm  does  a  considerable  business  here  in  buy- 
ing and  selling  and  brokerage  contracts  ? 

Mr.  Gardiner.  Yes,  sir. 

Mr.  Douglas.  Where  is  your  office  located  ? 

Mr.  Gardiner.  812  Fourteenth  Street,  the  second  door  from  H 
Street. 

Mr.  Douglas.  Your  office  is  in  the  same  square  with  the  Southern 
Building  ? 

Mr.  Gardiner.  It  is;  yes,  sir. 

Mr.  Douglas.  Your  office  is  on  Fourteenth  Street,  on  the  west  side 
of  Fourteenth  Street  ? 

Mr.  Gakdinee.  On  the  west  side  of  Fourteenth  Street ;  yes,  sir. 

Mr.  Douglas.  Between  H  and  I  Streets?  ' 

Mr.  Gardiner.  That  is  right. 

Mr.  Douglas.  Have  you  paid  sjjecial  attention  to  the  matter  of 
business  properties  in  Washington? 

Mr.  Gardiner.  I  have;  yes,  sir. 

Mr.  Dor(:i,.\s.  You  are  familiar  with  the  rise  or  fall  of  prices  in 
this  particular  locality? 

Mr.  Gardiner.  I  believe  so;  yes,  sir. 

^Ir.  Douci.As.  Do  you  know,  and  are  you  pretty  well  acquainted 
with  what  is  known  as  tlie  Southern  Building,  at  the  corner  of  H  and 
Fifteenth  Streets? 

Mr.  Gardiner.  I  am. 

^Ir.  DoucLAs.  Will  you  state  to  the  committee  what,  in  your 
opinion,  is  a  fair,  conservative  value  at  this  time  for  the  land  on 
■which  the  Southern  Building  is  situated? 

Mr.  Gardiner.  I  think  if  the  ground  were  vacant  at  this  time — 
that  is.  if  there  were  no  building  on  it — the  property  could  be  sold 
within.  I  should  say,  60  days  for  not  less  than  $4.5  a  foot.  The  fact 
that  the  building  is  on  it,  and  bringing  an  income,  I  should  say, 
makes  the  ground  more  valuable. 

Mr.  Douglas.  How  much  more  valuable? 

Mr.  Gardiner.  At  least  $5. 

Mr.  Douglas.  So,  with  the  building  on  it,  you  think  the  ground 
itself  it  made  more  valuable  1>v  $5  a  foot,  and  therefore  worth  about 
$50  a  foot? 

Mr.  Gardiner.  I  do;  yes.  sir. 

Mr.  Doi'OLAS.  State  to  the  committee,  in  your  own  way,  why  you 
place  that  valuation  on  that  ground. 

Mr.  Gardiner.  Because  of  what  surrounding  property  has  sold  for, 
and  what  it  is  being  held  for  in  the  vicinity. 

Mr.  Douglas.  Give  us  some  instance,  so  the  committee  can  see 
how  well  based  is  your  judgment;  state  your  reasons  for  your  opin- 
ion so  the  committee  can  form  their  own  idea  as  to  its  soundness. 

Mr.  Gardiner.  Xear  to  about  two  years  ago  the  building,  part  of 
which  my  office  occupies,  was  sold  for  $1.35,000.  That  is  upon  a  basis 
of  about  $35  or  $36  a  square  foot.  It  was  not  two  months  after  that 
building  was  sold  before  we  contemplated  the  purchase  of  it.  I  asked 
the  parties  who  then  controlled  it  whether  or  not  they  would  con- 
sider $150,000,  and  they  said  they  would  not.  I  asked  them  what 
they  would  consider,  and  they  said  there  was  no  price  on  the  build- 
ing. I  was  told  that  the  ground  adjoining  that,  and  part  of  which 
we  also  occupy,  there  was  a  hundred  thousand  dollars  refused  for. 
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Mr.  Douglas.  How  much  is  that  a  foot? 

Mr.  Gardiner.  That  is  25  by  150. 

Mr.  DouciLAS.  That  is  2,255  feet? 

Mr.  Gardiner.  Yes,  sir. 

Mr.  Douglas.  $100,000? 

Mr.  Gardiner.  Yes.  That  is  an  inside  lot,  and,  of  course,  not  as 
valuable  as  a  corner  lot. 

Mr.  DouGLLAS.  That  is  in  the  neighborhood  of  between  $45  and 
$50  a  foot? 

Mr.  Gardiner.  Yes,  sir. 

Mr.  Douglas.  That  is  correct,  is  it  not? 

Mr.  Gardiner.  If  the  figures  are  correct;  yes. 

Mr.  Douglas.  You  say  that  they  refused  an  offer  of  a  $100,000  for 
an  inside  lot  on  the  west  side  of  Fourteenth  Street,  east  of  the  South- 
ern Building? 

Mr.  Gardiner.  Yes,  sir. 

Mr.  Douglas.  Between  I  and  H  Streets? 

Mr.  Gardiner.  Yes,  sir. 

Mr.  Douglas.  Go  ahead  and  give  any  other  instance  you  know 
about. 

Mr.  Gardiner.  The  building  on  the  opposite  corner  sold  recently, 
as  far  as  I  can  learn,  for  $51  a  foot. 

Mr.  Douglas.  That  is  the  Montrose? 

Mr.  Gardiner.  Yes,  sir ;  the  Montrose.  Taking  west  of  the  South- 
ern Building,  there  have  been  several  transfers  within  the  last  year, 
I  might  state,  and  because  of  the  prices  paid  for  them  I  also  judged 
the  value  of  the  Southern  Building. 

Mr.  Douglas.  How  does  the  Southern  Building  compare  with  the 
other  three  corners  there,  considering  the  size  of  the  lots  and  the 
presence  of  the  alley  there? 

Mr.  Gardiner.  I  think  it  is  equally  as  valuable  as  any  of  the  others. 

^Ir.  Douglas,  ilr.  Gardiner,  I  will  ask  you,  generally,  if  prices  in 
that  section  of  the  city  have  gone  up  normally  or  very  rapidly  in  the 
last  four  or  five  years? 

Mr.  Gardiner.  Very  rapidly. 

^Ir.  Douglas.  Do  you  know  of  any  section  where  business  prop- 
erty has  increased  more  rapidly  in  the  last  four  years  than  Fifteenth 
and  H  Streets? 

Mr.  Gardiner.  I  can  not  say  I  do ;  no. 

Mr.  Douglas.  Mr.  Chairman,  I  will  turn  the  witness  over  to  the 
committee  to  jDrobe  him.  I  have  asked  these  questions  so  many 
times  I  do  not  care  to  bore  the  committee  with  a  repetition  of  them. 
I  present  Mr.  Gardiner  to  the  committee  to  be  subjected  to  any  kind 
of  cross-examination  to  find  out  whether  or  not  he  is  right. 

If  the  committee  will  indulge  me,  I  have  one  other  question : 

With  reference  to  the  concentration  of  business  in  that  section,  and 
the  rapid  increase  of  price,  I  will  ask  you  if  it  is  a  fact  that  Mr. 
Small,  who  owns  the  corner  of  Fourteenth  and  G  Streets,  that  is 
held  around  $85  a  foot,  left  that  building  to  rent  quarters  in  the 
Woodward  Building  at  the  corner  of  Fifteenth  and  H  Streets? 

Mr.  Gardiner.  He  did. 

Mr.  Douglas.  For  his  florist  establishment? 

Mr.  Gardiner.  He  did. 
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Mr.  DorGLAS.  He  left  the  old  building  at  Fourteenth  and  G 
Streets? 

Mr.  Gardixer.  He  did. 

Mr.  Douglas.  And  it  is  vacant  now? 

Mr.  Gardiner.  It  is ;  yes,  sir. 

Mr.  Berger.  Are  j'ou  aware  that  this  property  sold  for  $18  a  foot 
about  four  years  ago? 

Mr.  Gardiner.  I  am.    That  is,  I  have  been  told  so. 

Mr.  Berger.  $18  a  foot  'I 

Mr.  Gardiner.  That  is  right. 

Mr.  Berger.  You  say  it  is  worth  $4.")  a  foot  now  ? 

Mr.  Gardiner.  I  do :  yes,  sir. 

Mr.  Berger.  And  $50  with  the  building  ? 

ilr.  Gardiner.  I  do. 

Mr.  Berger.  To  ^vhat  effect  do  you  ascribe  this  unprecedented 
growth  in  the  price  of  property  in  Washington,  because  I  have  never 
heard  of  any  city  like  it? 

Mr.  Gardiner.  I  might  say  that  previous  to  the  time  this  property 
was  sold  there  was  practically  no  business  in  this  particular  location. 
Since  that  time  the  business  of  Washington  has  located  within  a  few 
blocks  of  this;  in  fact,  there  is  more  located  within  a  block  of  it  than 
in,  I  should  judge,  40  year.s  previous  to  that  time. 

Mr.  Berger.  Is  not  F  Street  your  main  business  street  ( 

Mr.  Gardiner.  No,  sir.  For  certain  businesses  it  is.  For  the  kind 
of  business  that  is  conducted  in  this  bulding  and  the  ones  across  the 
street — in  fact,  on  the  corners — F  Street  is  not  as  desirable  as  this 
particular  building  or  this  particular  location. 

Mr.  Berger.  What  would  be  the  ta.xes  on  a  building  like  the  South- 
ern Building?  How  mucli  taxes  does  the  Southern  Building  pay, 
about  ? 

Mr.  Gardiner.  That  I  could  not  say,  because  I  have  not  appraised 
the  building.    I  have  not  placed  a  value  on  the  building. 

Mr.  Berger.  You  have  not? 

]\Ir.  Gardiner.  Xo;  and  I  would  have  to  do  that  before  I  could  say 
what  the  taxes  would  be. 

Mr.  Berger.  Of  course,  then,  I  have  not  anything  further  to  ask. 

INIr.  Redfield.  Mr.  Gardiner,  do  you  deal  in  any  special  class  of 
real  estate? 

Mr.  Gardiner.  We  specialize  more  on  business  and  investment 
properties  than  residences.  We  deal  in  all  classes,  all  of  its  branches, 
though ;  a  general  realty  business. 

Mr.  Eedfield.  Is  it  the  custom  for  banks  of  Washington  to  extend 
loans  on  second  mortgage? 

Mr.  Gardiner.  As  a  rule.  I  should  say  not. 

Mr.  Eedfield.  What  are  the  exceptions  under  which  it  is  done  f 

Mr.  Gardiner.  I  do  not  think  I  would  like  to  attempt  to  define 
them. 

Mr.  Redfield.  Can  you  give  any  general  idea  of  the  conditions 
under  which  Washington  banks  would  loan  on  a  second  morto-ao'e? 

Mr.  Gardiner.  When  property  owned  by  a  bank  is  sold,  in  order 
to  sell  it,  they  take  back  a  trust,  the  same  as  an  individual  Mould. 

Mr.  Redfield.  Take  back  a  second  trust  ? 

Mr.  Gardiner.  Take  back  the  second  trust ;  ves,  sir. 
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Mr.  Redfield.  Do  they  carry  that  so  far  sometimes  as  to  take  back 
the  third  trust? 

Mr.  Gaedinee.  I  could  not  answer  as  to  that. 

Mr.  Redfield.  Do  you  know  where  the  third  trust  on  the  Southern 
Building  is  held  now  ? 

Mr.  Gardiner.  I  do  not. 

Mr.  Ri-'DFiELD.  Or  where  the  second  trust  is  held  now? 

Mr.  Gardiner.  I  do  not  know. 

Mr.  Eedfield.^  Do  you  regard  real  estate  which  has  upon  it  three 
mortgages  as  being,  so  far  as  the  equity  beyond  the  third  mortgage 
is  concerned,  a  liquid  asset  for  a  fire-insurance  company? 

Mr.  Gaedinee.  It  is,  provided  the  trusts  are  arranged  on  or  be- 
fore— in  other  words,  with  the  privilege  of  paying  them  at  any  time. 
If  the  loans  are  arranged  for  a  definite  period,  with,  say,  two,  three, 
or  five  years,  which  is  customary  on  the  first  trusts  of  the  District, 
then  I  would  say  it  would  be  a  detriment. 

Mr.  Redfield.  In  this  case  the  first  trust  is  for  a  period  of  several 
years,  is  it  not  ? 

Mr.  Gardiner.  So  I  have  learned;  yes.  That  is  customary  under 
all  first  trusts,  I  might  say,  in  the  District. 

Mr.  Redfield.  For  what  period  is  the  second  trust? 

Mr.  Gardiner.  I  do  not  know. 

Mr.  Redfield.  For  what  period  is  the  third  trust  ? 

Mr.  Gaedinee.  I  do  not  know  that. 

Mr.  Redfield.  If  those  were  for  continued  jaeriods  that  would,  if 
I  understand  you  correctly,  affect  the  value  of  the  equity  ? 

Mr.  Gaedinee.  For  a  long  period,  yes:  that  is,  if  they  could  not 
be  paid  off.  The  reason  I  say  that  is  this,  that  a  great  many  people 
who  are  buying  would  want  to  pay  the  trusts  off.  If  it  was  so  tliey 
could  not  pay  them  off,  then,  perhaps,  they  would  not  want  the 
building.     If  they  could  pay  them  off  they  would  want  it. 

But  in  most  cases,  I  might  state,  those  trusts  can  be  paid  off  by 
paying  a  small  margin,  second  trUst  and  third  trust,  I  might  add. 
I  have  never  known  one  yet  that  could  not  be  paid  off  when  you 
wanted  to  do  it. 

Mr.  Redfield.  If  I  understand  you  correctly,  you  express  this  view 
that  this  land  has  apjireciated  in  value  about  two  and  a  half  times  in 
three  years  ? 

Mr.  Gaedinee.  I  should  say  so ;  yes. 

Mr.  Redfield.  That  is  a  very  much  larger  ratio  of  incieasc  in 
value  than  there  has  been  an  increase  in  population?  Your  answer  to 
that  is  yes,  I  take  it? 

Mr.  Gaedinee.  Yes,  sir. 

Mr.  Redfield.  It  is  also,  is  it  not,  a  much  greater  increase  in  ratio 
than  there  has  been  an  increase  in  the  actual  amount  of  business  done 
in  Washington  in  that  period,  is  it  not? 

Mr.  Gardiner.  I  judge  it  is;  yes. 

Mr.  Redfield.  So  that  the  increase  in  value  of  this  land  stands  in 
a  class  by  itself.  That  is,  it  has  advanced  more  rapidly  than  the 
population,  more  rapidly  than  business ;  and  the  reason  for  that  lies 
in  what  you  may  call  the  business  congestion  of  this  particular  lo- 
cality.    Is  that  correct  ? 
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]Mr.  Gaedinee.  Yes,  sir:  net  that  this  particular  property  has  in- 
creased more,  but  the  property-  in  that  particuhir  neighborhood  has 
increased  generally. 

^Ir.  EEoriELD.  I  understand  you  are  speaking  of  property  in  that 
2Darticular  neighborhood  generally. 

]Mi .  Gaedinee.  Yes,  sir. 

M)-.  Redfield.  Xow,  Washington  is  sn  located  that  there  is  other 
land  about  it ;  it  is  not  restricted ;  you  are  not  up  against  a  river  or 
a  mountain. 

Mr.  Gaedixee.  The  business  section,  I  might  add,  is  rather  re- 
stricted, though. 

ill'.  Eedfield.  But  that  is  as  a  matter  of  fact  and  not  as  a  matter 
of  necessity,  is  it  not  ? 

Mr.  Gakdinee.  "Well,  it  is  not  a  necessity ;  but  it  is,  practically 
speaking,  sd,  because  of  its  being  blocked  because  of  the  parks. 

Mr.  Redfield.  Take  an  example  now :  We  have  had  testimony  be- 
fore us  that  I  Street  was  worth  only  $8  a  foot,  whereas  bj'  a  certain 
calculation  the  land  upon  H  Street,  but  a  few  hundred  feet  away,  is 
said  to  be  worth  anywhere  from  $45  a  foot  up. 

Do  you  think  that  a  business  man  buying  property  for  business 
use  would  pay  something  oa  er  perhaps  five  or  six  times  as  much  for 
his  land,  when  by  going'  300  feet  away  he  could  buy  it  for  one-fifth 
or  one-sixth  ? 

Mr.  Gaedinkk.  If  he  could  do  as  much  more  business  in  proportion 
to  the  location,  I  should  say  he  would. 

]Mr.  Redfield.  So  you  regard  it  as  a  fact  that  it  is — I  do  not  mean 
merely  the  fact  to-ilay.  but  as  a  permanent  fact — that  the  corner 
whicJi  we  are  discussing  is  one  where  it  will  always  be  possible  to  do 
from  five  to  six  times  as  much  business  as  could  be  done,  for  example, 
on  I  Street  a  block  farther  off,  a  block  farther  north,  and  a  block 
west  ? 

Mr.  Gaedinee.  That  would  be  very  hard  to  say,  because  we  might 
say  that  three  or  four  or  five  years  ago,  at  least,  no  one,  so  far  as  I 
have  been  able  to  learn,  had  any  idea  that  property  in  the  neigh- 
borhood of  the  Southern  Building  or  this  particular  location  would 
be  worth  what  is  to-day.  I  would  say  this,  though,  that,  in  my 
opinion,  any  ground  that  you  could  buy  on  I  Street  for  $8  a  foot 
would  be  a  good  buy  for  speculative  purposes. 

Mr.  Redfield.  But  may  not  the  very  fact  you  have  just  mentioned 
be  true  of  a  comer  on  I  Street  or  some  portion  of  I  Street  five  or 
six  years  hence? 

Mr.  Gaedinee.  Mr.  Redfield,  I  think  it  will  be  beyond  Mr.  Mc- 
Lean's time  before  I  Street  will  be  entirely  business  property  or  will 
be  anything  like  what  H  Street  is  to-day,  because  of  the  fact  that 
he  owns  practically  the  whole  block  west  of  the  Southern  Building, 
between  H  and  I  Streets,  with  his  residence  at  the  southwest  corner 
of  I  and  Fifteenth  Streets.  It  is  generally  admitted  to  be  an  ac- 
knowledged fact  that  Mr.  McLean  does  not  dispose  of  his  holdings, 
and  business,  as  a  rule,  will  not  jump  a  block  and  then  take  up  again. 
Then,  on  the  opposite  of.  where  his  residence  is,  is  a  park,  which 
makes  it  undesirable  for  business.  We  all  know  that  business  prop- 
erties, as  a  rule,  are  not  as  good  in  a  block  where  there  is  a  park  as 
they  are  where  there  is  none  on  the  opposite  side. 
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Mr.  Eedfield.  Ten  years  ago  you  could  not  have  foreseen  the  pres- 
ent vahie  of  H  Street  and  Fifteenth,  could  you  ? 

Mr.  Gaedinee.  No,  sir.     I  said  a  few  moments  ago  you  could  not. 

Mr.  Redfield.  That  is  what  I  understood  you  to  say. 

Mr.  Gaedinee.  That  is  right. 

Mr.  Redfield.  Is  it  not  the  fact  that  you  can  not  foresee  what  10 
years  hence  will  bring  in  the  direction  of  the  flow  of  business? 

Mr.  Gaedinee.  We  can  tell  better  now  what  property  will  be  worth 
10  years  from  now  than  what  we  could  10  years  ago,  because  of  the 
difference  in  the  growth  of  the  city.  I  believe,  if  I  am  not  much 
mistaken,  Washington  has  increased  very  rapidly  in  population 
within  the  last  five  years. 

Mr.  Beegee.  Suppose  the  organic  act  should  be  abolished  and  you 
would  have  to  pay  vour  own  taxes;  how  about  the  value  of  property 
then? 

Mr.  Gaedinee.  Well,  we  would  pay  the  taxes ;  that  is  all. 

Mr.  Beegee.  Do  you  think  property  would  grow  at  this  same 
ratio  ? 

Mr.  Gaedinee.  As  to  business  property,  I  do  not  know,  Mr.  Berger, 
if  it  would  have  a  great  deal  of  effect;  but  it  would  affect  residence 
property,  if  I  am  not  mistaken — that  is,  the  wealthy  residence  prop- 
erty. 

Mr.  Redfield.  Suppose  it  should  be  determined,  too,  that  the  Dis- 
trict of  Columbia  was  largely  indebted  to  the  United  States,  a  debt 
which  it  might  be  called  upon  to  pay  within  the  next  few  years,  and 
for  that  reason  there  would  be  a  largely  enhanced  burden  on  the 
books ;  how  would  that  affect  the  values  of  property  ? 

Mr.  Gaedinee.  It  is  rather  hard  to  say  what  effect  it  would  have. 

Mr.  Redfield.  Suppose  that  both  of  those  things  were  possible  to 
happen,  both  that  the  District  might  be  called  upon  to  pay  its  own 
taxes  and  might  be  called  upon,  also,  to  pay  the  burden  of  an  accu- 
mulated debt,  which  it  has  heretofore  not  assumed,  and  that  those  both 
came  into  effect  as  a  burden  upon  the  District,  within  the  next  three 
or  four  years,  would  that  affect  the  value  of  real  property  ? 

Mr.  Gaedinee.  It  would  for  a  period.  I  do  not  believe,  however, 
the  increase  in  taxation — the  half  and  half  being  wiped  out^ — I  do 
not  believe  that  would  have  a  material  effect  on  the  value  of  District 
real  estate. 

Mr.  Beegee.  I  am  very  glad  to  hear  that. 

Mr.  Redfield.  Did  I  understand  you  to  say  that  I  Street  property, 
between  Vermont  Avenue  and  Sixteenth  Street,  was  a  good  bu^'  at 
$8? 

Mr.  Gaedinee.  No,  sir. 

Mr.  Redfield.  What  was  it  you  said  about  that? 

Mr.  Gaedinee.  You  said  you  had  had  testimony  to  show  that  prop- 
erty on  I  Street,  between  Fourteenth  and  Fifteenth  Streets,  I  under- 
stood you  to  say,  or  in  -the  same  block  of  the  Southern  Building 

Mr.  Redfield.  I  think  you  misunderstood  me. 

Mr.  Gaedinee  (continuing).  Was  worth  $8  a  foot.  I  said  any- 
thing you  could  buy  in  that  block  is  a  good  buy  at  $8. 

Mr.  Redfield.  I  think  you  misunderstood  me.  I  said  the  block 
north  and  the  block  west.  I  think  you  lost  the  last  half  of  the  sen- 
tence. 
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Mr.  Gardiner.  Yes. 

ilr.  Eedfield.  Take  the  block  on  which  the  Arlington  Hotel  is 
located.    "What  is  the  value  of  I  Street  property  there? 

Mr.  Gardiner.  I  would  judge  that  property  on  I  Street  at  $8  a 
foot  would  be  a  good  buy,  anywher*}  east  of  Sixteenth  Street. 

Mr.  Eedfield.  Did  you  not  know  tJiat  the  corner  of  Sixteenth  and 
I  Streets  sold  for  $9  a  foot? 

ilr.  Gardiner.  I  did  not;  no. 

Mr.  Eedfield.  Has  it  so  sold? 

Mr.  Gardiner.  Xot  to  my  knowledire ;  if  it  has,  I  do  not  know  of  it. 

ilr.  Eedfield.  ]SIr.  Gardiner,  do  you  know  of  cases  in  this  city 
where  loans  are  made  on  property  as  high  as  90  per  cent  or  92  per 
cent  of  their  value? 

Mr.  Gardiner.  Xot  directly;  no.  I  would  certainly  never  recom- 
mend one  to  that  extent. 

ilr.  Eedfield.  What  can  be  the  object  for  making  a  loan  of  that 
character  ? 

Mr.  Gardiner.  I  can  not  see  any  object  in  it. 

ilr.  Eedfield.  Can  you  see  any  point  of  view  from  which  such  a 
transaction  is  what  j'ou  would  call  a  sound  one,  in  a  business  sense? 

Mv.  Gardiner.  As  I  before  stated,  I  would  not  recommend  the  sale 
of  a  piece  of  property  whereby  I  had  to  take  back  as  much  as  a  90 
per  cent  trust  on  it.  Personally,  I  would  not  recommend  a  sale  of 
that  sort. 

Mr.  Eedfield.  Do  you  know  of  any  such  transaction  being  done  in 
Washington  ? 

Mr.  Gardiner.  I  could  not  saj'  I  do.  There  may  be,  but  I  do  not 
know  of  it  personally. 

^Ir.  Eedfield.  Do  vou  know  of  the  details  of  the  Montrose  Hotel 
sale? 

^Ir.  Gardiner.  I  do  not;  no. 

ilr.  Eedfield.  As  to  what  the  ratio  of  the  trust  taken  back  upon 
that  was? 

Mr.  Gardiner.  Xo.  I  have  heard  it  said,  but  I  do  not  know  it  as 
a  fact. 

]Mr.  Eedfield.  Upon  what  do  you  base  your  belief  in  the  increas- 
ing value  of  real  estate  over  the  prices  you  now  put  upon  it  in  this 
particular  locality  that  we  have  under  discussion? 

Mr.  (tardiner.  Because  of  the  steady  improvements  that  are  being 
made  there,  the  very  valuable  improvements  that  are  going  up  in  this 
particular  location,  such  a  class  of  improvements  that  will  be  too 
good  to  tear  down,  and  for  that  reason  will  remain  permanent  invest- 
ments. 

;Mr.  Eedfield.  If  you  had  to  turn  the  Southern  Building  equity 
into  cash,  how  quickly  could  you  do  it? 

^Ir.  Gardiner.  It  would  depend  upon  what  you  would  want  for  it. 

Mr.  Eedfield.  Exactly ;  and  if  it  had  to  be  turned  into  cash  at  the 
full  book  value  of  the  equity,  it  might  take  some  time  ? 

Mr.  Gardiner.  Why,  I  judge  so ;  yes. 

]Mr.  Eedfield.  And  if  you  had  to  sell  it  quickly  it  would  have  to 
be  sacrificed,  would  it  not? 

]SIr.  Gardiner.  It  may  be.  It  depends  on  how  quickly  you  would 
find  someone  who  would  want  a  building  of  this  class  or  caliber. 
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Mr.  Eedfield.  If  a  bank,  an  insurance  company,  or  any  other  insti- 
tution that  was  liable  to  sudden  and  large  demands  held  that  property 
in  such  a  way  that  it  constituted  so  large  a  proportion  of  their  assets 
that  some  excessive  and  sudden  demand  obliged  them  to  realize  upon 
it  immediately,  the  value  of  the  equity  thus  turned  hastily,  so  to  speak, 
forcibly  into  cash  might  shrink  largely,  might  it  not? 

Mr.  Gardiner.  It  would  depend  largely  upon  the  conditions  that 
caused  this  particular  demand. 

Mr.  REDriELD.  Suppose  a  conflagration  that  obliged  the  insurance 
company  to  turn  most  of  its  property  into  cash  as  rapidly  as  possible 
to  meet  its  obligation. 

Mr.  Gardiner.  When  you  say  "  rapidly,"  how  soon  a  time  would 
you  want  the  building  sold ;  say  within  60  or  90  days,  or  longer  ? 

Mr.  Redfield.  Let  us  assume,  for  the  purpose,  that  60  days  was  the 
time  Avithin  which  it  was  necessary  to  sell  to  get  the  money. 

Mr.  Gaedixer.  I  could  not  say  that  the  building  could  be  sold  for 
the  book  value,  because  of  the  fact  that  I  have  not  put  a  price  on  the 
building;  I  have  not  looked  into  the  value  of  the  building  itself. 
Therefore  I  can  not  say  it  is  worth  what  they  claim  it  to  be,  or  I  can 
not  say  it  is  not  worth  what  they  claim  it  to  be. 

Mr.  Redfield.  Assume,  for  the  purpose  of  the  question,  that  the 
book  value  of  $2,000,000  may  be  considered  good.  Is  it  not  also  the 
fact  that  if  it  had  to  be  turned  into  money  within  60  days  it  might  be 
very  difficult  to  realize  $2,000,000  for  it  ? 

Mr.  Gardiner.  It  might;  and,  on  the  other  hand,  it  might  not. 
There  might  be  some  one,  who  wanted  to  invest  a  like  sum  of  money, 
who  would  hear  of  this  particular  thing  and  be  ready  to  buy  it. 

Mr.  Redfield.  It  would  be  upon  the  chance  of  some  such  thing  as 
that? 

Mr.  Gardiner.  Oh,  there  are  always  ready  investments. 

Mr.  Redfield.  Is  it  not  the  rule,  when  large  blocks  of  real  estate  are 
practically  sold  at  forced  sale,  even  allowing  a  period  like  60  days  for 
examination  of  title,  for  preparing  all  the  papers,  and  the  actual  mak- 
ing of  the  sale,  in  such  cases  there  is  almost  invariably  a  considerable 
shrinkage  ? 

Mr,  Gardiner.  Very  often  there  is. 

Mr.  Redfield.  There  is  not  a  chance  at  least,  is  there  ? 

Mr.  Gardiner.  There  is  a  chance. 

Mr.  Redfield.  There  is  a  reasonable  chance  that  a  business  man 
would  take  in  astimating  the  value  of  property  on  the  basis  of  being  a 
quick  asset  ? 

Mr.  Gardiner.  Yes. 

Mr.  Redfield.  If  I,  for  example,  am  the  president  of  a  bank — 
which,  happily,  I  am  not — and  have  on  deposit  some  millions  subject 
to  call,  and  my  convertible  assets  are  not  sufficient  rapidly  to  meet  a 
run,  and  my  maturing  notes  are  not  maturing  fast  enough  to  give  me 
money  sufficient,  but  I  must  sell  real  estate  to  get  cash — in  such  cases 
it  is  likely  that  I  would  have  to  sacrifice,  is  it  not  ? 

Mr.  Gardiner.  Well,  Mr.  Redfield,  I  have  on  occasion  seen  where 
property  was  sold  at  forced  sale,  under  deed  of  trust,  where  it  would 
bring  more  than  I  have  been  able  to  sell  for  at  a  private  sale — more 
than  I  have  been  able  to  sell  that  particular  property  for  at  private 
sale. 
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Mr.  Eedfield.  Yon  regard  those  as  exceptional  eases,  do  you  not  ? 

Mr.  Gardiner.  I  might  say  '"  yes." 

Mr.  Redfield.  Is  it  not  the  fact  that  at  auction  sales  of  real  estate, 
and  at  foreclosure  sales,  and  at  sales  that  are  forced,  where  parties 
are  obliged  to  realize,  it  is  a  regular  part  of  the  real  estate  business 
to  attend  such  places  in  order  to  pick  up  bargains  which  are  off 
price  ? 

ilr.  Gardiner.  I  should  say  no. 

^Ir.  Redfield.  Xot  in  AVashington? 

Mr.  Gardiner.  Xo,  sir.    I  do  not  make  a  practice  of  it,  anyway. 

Mr.  Redfield.  Is  it  not  a  fact  that  this  very  property  was  sold 
at  such  a  price  it  was  possible  to  make  a  nominal  pi'ofit  of  $5  a 
sqtiare  foot  out  of  it,  merely  because  the  church  needed  money?  Is 
not  that  the  fact  as  regards  this  property? 

Mr.  Gardiner.  I  understand  so. 

Mr.  Redfield.  And  at  the  very  time  the  buyers  were  told  it  was 
worth  $-25  a  foot,  and  bought  it  with  the  reasonable  e.xpectation  of 
selling  it  at  $25  a  foot,  and,  as  a  matter  of  fact,  did  so  sell  it  at  that 
price?  They  got  it  at  $18  a  foot  because  the  church  needed  cash;  is 
not  that  so? 

Mr.  Gardiner.  I  believe  so. 

Mr.  Redfield.  So  that  on  this  particular  occasion  this  particular 
property  was  depreciated  20  per  cent  at  its  price  by  the  circum- 
stances under  which  it  liad  to  be  sold;  is  not  that  so? 

Mr.  Gaiidiner.  As  I  have  understood  it,  yes. 

Mr.  Redfield.  That  is  all. 

^Ir.  Johnson.  Is  it  your  opinion,  as  an  experienced  real  estate 
dealer,  that  the  church  authorities  had  good  advice  when  thev  sold 
it  at  $18  instead  of  $25? 

Mr.  Gardiner.  It  depended  entirely  upon  how  quick  they  needed 
the  money  or  how  quick  they  needed  to  use  the  money  that  they 
would  realize  from  the  sale  of  this  property.  If  there  was  immediate 
demand  for  the  money,  and  they  would  lose  on  something  else  by 
not  having  this  money  ready  at  a  certain  time,  then  I  would  say  that 
they  received  good  advice.  If,  on  the  other  hand,  they  had  a  longer 
period  in  which  to  sell  the  property,  then  their  advice  was  bad. 

Mr.  Johnson.  Suppose,  and  such  is  the  case,  if  I  am  correctly  in- 
formed— in  fact,  it  is  the  fact,  because  I  was  in  the  new  church 
yesterday,  and  it  was  not  finished  by  far — if  the  church  people 
wanted  this  money  with  which  to  erect  a  church  over  on  Rhode 
Island  Avenue,  and  they  sold  at  that  time  for  the  purpose  of  putting 
up  that  new  structure  on  Rhode  Island  Avenue,  and  that  that  was 
not  nearly  completed  yet,  would  you  think  that  the  rush  was  such 
as  would  necessitate  them  in  selling  then  at  a  sacrifice  price,  at  that 
time,  four  years  ago  ? 

Mr.  Gardiner.  There  might  be  a  difference  of  opinion.  They 
might  have  thought  so.  Personally  I  would  not  have,  because  there 
was  no  necessity  for  building  a  church  so  soon. 

Mr.  George.  Mr.  Gardiner,  do  you  know  anything  about  the 
method  of  assessing  land  in  the  District  of  Columbia  ? 

Mr.  Gardiner.  You  mean  the  method  by  which  the  assessors  ar- 
rive at  the  value  ? 

Mr.  George.  Yes. 
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Mr.  Gardiner.  No  ;  I  do  not  I  have  often  had  inquiries  from  the 
assessor's  office  of  my  office  as  to  what  a  particular  piece  of  property 
or  particular  properties  that  we  have  sold  actually  sold  for. 

Mr.  George.  Did  you  give  that  information  ? 

Mr.  Gardiner.  I  did;  yes,  sir;  very  gladly. 

Mr.  George.  At  the  actual  figures  ? 

Mr.  Gardiner.  At  the  actual  figures;  yes,  sir.  I  showed  them  the 
contracts  on  a  good  many  occasions,  what  it  really  sold  for. 

Mr.  George.  What  is  your  judgment  as  to  the  practice  in  the  Dis- 
trict in  arriving  at  the  values  ?  Do  you  think  the  assessors  arrive  at 
the  true  value  and  then  assess  two-thirds  of  that  upon  particular  por- 
tions of  land  ? 

Mr.  Gardiner.  I  will  say  that  in  some  cases  the  assessments  are 
under,  and  in  other  cases  they^  are  over. 

Mr.  George.  In  the  business  portion  of  the  community,  what  do 
you  think? 

Mr.  Gardiner.  Taking  it  as  a  general  rule,  I  think  we  have  a  fair 
assessment. 

Mr.  George.  What  is  your  judgment  about  the  assessment  of  this 
particular  piece  of  land  now  under  inquiry,  the  Southern  Building 
property? 

Mr.  Gardiner.  I  am  not  prepared  to  answer  that,  Mr.  George, 
because  of  the  fact,  as  I  have  before  stated,  that  I  have  not  looked 
into  the  value  of  the  building. 

Mr.  George.  I  am  talking  about  the  land  now. 

Mr.  Gardiner.  What  is  the  land  assessed  for  ? 

Mr.  George.  It  is  assessed  at  $14  a  square  foot,  on  a  valuation  of 
$21  a  square  foot. 

Mr.  Gardiner.  That  is  too  low. 

Mr.  George.  How  much  too  low,  in  your  judgment? 

Mr.  Gardiner.  I  put  a  value  of  $45  on  it;  it  should  be  assessed 
for  $30. 

Mr.  George.  Did  you  give  any  information  to  the  assessors  within 
the  last  two  or  three  years  as  to  the  values  of  property  in  that 
vicinity  ? 

Mr.  Gardiner.  Did  I  ? 

Mr.  George.  Yes. 

Mr.  Gardiner.  No,  sir ;  I  have  had  no  inquiry  from  them. 

Mr.  George.  Where  was  the  inquiry — ^that  is,  as  to  what  property 
in  the  business  portion  of  the  community  ? 

Mr.  Gardiner.  There  were  several  pieces  on  Fourteenth  Street 
that  were  sold  that  there  has  been  inquiry  about,  and  one,  I  might 
add,' less  than  a  week  ago.  We  sold  a  house  in  the  upper  business  sec- 
tion of  Fourteenth  Street. 

Mr.  George.  Fourteenth  Street  and  where? 

Mr.  Gardiner.  That  is  up  on  Columbia  Heights,  3416  Fourteenth 
Street.    That  was  the  number  of  the  property. 

Mr.  George.  That  is  a  mile  or  so  away  ? 

Mr.  Gardiner.  Yes,  sir.    We  sold  1612,  which  is  10  blocks  up. 

Mr.  George.  Within  the  H  Street  neighborhood,  have  you  given 
any  information  as  to  sales  ? 

Mr.  Gardiner.  No  ;  I  have  had  no  inquiry. 

Mr.  George.  I  think  that  is  all  T  have  to  ask. 
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Mr.  Easby-Smith.  Mr.  Gardiner,  you  ha\e  been  asked  some  ques- 
tions as  to  what  effect  there  would  be  upon  the  value  of  Washington 
real  estate  if  the  United  States  Government  failed  to  pay  one-half 
of  the  taxes. 

I  will  ask  you  to  suppo^e  that  the  navy  yard  and  the  gunshop 
were  a  factory  owned  by  a  private  corporation :  that  the  (lovernment 
Printing  Office  were  similarly  owned;  that  the  Bureau  of  Engrav- 
ing and  Printing  were  similarly  owned ;  that  all  the  Government  de- 
partments in  Washington  were  similarly  owned;  that  all  of  those 
businesses  were  controlled  by  one  interest,  which,  in  all,  owned  and 
controlled  one-half  of  the  i-eal  estate  of  the  District  of  Columbia, 
paid  one-half  of  the  taxes,  received  the  free  use  of  water,  which  is 
paid  for  not  by  any  appropriation  of  the  Government,  but  by  water 
rates  collected  from  the  citizens  of  the  District  of  Columbia;  sup- 
pose all  that  to  be  the  fact,  and  that  this  private  interest  owning  all 
this  property  and  receiving  the  water,  paid  for  by  the  populace, 
should  suddenly  be  released  of  any  contribution  to  the  expenses  of 
government,  would  you  consider,  or  not,  that  an  unfair  and  un- 
equal burden  to  be  placed  upon  the  remaining  owners  of  the  other 
half  of  the  District  of  Columbia  ? 

Mr.  Gardiner.  I  consider  it  would  be  very  unfair. 

Mr.  Easby-Smtth.  That  is  all. 

Mr.  Douglas.  Mr.  Gardiner,  that  is  all;  unless  other  members  of 
the  committee  desire  to  interrogate  you. 

Mr.  Chairman,  I  will  recall  Mr.  Jordan  for  a  minute. 

ADDITIONAL  TESTIMONY  OF  ELDRIDGE  E.  JORDAN. 

Mr.  DouciLAs.  Mr.  Jordan,  you  have  already  been  sworn? 

Mr.  Jordan.   Yes. 

Mr.  Douglas.  Some  question  has  been  raised  by  Col.  Judson  by 
asldng  a  question  of  a  witness,  Mr.  Goldsborough,  the  other  day  that 
seemed  to  me  to  question  the  good  faith  of  the  sale  of  what  is  known 
as  the  Montrose  property. 

Mr.  Jordan.  Yes,  sir. 

Mr.  Douglas.  Can  vou  explain  to  the  committee  the  situation  about 
that? 

Mr.  Jordan.  I  will  be  very  glad  to  do  so.  The  property  was  pur- 
chased at  approximately  $175,000,  and  a  payment  of  $15,000  made  on 
account  of  it,  with  $15,000  to  be  paid  in  six  months,  bearing  my  own 
indorsement,  and  the  balance  on  or  before  five  years.  That  is  ac- 
cording to  my  recollection. 

Mr.  Redfield.  What  were  the  deferred  payments? 

Mr.  Jordan.  A  payment  was  made  of  $15,000  on  account  of  the 
purchase  at  $175,000,  an  additional  payment  to  be  made  six  months 
thereafter,  on  or  before,  and  bearing  my  indorsement. 

Mr.  Redfield.  An  additional  what  paid? 

Mr.  Jordan.  An  additional  $15,000,  making  a  total  payment  of 
$30,000  to  close  the  transaction,  since  which  time  that  payment  has 
been  made,  making  $30,000  paid  on  account  of  the  property. 

Mr.  Douglas.  So  there  has  been  $30,000  paid  instead  of  $15,000? 

Mr.  JoRBAN.  Yes ;  instead  of  $15,000,  as  represented  by  some  wit- 
ness. 
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The  balance  of  the  money,  regarded  as  a  deferred  payment  on  the 
property,  and  secured  only  by  the  property,  which  is  regarded  as 
sufficient  security  to  secure  the  balance  of  the  indebtedness. 

Since  the  purchase  was  made  a  contract  has  been  let  for  tearing 
down  the  present  improvements  on  the  property  and  plans  accepted 
for  the  construction  of  about  a  12-story  building,  costing  approxi- 
mately $200,000.  It  will  be  placed  upon  the  property  before  another 
loan  is  negotiated. 

Mr.  Douglas.  That  will  involve  the  discharge  of  the  lien  for  the 
remaining  purchase  price  of  the  property  now  ? 

Mr.  Jordan.  In  the  event  that  another  loan  is  placed  on  it  that 
will  retire  it ;  that  is,  on  or  before ;  we  have  the  privilege. 

Mr.  Douglas.  It  will  either  be  retired  or  a  12-story  building  put 
there,  which  will  be  still  further  security? 

Mr.  Jordan.  Still  further  security,  although  there  was  no  obliga- 
tion on  the  part  of  the  purchaser  to  put  on  such  improvement,  the 
owner  regarding  the  present  security  as  sufficient  for  his  loan. 

Mr.  Douglas.  The  owner  of  the  property  was  Mr.  Le  Brot,  was  he 
not,  at  the  time  of  the  sale  ? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Douglas.  He  it  quite  a  fine  business  man  and  a  man  of  con- 
siderable wealth? 

Mr.  Jordan.  I  think  this  transaction  was  made  upon*  the  ad- 
vice of  Mr.  Flather,  of  the  Riggs  Bank,  who  looked  after  his  personal 
affairs  in  the  District  I  understand. 

Mr.  Douglas.  And  approved  by  him? 

Mr.  Jordan.  I  think  it  has  his  approval,   i 

Mr.  Douglas.  Gentlemen,  I  merely  brought  Mr.  Jordan  back  so 
he  might  be  interrogated  by  members  of  the  committee  about  this 
matter,  if  desired. 

Mr.  Jordan.  If  there  is  any  question  about  that  testimony,  I  am 
prepared  to  submit,  for  the  scrutiny  of  this  committee,  a  copy  of  the 
agreement,  the  tax  receipts,  and  so  on. 

Mr.  Redmeld.  Mr.  Jordan,  from  whom  did  you  say  this  property 
was  bought? 

Mr.  Jordan.  Peter  Le  Brot,  as  I  remember  the  owner. 

Mr.  Eedfield.  And  when? 

Mr.  Jordan.  About  six  months  ago. 

Mr.  Eedfield.  Who  was  the  purchaser? 

Mr.  Jordan.  I  do  not  recall.  Annie  E.  McQueen — I  think  the  title 
was  placed  in  her  name. 

Mr.  Eedfield.  The  property  is  Jinown  as  original  lot  10  in 
square  250  ? 

Mr.  Jordan.  Here  is  the  name  of  Mr.  Le  Brot,  Sylvester  W.  Le 
Brot.    The  property  is  shown  in  his  name  upon  the  tax  receipt. 

Mr.  Eedfield.  Sylvester  W.  Le  Brot? 

Mr.  Jordan.  Yes,  sir.  The  lot,  according  to  your  assessor's  state- 
ment, is  lot  10,  square  250,  46  feet  on  Fourteenth  Street,  75  feet  on 
H  Street,  no  other  fronts. 

Mr.  Eedfield.  What  is  the  amount  of  the  deferred  payments? 

Mr.  Jordan.  According  to  the  statement,  the  deferred  purchase 
money  was  $162,500,  according  to  the  statement  furnished  by  the 
broker  who  settled  the  transaction. 
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Mr.  Eedfield.  Then  the  statement  that  it  was  $175,000,  less 
$15,000 

Mr.  Jordan  (interposing).  Yes. 

Mr.  Eedfield.  Should  be  modified  ? 

Mr.  Jordan.  No,  sir;  because  that  was  not  including  the  commis- 
sion which  we  always  pay  the  broker.  It  did  not  include  the  com- 
mission paid  over  to  the  broker. 

Mr.  Eedfield.  The  commission  was  paid  out  of  the  $15,000? 

Mr.  Jordan.  Additional  to  the  $172,500,  3  per  cent.  Three  per 
cent  would  figure  approximately  $5,000. 

Mr.  Eedi-ield.  I  do  not  get  that  quite  clear. 

Mr.  Jordan.  $172,500  is  the  purchase  price,  according  to  the  set- 
tlement sheet  here,  plus  3  per  cent  commission. 

Mr.  Eedfield.  ^^"Tiicli  you  figure  as  how  much,  total? 

Mr.  Jordan.  I  have  not  figured  it;  you  can  do  so. 

Mr.  Douglas.  You  stated  $5,000. 

Mr.  Jordan.  Approximately. 

Mr.  Easbt-Smith.  $5,260. 

Mr.  Eedfield.  Three  per  cent  of  $172,500,  as  I  figure  it,  is  $5,175. 

Mr.  Easby-Smith.  I  figured  on  $172,000  flat.  I  did  not  add  the 
five  hundred. 

Mr.  Eedfield.  Am  I  correct  in  understanding  that,  to  the  pur- 
chase price  of  $172,000  a  commission  of  $5,175  was  added  ? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Eedfield.  And  enough  was  paid  to  make  the  total  deferred 
payments  $162,500? 

Mr.  Jordan.  The  figures  will  state  the  status  of  the  case.  I  do 
not  carry  them  in  my  head.     You  can  look  them  over. 

Mr.  Eedfield.  I  would  rather  have  you  justify  the  statement  in 
your  answer.     The  paper  is  not  in  testimony. 

Mr.  Jordan.  I  will  be  very  glad  to  submit  it,  if  it  is  of  any  service 
to  you.  It  is  the  only  thing  I  am  going  by.  Any  testimony  I  give 
with  reference  to  the  purchase  will  be  based  on  this  statement. 

Mr.  Eedfield.  Then,  as  I  understand  it,  out  of  the  $162,500, 
$15,000  was  paid? 

Mr.  Jordan.  Yes.    I  have  a  memorandum  stating 

Mr.  Eedfield  (interposing).  And  a  balance  of  $147,500  was  left? 

Mr.  Jordan.  That  still  remains,  if  your  figures  are  correct. 

Mr.  Eedfield.  "What  company  holds  that  loan ;  do  you  know  ? 

Mr.  Jordan.  IMr.  Le  Brot  personally,  I  imagine,  unless  the  Eiggs 
Bank  has  purchased  it  or  holds  it. 

Mr.  Eedfield.  In  what  respect  was  the  Eeal  Estate  Trust  Co. 
involved  in  this  transaction,  if  any? 

Mr.  Jordan.  They  are  now  involved  in  being  the  owners  of  the 
property  at  the  cost  price. 

Mr.  Eedfield.  They  took  the  property  over,  and  payments  have 
been  made  by  it? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Eedfield.  And  they  now  owe  this  $147,500  to  Mr.  Le  Brot? 

Mr.  Jordan.  They  do ;  at  least  the  property  owes  it.  I  do  not  think 
they  assumed  any  responsibility  to  pay  it  beyond  entering  it,  subject 
to  the  trust. 

Mr.  Eedfield.  You  say  contracts  have  been  made  for  a  12-stdry 
building  on  that  lot? 
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Mr.  Jordan.  No,  sir ;  I  did  not.  I  say  a  contract  has  been  made  for 
tearing  down  the  present  building,  and  that  plans  have  been  per- 
fected and  contracts  will  be  let  immediately  for  the  erection  of 
approximately  a  12-story  building.  It  may  be  11  and  might  be  13, 
depending  on  the  building  department. 

Mr.  Eedfield.  That  loan  stands  on  approximately  83  per  cent  of 
the  value  of  the  property  ? 

Mr.  Jordan.  I  have  not  figured  it. 

Mr.  Redfield.  Is  not  that  the  fact? 

Mr.  Jordan.  I  should  think  it  would  be;  I  have  not  figured  it. 
Therefore,  I  would  not. want  to  state.  I  should  think  it  is  about 
that ;  yes. 

Mr.. Redfield.  That  is  all. 

Mr.  Berger.  Mr.  Jordan,  I  understand  you  are  a  kind  of  Napoleon 
of  Washington  finance,  and  you  would  be  just  the  person  to  answer 
a  few  pertinent  questions. 

Mr.  Jordan.  I  will  be  very  glad  to  answer  any  questions. 

Mr.  Berger.  Mr.  Jordan,  you  are  aware  that  this  property  sold  for 
$18  a  square  foot  about  three  or  four  years  ago  ? 

Mr.  Jordan.  I  have  understood  so.  You  are  speaking  of  the  South- 
em  Building? 

Mr.  Berger.  Yes,  sir. 

Mr.  Jordan.  I  understand  so. 

Mr.  Douglas.  It  sold  four  years  ago. 

Mr.  Berger.  I  want  to  state  it  right.  If  I  understood  you  cor- 
rectly, you  think  the  property  is  worth  about  $50  a  foot? 

Mr.  Jordan.  I  testified  $45  a  foot. 

Mr.  Berger.  $45  a  foot?     At  present? 

Mr.  Jordan.  Yes,  sir ;  in  my  judgment. 

Mr.  Berger.  In  your  judgment? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Berger.  I  believe  your  judgment  is  pretty  good. 

Mr.  Jordan.  Thank  you. 

Mr.  Berger.  To  what  circumstances  do  you  ascribe  this  unprece- 
dented rise  in  Washington  property  within  four  years? 

Mr.  Jordan.  It  is  not  altogether  unprecedented  in  my  opinion.  It 
might  happen  in  any  section  of  the  city. 

Mr.  Berger.  In  Washington? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Berger.  Why  should  that  happen  in  Washington,  where  you 
have  no  manufacturing?  This  is  not  a  great  distributing  point, 
either ;  and  there  is  nothing  to  distribute. 

Mr.  Jordan.  As  an  offset  to  the  manufacturing  interest,  I  regard  it 
as  being  a  pretty  good  town  of  pay  rolls,  with  the  Government  taking 
the  place  of  factory  interests. 

Mr.  Berger.  Of  course,  it  is  a  town  of  comparatively  good  pay 
rolls,  but  everybody  seems  to  be  hard  up. 

Mr.  Jordan.  They  are  pretty  poorly  paid,  but  still  it  makes  quite 
a  difference. 

Mr.  Berger.  But  yet  I  can  not  see  any  good  reason  why  the  prop- 
erty should  go  up  like  this. 

Mr.  Jordan.  I  think  you  ought  to  be  able  to  see  very  clearly,  if 
you  will  come  to  that  particular  section  and  look  about  a  bit  with  me. 
I  will  be  very  glad  to  give  you  inside  instructions  of  the  values  of 
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that  px-operty.  It  is  a  new  section  developed  by  very  substantial, 
permanent  improvements.  You  know  yourself  that  if  you  have  a 
residence  in  an  isolated  section  and  several  other  gentlemen  come 
along  and  build  fine  residences  around  it,  that  your  property  is  pro- 
portionately advanced. 

Mr.  Bergee.  That  is  true. 

Mr.  Jordan.  That  undoubtedly  is  the  case  in  reference  to  this  par- 
ticular property. 

Mr.  Berger.  What  is  your  tax  rate  in  this  city  this  j'ear  ? 

Mr.  Jordan.  Based  on  any  assessments  I  have  ever  seen  I  do  not 
think  it  would  be  possible  for  a  human  being  to  judge  of  the  meth- 
ods of  making  assessments. 

Mr.  Berger.  I  know,  but  you  undoubtedly  paid  a  good  deal  of 
taxes  last  year. 

Mr.  Jordan.  Yes. 

Mr.  Berger.  What  was  the  tax  rate  last  year? 

Mr.  Jordan.  $1.50,  as  I  recall  it.  T  may  be  wrong.  I  never  let 
that  have  any  bearing  whatever  in  any  transaction  of  real  estate  that 
I  have,  what  it  is  assessed  for  or  wliat  taxes  are  gainst  it. 

Mr.  Berger.  Our  chairman  suggests  it  is  $1.50  the  full  value;  that 
means  $1  at  the  rate  you  are  assessed. 

Mr.  Jordan.  Yes. 

Mr.  Berger.  Supposing  the  so-called  organic  act  would  be  made 
unorganic,  you  know,  would  die,  would  that  have  any  effect  on  the 
price  of  real  estate  in  this  city? 

Mr.  Jordan.  Why,  I  thinic  undoubtedly  that  question  in  my  opin- 
ion, with  due  respect  to  you,  is  a  little  absurd,  for  this  reason.  I  will 
give  you  my  reasons,  if  you  were  to  say  you  were  going  to  move  the 
Capitol  away  from  Washington,  naturally  the  values  of  Washington 
property  would  be  very  much  i  educed,  unless  we  occupied  it  for  farm 
land 

Mr.  Berger  (interposing).  You  are  very  much  mistaken.  The 
Capitol  would  stay  here.  But  your  organic  act,  which  has  existed 
since  1878,  may  not  exist  10  years  hence.  The  country  at  large  does 
not  know,  the  average  voter  in  Milwaukee  and  in  Chicago  is  not 
aware,  that  he  is  paying  half  of  your  taxes. 

Mr.  Jordan.  I  will  admit  the  values  of  Washington  property  can 
be  affected  by  adverse  legislation  in  one  way  or  the  other. 

Mr.  Berger.  You  think  tliat  it  would  be  affected? 

Mr.  Jordan.  Legislation  would  affect  values  of  property  if  it  was 
adverse. 

Mr.  Berger.  You  believe  it  is  right  we  should  pay  half  of  your 
taxes  ? 

Mr.  Jordan.  I  do. 

Mr.  Berger.  I  do  not  blame  you  at  all  from  your  point  of  view. 

Mr.  Jordan.  You  said  I  had  good  judgment. 

Mr.  Berger.  I  do  not  blame  you  from  your  point  of  view. 

Mr.  Kedheld.  xVs  a  matter  of  fact,  will  you  just  figure  it  and  see 
if  I  am  right  about  this  mortgage — $147,500  loan  on  property  pur- 
chased at  $175,000  is  equal  to  84.3  per  cent  mortgage. 

Mr.  Jordan.  Do  you  want  me  to  take  a  pencil  and  paper  and  retire 
from  the  room  and  come  back  again  and  give  you  the  information?  I 
do  not  care  to  figure  out  this  thing. 
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Mr.  Redfield.  Those  are  the  facts. 

Mr.  Jordan.  The  facts  regarding  the  property  are  well  set  forth 
in  this  statement  which  I  offer  here,  and  based  on  which  T  have  given 
you  my  testimony. 

Mr.  Redfielo.  The  facts  are  it  was  bought  at  $175,000  and  about 
$147,500  remains  due. 

Mr.  Jordan.  So  you  state.    I  have  not  figured  it. 
Mr.  Redeiei.d.  1  want  you  to  state  it. 

Mr.  Jordan.  I  will  be  very  glad  to,  but  I  did  not  want  to  figure 
the  thing  now. 

Mr.  Redfield.  Are  not  those  the  facts? 

Mr.  Jordan.  I  do  not  know;  I  have  not  the  time  right  now,  unless 
you  wish  me  to 

Mr.  Redfield  (interposing) .  You  can  answer  a  simple  question. 

Mr.  Jordan.  I  will  be  very  pleased  to  do  so. 

Mr.  Redfield.  The  property  sold  for  $175,000? 

Mr.  Jordan.  So  you  say. 

Mr.  Redfield.  Did  it  not  ? 

Mr.  Jordan.  That  is  what  we  paid  for  it. 

Mr.  Redfield.  The  mortgage  remaining  on  it  is  $147,500,  is  it  not? ' 

Mr.  Jordan.  I  do  not  know.  Deduct  $15,000  from  $162,500,  will 
show  you  exactly  what  it  is. 

Mr.  Redfield.  Do  it  yourself,  if  you  please. 

Mr.  Jordan.  That  is  Avhat  I  asked,  if  you  wanted  me  to  stop  and 
figure  if^$147,500. 

Mr.  Redfield.  $147,500? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Redfield.  That  is  the  loan  on  the  property  ? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Redfield.  That  is  all. 

Mr.  Douglas.  You  say  the  transaction  was  made  by  or  passed 
through  the  Riggs  Bank  ? 

Mr.  Jordan.  I  think  it  was.     Mr.  Flather  called  on  me  with  refer- 
ence to  it  and  we  had  some  conversation  over  the  phone  or  otherwise, 
which  leads  me  to  believe  he  was  his  adviser  in  the  matter. 
,  Mr.  Douglas.  Mr.  Flather  is  quite  a  good  business  man,  a  careful- 
business  man? 

Mr.  Jordan.  Well,  some  people  think  he  is  a  good  business  man. 

Mr.  Redfield.  Mr.  Flather  is  one  of  the  trustees  with  Mr.  Story^ 
is  he  not? 

Mr.  Jordan.  The  receipts  I  have  do  not  say  that ;  it  may  be  the 
case. 

Mr.  Redfield.  And  as  such  trustee,  of  course,  he  is  in  a  pretty 
good  position  on  it. 

Mr.  Jordan.  What  do  you  mean  by  "  good  position "'  ? 

Mr.  Redfield.  A_safe  position,  is  he  not  ? 

Mr.  Jordan.  I  regard  it  as  so,  the  property  being  Avortli  the  money 
paid  for  it. 

Mr.  Douglas.  I  do  not  understand  the  question. 

Mr.  Redfield.  I  did  not  mean  to  make  it  as  a  question.  Strike  it- 
out  as  a  general  reflection. 

Mr.  Douglas.  That  will  be  all,  Mr.  Jordan. 
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TESTIMONY  OF  LOUIS  P.  SHOEMAKER. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Peouty.  Mr.  Douglas,  I  would  like  to  inquire  how  many  \alue 
witnesses  you  intend  to  put  on  ? 

Mr.  Douglas.  We  have  about  12  or  15  more,  if  you  care  to  hear 
them.  I  do  not  care  to  tax  the  patience  of  the  committee,  with 
cumulative  evidence. 

Mr.  Pboutt.  It  does,  not  seem  to  me  we  ought  to  be  required  to  sit 
here  and  listen  to  testimony  of  that  kind.  It  is  not  customary  to  call 
so  many. 

Mr.  Douglas.  I  will  say  this,  Mr.  Chairman  and  gentlemen  of  the 
committee.  I  will  curtail  this  line  of  examination  by  examining 
those  I  have  here,  and  probably  put  a  few  more  on  to-morrow  morn- 
ing, and  then  quit. 

Mr.  Peoutt.  Of  course  if  you  go  into  the  question  of  value  you 
know  the  number  of  witnesses  would  be  limited  only  by  the  number 
of  citizens  in  the  town.  It  seems  to  me  we  ought  to  have  a  definite 
number  fixed  on  before  you  proceed  too  far.  I  know  in  court  it  is 
the  universal  practice  with  either  character  or  vahie  witnesses  to 
have  a  limited  number  on  each  side,  because  otherwise  the  court's 
time  could  be  taken  up  indefinitely.  I  presume  you  could  call  50,000 
people  here  Avithout  any  serious  embarrassment. 

Mr.  Douglas.  I  think  you  are  in  error  about  that.  Judge  Prouty. 
We  are  calling  here  only,  up  to  this  time,  gentlemen  whose  experience 
in  real  estate  and  business  properties  here  entitle  them  to  speak,  and 
whose  judgment  as  it  seems  to  us  would  be  entitled  to  considerable 
weight  at  the  hands  of  this  committee.  We  have  confined  it  to  men 
who  would  qualify  in  our  court  and  courts  everywhere  else  through- 
out the  country  as  experts  along  these  lines,  and  we  are  not  going 
about  into  the  hedges  and  bypaths  hunting  ui?  witnCvSses,  we  are  tak- 
ing prominent  and  more  or  less  distinguished  citizens  of  this  District, 
.  in  whose  integrity  I  am  sure  you  have  confidence,  as  has  everybody 
else  in  Washington. 

I  trust  you  will  pardon  me,  Mr.  Chairman  and  gentlemen  of  the 
committee,  in  saying  further  that  the  value  of  this  property  and 
the  correctness  of  this  appraisement  is  a  matter  of  very  considerable 
and  vital  interest  to  these  companies,  and  very  important  to  the 
essential  subject  matter  of  the  inquiry  by  this  committee.  As  it  is 
important  to  them,  I  want  to  discharge  my  full  duty  in  this  matter, 
and  in  doing  so,  I  have  not  the  faintest  wish  to  tax  the  patience 
of  the  committee. 

I  will  say  in  conclusion,  what  I  said  in  the  outset,  that  in  view  of 
the  suggestion  by  Judge  Prouty,  which,  I  think,  is  perfectly  timely 
and  pertinent,  that  I  will  not  limit  the  number  of  these  witnesses 
beyond  what  we  had  at  one  time  anticipated,  although  I  think  by 
the  hour  of  noon,  or  the  luncheon  hour  to-morrow,  we  will  close 
this  branch  of  our  case.  Then  I  will  make  the  further  statement 
if  the  committee  wants  any  other  and  further  witnesses  on  the  sub- 
ject, we  will  furnish  them  men  who  are  just  as  competent  to  pass 
on  this  question  as  the  gentlemen  who  have  already  given  their 
judgment  about  it. 

You  will  remember  that  men  of  considerable  prominence  in  this 
city  have  expressed  the  view,  in  the  early  stages  of  this  case,  during 
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the  investigation,  that  this  property  was  worth  onl,y  $30  a  foot.  It 
is  our  purpose  to  show  that  that  valuation  is  a  thing  of  impossibility; 
that  is  all.  It  is  not  borne  out  by  any  of  the  facts,  and  I  think  what 
we  will  show  you  gentlemen,  furthermore,  is  this,  that  this  is  not  a 
theory  that  confronts  the  committee.  It  is  a  question  of  uncon- 
trovertible fact,  a  fact  or  series  of  facts  that  can  not  be  taken  out  of 
this  case,  as  we  have  other  witnesses  who  will  give  you  facts  of 
actual  experience  as  to  sudden  rises  in  value  of  real  property  in 
Washington,  which  seems  to  disturb  or  perturb  the  committee.  Some 
members  of  the  committee  do  not  seem  to  understand  why  this  value 
went  up  so  rapidly  here. 

We  do  want  to  have  the  opportunity  of  throwing  all  the  light  on 
that  phase  of  the  case  as  is  possible.  We  will  show  you  before  we 
get  through,  I  think,  that  any  valuation  of  $30  per  foot  on  this  prop- 
erty, as  has  been  stated  here  by  very  prominent  citizens  of  this  com- 
munity, can  be  characterized  only  as  an  impossible  valuation,  and  one 
that  can  not  under  any  possible  theory  reconcile  itself  to  the  uncon- 
trovertible facts  that  surround  this  particular  locality. 

I  will  examine  Mr.  Shoemaker,  and  then  I  want  to  put  on  Mr. 
Hibbs.  But  I  will  say  again  that  by  noon  to-morrow  I  think  we  will 
not  further  tax  your  patience. 

Mr.  Peotjty.  I  Avas  not  here  at  the  time,  so  I  asked  how  many  wit- 
nesses were  put  upon  the  stand  by  the  other  side  of  the  controversy, 
to  testify  as  to  value? 

Mr.  Douglas.  There  was  Mr.  Glover,  Mr.  Stellwagen,  Mr.  Bell, 
Mr.  Hoover,  and  I  think  Mr.  Judson  expressed  some  kind  of  view  on 
the  subject;  I  do  not  know  just  what  it  was.  I  think  those  were 
about  all. 

Mr.  Beegee.  That  makes  four;  with  Mr.  Judson,  five. 

Mr.  Douglas.  Then  there  was  Mr.  Ashford.  These  gentlemen  have 
attacked  this  appraisement ;  it  seems  to  me  they  ought  not  to  knock 
at  the  door  of  this  committee  with  a  cloud  of  Avitnesses,  and  not  the 
defense.  I  appeal  to  you,  gentlemen,  as  lawyers,  that  if  this  thing- 
is  important  to  these  insurance  companies,  it  is  important  to  the  good 
name  of  the  appraisers  that  we  sustain  this  appraisement,  that  the 
committee  afford  us  opportunity  to  do  so  to  the  fullest  limit. 

Mr.  Peouty.  Mr.  Douglas,  evidence  of  this  kind  is  not  from  the 
number  of  witnesses. 

Mr.  Douglas.  I  am  producing  men,  and  you  can  judge  from  their 
various  points  of  view 

Mr.  Prouty  (interposing).  I  am  not  questioning  the  ability  or  the 
integrity  of  either  side,  but  either  side,  I  presume,  could  bring  in  one 
or  two  or  three  hundred  witnesses. 

Mr.  Douglas.  We  challenge  the  other  side  to  do  it. 

Mr.  Peouty.  We  will  not  convey  the  challenge  to  them. 

Mr.  Douglas.  We  will  convey  the  challenge,  if  you  will  permit  us. 

Mr.  Peouty.  No  ;  we  have  some  rights  in  this  matter.  This  is  not 
the  only  task  we  have.  There  are  other  duties  we  have  to  perform 
besides  this,  and  I  am  not  quite  willing  to  sit  here  and  just  simply 
hear  over  and  over  the  same  thing,  because  good  men  say  it. 

Mr.  Douglas.  I  will  ask,  if  j'ou  pardon  this  unconventional  col- 
loquy  

Mr.  Peouty  (interposing).  I  think  it  ought  to  be  limited  to  six 
on  a  side. 
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Mr.  Douglas.  If  you  will  pardon  this  unconventional  colloquy, 
because  it  is  perfectly  consistent  with  the  greatest  possible  respect 
te  the  members  of  the  committee,  it  is  this:  If  you  will  take  into 
account  the  time  used,  and  I  appeal  to  the  membership  of  this  com- 
mittee to  bear  me  out  in  this  statement,  so  far  as  the  defense  is  con- 
cerned, it  has  consumed  but  four  days,  although  our  very  lives  are 
involved  in  a  degree  in  this  inquiry.  We  are  holding  our  testimony 
down  to  the  verj'  vitals  of  this  case,  to  things  that  are  so  pertinent 
that  so  far  no  member  of  the  committee  or  anj'one  else  has  suggested 
the  irrelevancy  of  it. 

Mr.  Prouty.  I  agree  with  you  there. 

jNIr.  Douglas.  And  we  will  make  every  earnest  eff(n-t  to  prevent  a 
useless  consumption  of  the  time  of  the  committee.  And  let  me  say 
this,  which  I  am  sure  will  be  agreeable  to  each  member  of  the  com- 
mittee, that  we  will  finish  this  examination  by  noon  to-morrow  on 
this  branch  of  the  case.  Then  I  have  about  four  or  five  witnesses 
on  the  question  of  the  building,  men  of  experience,  competent  to 
pass  upon  the  real  cost,  what  would  be  the  real  cost  to  put  this  build- 
ing on  that  lot  now,  or  as  of  October  31,  1912. 

Mr.  Prouty.  That  is  going  to  take  a  long  while  further  on  that 
one  question  of  value.  You  have  spent  all  your  lime  upon  the 
question  of  value,  you  see. 

Mr.  DoicLAS.  We  are  compelled  to  value  both,  because  some  of 
these  gentlemen  will  testify  (o  the  land  value  and  not  to  the  building 
value,  and  vice  versa.  You  take  Mr.  Gardiner,  for  instance;  he  does 
not  vmdertake  to  state  what  this  building  will  cost. 

Mr.  Prottv.  You  have  introduced  six  witnesses  now  on  that 
question. 

Mr.  DoT'GLAS.  Just  about  six. 

Mr.  Protty.  And  four  on  the  other  side. 

Mr.  Doi'tiLAs.  Yes,  sir:  there  were  six  on  the  other  side,  including 
Mr.  Ashford. 

Mr.  Joiixsox.  We  heard  all  on  the  other  side  who  came. 

Mr.  Douglas.  They  were  not  limited,  as  the  chairman  suggests. 

Mr.  Berger.  Mr.  Chairman.  I  suggest  we  give  him  a  chance  if  it 
takes  half  a  day  longer. 

Mr.  Peouty.  It  is  not  a  question  of  a  half  a  day;  but  if  it  takes 
half  a  month,  then  it  is  another  thing. 

Mr.  Douglas.  We  will  starve  if  it  takes  that  long,  because  we  have 
other  troubles,  as  have  the  members  of  the  committer.  They  may 
not  be  so  numerous  or  so  public.  I  appreciate  all  you  have  said,  and 
I  will  make  every  possible  effort  to  save  the  time  of  the  committee. 

Now,  Mr.  Shoemaker,  please  give  us  your  full  name  and  address. 

Mr.  Shoemaker.  Louis  P.  Shoemaker. 

Mr.  Douglas.  How  long  have  you  been  engaged  in  the  real-estate 
business  in  Washington? 

Mr.  Shoemaker.  Since  before  I  attained  my  jnajority ;  since  1876. 

Mr.  Douglas.  Where  is  your  office  now? 

Mr.  Shoemaker.  I  am  in  the  Southern  Building. 

Mr.  Douglas.  What  ^'as  your  office  before  the  Southern  Building 
was  erected? 

Mr.  Shoemaker.  I  was  for  a  short  time  on  Fourteenth  Street, 
between  F  and  G;  and  for  20  years  I  was  on  F  Street,  between  Ninth 
and  Tenth  Streets. 
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Mr.  Douglas.  You  moved  from  what  place,  do  you  say,  to  the 
Southern  Building? 

Mr.  Shotsmaker.  From  Fourteenth  Street,  between  F  and  G. 
Mr.  Douglas.  Have  you  had  occasion  to  give  some  attention  and 
study  to  the  question  of  what  is  a  conservative  and  fair  value  of  the 
land  of  the  Southern  Building,  so  that  you  can  give  your  opinion 
to  this  committee  ? 

Mr.  Shoemaker.  I  feel  that  I  have. 

Mr.  Douglas.  State  to  the  committee  what  you  think  would  be  a 
conservative  valuation  or  appraisement  of  the  land  itself. 

Mr.  Shoemaker.  If  you  will  permit  me,  I  will  answer  that  ques- 
tion and  also  give  the  result  of  the  investigation  I  have  made. 

Mr.  Douglas.  That  is  what  we  want  you  to  do. 

Mr.  Shoemaker.  That  may  save  time,  as  I  notice  one  member  of 
the  committee  is  very  anxious  to  push  the  matter  along. 

Of  course,  having  been  in  the  business  as  long  as  I  have,  I  have 
naturally  had  an  opportunity  to  observe  independent  of  transactions 
with  which  I  may  have  been  connected.  I  have  served  as  appraiser 
in  large  estates  and  on  commissions  to  sell  property,  and  things  of 
that  kind.    I  am  not  going  to  pose  as  an  expert,  however. 

I  find  that  the  property  at  the  corner  of  Fifteenth  and  H  Streets 
has  beyond  question,  in  my  opinion,  greatly  enhanced  in  value  in  the 
last  few  years,  largely  due  to  the  fact,  if  not  exclusively  due  to  the 
fact,  that  business  is  going  that  way. 

I  feel  that  I  foresaw  it  several  years  ago,  when  I  used  to  talk  to 
Mr.  James  M.  Johnston,  vice  president  of  the  Riggs  Bank,  and  we 
both  agreed  we  ought  to  go  up  there  and  buy  some  property.  I  do 
not  think  either  of  us  bought  it,  but  we  had  undoubted  confidence  in 
the  future  of  the  locality.  And  just  as  residences  have  gone  out 
Massachusetts  Avenue  and  land  has  attained  fabulous  prices  because 
of  the  fashion  and  the  desire  of  rich  people  for  it,  so  it  has  gone  up 
on  Fourteenth  Street,  or  out  H  Street ;  and  so  it  will,  in  my  opinion, 
continue  to  go. 

While  I  value  the  corner  at  Fifteenth  and  H  Streets  at  $45  a  foot, 
I  feel  that  at  that  price  it  is  much  less  per  foot  than  other  property 
the  value  of  which  has  been  testified  to,  and  with  reference  to  which 
the  committee  is  thoroughly  familiar.  The  Fourteenth  Street  and 
New  York  Avenue,  the  Fifteenth  Street  and  New  Yorli  Avenue,  the 
Fifteenth  and  H  Streets,  and  along  the  line  of  F  Street,  that  is  all 
property  that  could  be  valued  at  a  higher  price  than  Fifteenth  and 
H  Streets  to-day ;  and  yet  I  am  of  the  opinion  that  the  situation  is 
such  that  greater  values  will  be  attained  along  up  in  that  location 
even  than  exist  at  the  present  time. 

In  other  words,  there  is  more  speculation,  in  my  opinion,  in 
property  right  at  Fifteenth  and  H  Streets  at  $45  per  foot  than  there 
is  in  some  of  these  higher-priced  properties  in  other  locations. 

Mr.  Douglas.  You  think  $45  is  a  conservative  appraisement  for 
that  property? 

Mr.  Shoemaker.  I  do;  and  I  think  in  the  next  two  year^  it  will 
be  very  much  higher. 

Mr.  Douglas.  Gentlemen,  I  submit  Mr.  Shoemaker  to  the  commit- 
tee for  cross-examination. 

Mr.  Shoemaker.  I  looked  around  in  surrounding  localities,  and  I 
have  a  little  sketch  here.     I  wanted  to  prepare  myself  as  Avell  as  I 
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could,  independent  of  any  general  information  I  might  possess. 
When  I  find  that  property  down  there  on  Fifteenth  Street,  interior 
lots,  held  at  $40;  the  bank'property  at  $75,  which  I  believe  was  stated 
by  the  banker  himself;  Hendrickson's  building  across  the  street  at 
$40 ;  down  on  Fourteenth  Street,  $65 ;  at  Fourteenth  and  F  Streets, 
sold  for  $76,  and  so  on  throughout  other  localities  in  that  immediate 
vicinity. 

Mr.  Kedfield.  Any  questions,  Mr.  George? 

Mr.  George.  Do  you  think  $45  is  a  fair  valuation  for  that  property 
now  per  square  foot? 

Mr.  Shoemaker.  Yes,  sir ;  I  think  it  has  a  future  at  that  price.  A 
question  was  asked  a  moment  ago  as  to  why  this  property  increased 
so  much,  and 

Mr.  Eedfield  (interposing).  Are  there  any  further  questions? 

Mr.  Douglas.  Finish  what  you  started  to  say,  Mr.  Shoemaker. 

Mr.  Shoemaker.  I  do  not  know  that  it  is  necessary. 

Mr.  Redfield.  Finish  what  you  were  saying. 

Mr.  Shoemaker.  As  to  increased  value  of  properties,  in  my  experi- 
ence I  have  bought  property  and  sold  it  three  times  in  the  same  day, 
and  every  time  at  an  advance.     I  do  not  say  that  happens  regularly. 

Mr.  Redfield.  You  would  call  that  a  good  day  ? 

Mr.  Shoe:maker.  That  was  a  good  day  and  those  were  good  times, 
too. 

Mr.  George.  Where  was  that? 

Mr.  SiiOEJiAKER.  I  have  done  that  in  the  city,  but  the  property  that 
I  first  had  in  mind  was  out  in  the  suburbs,  and  it  was  a  prettv  large 
sale,  about  $45,000  to  $65,000  or  $70,000. 

Mr.  DoufiLAS.  We  do  not  want  you  to  show  how  much  profit  you 
made.  We  will  not  examine  you  further;  we  are  much  obliged  to 
you,  Mr.  Shoemaker. 

TESTIMONY  OF  WILLIAM  B.  HIBBS. 

The  witness  was  duly  sworn  by  the  chairman  of  the  subcommit- 
tee. 

Mr.  Douglas.  You  are  the  principal  member  of  the  firm  of  W.  B. 
Hibbs&Go.? 

Mr.  HiBBS.  Yes,  sir. 

Mr.  Douglas.  You  have  had  quite  large  experience  in  business 
affairs  in  Washington,  have  you  not? 

Mr.  HiBBS.  Yes,  sir. 

Mr.  Douglas.  You  have  been  here  approximately  how  many  years? 

Mr.  HiBBS.  Forty-eight. 

Mr.  Douglas.  You  are  the  owner  of  the  Hibbs  Building  in  the  block 
between  New  York  Avenue  and  H  Street? 

Mr.  HiBBS.  My  firm  is. 

Mr.  Douglas.  Known  as  the  Hibbs  Building  ? 

Mr.  HiBBs.  Yes. 

Mr.  Douglas.  Are  you  familiar  with  the  rapid  growth  of  values  in 
the  immediate  neighborhood  during  the  last  f  oUr  or  five  years  ? 

Mr.  HiBBS.  Yes,  sir.  1  bought  the  land  on  which  I  constructed  this 
building  about  five  years  ago,  and  put  the  building  up  as  soon  as  I 
procured  the  land.  Naturally,  being  interested,  I  observed  the  growth 
since  I  started  the  building  and  up  to  the  present  time. 
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Mr.  Douglas.  When  did  you  buy  this  property  of  yours  ? 
Mr.  HiBBS.  About  six  years  ago,  if  my  recollection  serves  me. 
Mr.  Douglas.  Would  you  mind  stating  what  you  paid  for  it  ? 
Mr.  HiBBS.  It  cost  me  about  $19  and  something  a  foot;  less  than 
$20. 

Mr.  Douglas.  What  do  you  think  that  property  is  worth  now,  ex- 
clusive of  the  building? 

Mr.  HiBBS.  It  has  been  appraised  in  the  neighborhood  of  $40  since 
in  settlement  of  some  account. 

Mr.  Douglas.  Would  you  sell  that  property  for  $50  a  foot  "if  it 
were  vacant? 

Mr.  HiBBS.  No,  sir. 

Mr.  Douglas.  That  is  within  a  square  of  the  Southern  Building 
and  is  an  inside  lot  ? 
Mr.  HiBBS.  Yes,  sir. 

Mr.  Douglas.  Mr.  Hibbs,  tell  the  committee,  in  your  judgment, 
what  is  a  fair,  conservative  value  for  the  Southern  Building  site,  and 
then  give  them  briefly  your  reasons  for  that  opinion. 

Mr.  HiBBS.  I  am  not  a  real  estate  expert,  and  it  would  only  be  my 
opinion  by  comparison  with  the  other  properties  in  the  immediate 
vicinity  and  my  observation  since  I  have  been  there  in  that  block. 

Mr.  Douglas.  Yes;  that  is  just  what  we  want.  What  is  that 
opinion  ? 

Mr.  Hibbs.  When  I  first  went  into  this  block  I  attempted  to  get  the 
old  hotel  that  was  standing  there  at  a  price  at  which  it  had  been 
offered  to  me  several  times  but  I  did  not  feel  quite  able  to  take  it  up. 
When  I  did  buy  it  they  found  that  I  wanted  it,  and  the  offer  was 
withdrawn  and  I  paid  $25,000  more  than  I  could  have  bought  it  for 
a  week  previous,  after  I  made  up  my  mind  to  take  it.    But  the  same 
day  I  was  offered  $25,000  in  advance  for  my  contract. 
Mr.  Douglas.  You  mean  in  addition  to  the  price  you  paid? 
Mr.  Hibbs.  In  addition  to  the  $25,000  I  paid  for  it. 
Mr.  Douglas.  That  was  $50,000  total  advance  ? 
Mr.  Hibbs.  That  was  $50,000  over  the  price  at  which  it  was  offered 
to  me  a  week  before.    But  that  is  not  unusual,  in  my  judgment.    As 
soon  as  men  and  conditions  go  into  a  community  this,  in  my  judg- 
ment, makes  values.    The  locality  is  one  where  space  is  limited,  and 
if  a  certain  class  or  line  of  business  wants  to  get  there  it  changes  the 
conditions  and  the  prices  immediately. 

About  the  value  of  the  Southern  Building,  the  only  way  I  could 
arrive  at  it  in  a  fair  way  was  to  get  down  to  the  unit  and  see  how 
much  per  foot  the  property  was  worth  around  me  and  find  out  how 
much  per  cubic  foot  my  building  cost  me  as  compared  with  that  of 
the  Southern  Building. 

I  went  very  carefully  into  that  by  looking  over  my  bills  and  the 
architect's  certificates,  and  found  my  building  cost  about  51  cents  a 
cubic  foot.  Then  I  figured  the  cubic  feet  in  the  Southern  Building, 
and  found  that  at  35  cents  a  cubic  foot,  which  was  the  lowest  of  any 
building  of  that  character  I  could  find  had  been  built  in  Washington, 
and  with  the  improvements  that  had  been  put  in  the  corner  by  the 
trust  company,  that  it  would  make  the  value  of  the  building  a  million 
dollars.  In  order  to  account  for  the  other  million  dollars,  so  as  to 
bring  this  up  to  the  much-talked  of  $2,000,000,  I  found  it  was  only 
about  $42  a  square  foot  to  arrive  at  that  valuation.     And  if  my 
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property,  which  is  an  inside  lot  on  Fifteenth  Street,  is  worth  what  it 
was  appraised  at,  I  thought  the  corner  of  Fifteenth  and  H  Streets 
certainly  was  worth  a  good  deal  more.  If  asked  to  appraise  by  com- 
parison the  value  of  the  corner  at  Fifteenth  and  H  Streets  as  it 
stands  to-day  representing  the  Southern  Building  I  do  not  see  how 
I  could  make  it  less  than  $2,000,000. 

Mr.  Douglas.  So,  in  appraising  the  land  and  building,  you  could 
not  make  it  in  your  judgment  less  than  $2,000,000? 

Mr.  HiBBS.  No,  sir. 

Mr.  DoTTGLAs.  If  the  earning  capacity  of  the  building  would  enable 
the  owners  to  net  even  as  high  as  4  per  cent  on  $2,000,000,  that  would 
confirm  that  appraisement,  would  it  not? 

Mr.  HiBBS.  It  would  add  to  it. 

Mr.  Douglas.  Add  to  the  appraisement,  Mr.  Hibbs  i 

Mr.  Hibbs.  Yes;  I  think  a  building  of  that  character  in  that 
neighborhood  with  the  future  as  I  think  I  see  it,  4  per  cent  would  be 
very  fair. 

Mr.  Douglas.  On  the  ground  itself  what  do  you  think  is  a  fair 
value  for  that  ground? 

Mr.  Hibbs.  I  should  certainly  say  that  $42  to  $43  would  be  a  very 
fair  valuation.  I  made  some  inquiries  since  this  hearing  has  been 
going  on  just  to  see  what  the  values  were  in  the  immediate  vicinity, 
particularly  in  the  block  where  I  own  some  property,  and  I  found 
that  there  was  nothing  to  be  had  at  less  than  that,  and  they  were 
inside  lots,  and  I  considered  this  corner  about  as  good  a  corner  as 
there  is  in  Washington. 

Mr.  Douglas.  As  good  a  corner  as  there  is  in  Washington? 

Mr.  Hibbs.  Yes. 

Mr.  Douglas.  Reference  has  been  made  to  the  presence  of  two 
parks,  going  west  and  northwest  from  that  section.  There  is,  one 
block  away,  Mt  Pherson  Square  to  the  northwest  and  Jackson  Place  to 
the  west.  State  to  the  committee  what  effect  those  two  parks  would 
have  on  the  question  of  business  property,  especially  for  financial 
purposes,  going  west  or  northwest  from  there.  Do  not  those  parks 
very  much  retard  the  growth  of  the  city  in  a  business  way  in  those 
two  directions? 

Mr.  Hibbs.  The  financial  center  is  very  much  congested  there,  and 
I  attribute  a  good  deal  of  it  to  the  park  boundaries  there.  They 
would  naturally  have  the  same  effect  on  shops  or  things  of  that 
kind.  The  value  of  this  particular  corner  in  my  judgment  is  on 
account  of  the  great  number  of  people  who  pass  there,  and  with  the 
business  so  closely  in  proximity  to  it.  I  think  the  improvement  of 
the  Shoreham  Hotel  and  the  prospect  of  the  Arlington  Plotel,  and 
the  character  of  the  improvements  that  are  generally  going  in  there, 
have  all  added  to  the  value.  I  think  the  very  fact  that  the  trust  com- 
pany and  the  progressive  people  who  are  going  ahead  and  doing 
things  have  centered  there  "and  located  in  it  has  added  value  to  it 
since  they  have  come  into  possession. 

Mr.  Douglas.  Gentlemen,  you  may  cross-examine  Mr.  Hibbs. 

Mr.  REDroajD.  What  did  you  say  your  business  was  ? 

Mr.  Hibbs.  I  am  a  broker ;  not  a  real  estate  broker. 

Mr.  Redfield.  Is  it  your  judgment  that  this  property  would  bring 
$2,000,000  at  a  quick  sale? 

Mr.  Hibbs.  I  really  think  now  that  it  would. 
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Mr.  Redmeld.  You  are  testifying  as  of  October  "1  last,  are  you 
not? 

Mr.  HiBBS.  I  did  not  understand  that  I  was  particularly.  I 
thought  I  was  talking  about  what  the  value  is  to-day.  The  appraise- 
ment was  only  made  last  week,  or  a  week  or  two  ago. 

Mr.  Redfield.  Do  you  mean  to  say  the  building  that  is  now  worth 
$2,000,000  was  worth  less  on  the  31st  of  October? 

Mr.  HiBBS.  No,  sir;  I  do  not.  I  can  say,  though,  that  people 
realize  what  it  is  worth  now. 

Mr.  Redfield.  The  appraisal  of  it,  which  was  made  under  the  in- 
structions of  the  commissioner  of  insurance,  was  dated  as  of  October 
31,  and  I  assumed  it  was  that  to  which  you  addressed  your  testimony. 

Mr.  HiBBS.  That  would  not  alter  my  opinion  at  all. 

Mr.  Redfield.  Before  that,  for  three  months,  had  there  been  any 
great  increase  in  the  value  of  the  property  ? 

Mr.  HiBBS.  I  do  not  recall  a  sale  that  would  indicate  that  there 
had  been. 

Mr.  Redfeld.  Do  you  regard  it  as  an  asset  at  two  millions  which 
would  be  quickly  convertible? 

Mr.  HiBBS.  Well,  that  would  depend  entirely  upon  the  general 
conditions.  If  we  were  compelled  to  sell  a  parcel  or  a  piece  of  prop- 
erty of  that  kind  while  there  was  a  panicky  condition  in  the  financial 
world  it  would  be  difficult  to  do  it.  Under  ordinary  circumstances  I 
would  say  it  was  fairly  valued  at  $2,000,000. 

Mr.  Redfield.  But  if  it  had  to  be  priced  for  a  quick  sale,  or  if  con- 
ditions were  such  that  money  was  tight,  it  might  not  readily  bring 
that. 

Mr.  HiBBS.  That  would  apply  to  Government  bonds  as  well. 

Mr.  Redfield.  But  it  would  apply  in  this  case,  too,  would  it  not? 

Mr.  HiBBS.  Not  to  an  isolated  case.  It  would  be  the  condition 
with  everything. 

Mr.  Redfield.  Exactly;  a  general  condition  that  would  apply  to 
all  property  of  that  class. 

Mr.  HiBBS.  Anything;  any  property,  real  or  personal.  If  you  are 
forced  to  sell  it  in  a  panicky  condition,  even  the  most  high-grade 
collateral  would  be  in  the  same  condition. 

Mr.  Redfield.  Therefore  banks  and  insurance  companies  generally 
are  careful  as  to  valuations  they  place  upon  securities  in  their  state- 
ments, because  they  realize  they  must  meet  those  conditions  from 
time  to  time,  do  they  not  ? 

Mr.  HiBBS.  I  consider  they  all  are. 

Mr.  Redfield.  And,  as  a  rule,  conservative  companies  are  rather 
careful  to  state  their  valuations  on  all  their  property  with  that  in 
mind  as  a  possibility.    Is  it  not  so,  Mr.  Hibbs  f 

Mr.  HiBBS.  I  did  not  quite  follow  that.  [The  question  was  re- 
peated by  the  stenographer,  as  above  recorded.]  I  could  not  answer 
that. 

Mr.  Redfield.  Do  you  not  know  what  the  rule  is  among  banks  and 
insurance  companies  generally,  that  they  are  very  apt  to  state  their 
securities  and  their  investments  of  all  kinds  on  such  a  basis  as  to  be 
lealizable  on  that  basis  in  the  event  of  a  squeeze ? 

Mr.  Hibbs.  I  am  not  a  director  of  any  bank,  and  I  know  nothing 
whatever  of  the  procedure  of  any  insurance  company. 
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Mr.  Eedfield.  Do  you  regard  $-2,000,000  as  a  sound,  reasonable 
value  for  that  property  on  the  31st  of  October  ? 

Mr.  HiBBS.  I  do. 

Mr.  Eedfield.  And  you  think  it  had  not  materially  increased  in 
value  in  the  three  months  preceding ;  that  is,  say,  on  July  1  or  July 
31  it  -syas  also  a  sound,  reasonable  value  at  $2,000,000  * 

Mr.  HiBBS.  It  was  not  worth  as  much  as  a  marketable  property 
before  these  people  bought  it  as  it  was  afterwards,  from  the  fact 
that  there  was,  as  1  imderstood  it,  a  company — a  not  very  well  or- 
ganized body  of  men,  with  no  particular  head  to  direct  it — that  was 
interested  in  this,  with  several  mortgages,  and  that  it  was  assumed 
i<  would  have  to  be  liquidated  in  some  wa.y.  That  was  generally 
understood. 

Mr.  Eedfield.  But  you  knew  that  Mr.  Carusi  was  the  president  of 
the  company  which  owned  the  building? 

ilr.  HiBBS.  I  did  not  know  anything  about  who  was  the  president, 
or  anything.  I  only  heard  in  a  general  way  that  there  wns  a  condi- 
'tion  existing,  and  a  not  altogether  amicable  feeling  among  the  holders, 
and  that  there  might  be  some  disposition  of  the  property  if  a  favor- 
able condition  arose. 

Mr.  Eedfield.  So  that  you  regard  the  personality  of  the  ownership 
as  an  element  in  tlie  value? 

Mr.  HiBBS.  I  do,  in  any  property. 

Jlr.  Eedfield.  .So  that  ii  the  management  of  this  property  were  to 
change  the  building  might  therefore  change  in  value? 

Mr.  HiBBS.  Oh,  no;  I  do  not  say  that.  I  mean  that  men  and  con- 
ditions make  values  as  of  to-day  a  great  deal  more,  in  my  judgment, 
than  what  it  sold  for  six  months  or  six  years  previously.  If  you  ta,ke 
a  man  who  is  inactive,  but  a  very  rich  man,  who  lays  aside  a  piece  of 
property  and  waits  for  20  years  for  it  to  enhance  in  value,  and  puts 
no  improvement  on  it,  it  is  of  no  benefit  to  the  community,  and  his 
propert}'  can  not  help  that  adjoining  it,  because  they  know  there  is 
nothing  to  be  done  with  it.  But  if  you  take  a  live  man,  or  a  live 
party  of  men,  whether  they  buy  it  on  a  10  per  cent  margin  or  pay  for 
it  in  cash,  and  put  something  into  it  that  will  improve  the  conditions 
and  improve  the  neighborhood,  it  is  bound  to  improve  the  property 
itself  and  all  that  which  is  adjacent  to  it. 

ilr.  Eedfield.  But  when  Mr.  Carusi,  as  president  of  the  Southern 
Building  Corporation,  sells  to  Mr.  Carusi,  as  chairman  of  the  finance 
committee  of  the  Commercial  Fire  Insurance  Co.,  at  $1,576,000,  a 
property  which  within  a  few  days  is  found  to  be  worth  $2,000,000, 
on  which  side  of  the  account  is  the  loss  ? 

Mr.  HiBBS.  I  do  not  figure  there  is  any  loss  or  profit.  We  are  talk- 
ing about  value,  and  I  do  not  think  it  is  unusual  at  all  for  an  appre- 
ciation of  15  or  20  per  cent  in  the  value  of  a  property  when  it  changes 
hands  and  goes  into  the  hands  of  people  who  are  going  to  do  some- 
thing with  it  and  takes  it  out  of  the  hands  of  some  people  who  are 
pressed. 

Mr.  Eedfield.  Do  you  think  that  a  property  in  the  hands  of  one 
company,  with  the  same  man  as  president  who  is  chairman  of  the 
finance  committee  of  the  other  company  that  is  the  buyer  of  it,  is  so 
much  depressed  before  the  transfer  as  to  make  its  stock  justly  worth 
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lOnly  25  cents  on  the  dollar  when,  if  the  facts  were  as  they  eame  to  be 
or  are^  alleged  to  have  been  after  the  transfer,  it  would  have  been 
worth  par — is  there  that  difference  ? 
Mr.  HiBBS.  That  is  not  a  parallel  case. 

Mr.  Redfield.  But  if  the  committee  is  correctly  informed  that  is 
precisely  the  case. 

Mr.  HiBBS.  If  you  say  that  a  property  is  worth  25  cents  on  the  dol- 
lar one  day  and  par  the  next,  that  is  not  a  parallel  case.  This  is  only 
an  appreciation  of  15  to  20  per  cent,  as  I  understand. 

Mr.  Eedfield.  There  is  testimony  before  the  committee,  Mr.  Hibbs, 
to  the  general  and  substantial  effect  that  stock  of  the  former  owner  of 
this  building,  the  company  which  owned  it  up  to  October,  was  bought 
in  for  account  of  the  gentlemen  who  came  to  own  it  after  the:  transfer 
was  made  at  25  cents  or  50  cents  on  the  dollar,  some  for  more,  some 
for  less;  and  that  if  that  property  had  then  had  upon  it  the/valnatioii 
which  it  came  to  have  immediately  in  the  hands  of  the  new  owners 
that  stock  might  have  been  worth — would  have  been  worth  under 
those  circumstances  its  full  value. 

Mr.  HiBBS.  I  do  not  know  a  thing  about  it. 

Mr.  Redfield.  Can  you  account  for  the  sudden  apprecisltion  of 
four  hundred  and  thirty  odd  thousand  dollars  or  thereabouts,  in 
the  hands  of  companies  in  which  the  same  parties  were  interested  in 
four  days  ? 

Mr.  HiBBS.  I  do  not  know  who  the  parties  were,  and  I  do  not 
know  anything  about  the  value  of  the  stocks. 

Mr.  Eedfield.  That  is  all. 

Mr.  Douglas.  That  will  be  all,  Mr.  Hibbs,  unless  some  other  mem- 
ber of  the  committee  desires  to  interrogate  you. 

TESTIMONY  OF  WILLIAM  J.  SULLIVAN, 

The  witness  was  duly  sworn  by  the  chairman  of  the  subcommittee. 

Mr.  Douglas.  Mr.  Sullivan,  are  you  engaged  in  the  real  estate 
business  ? 

Mr.  Sullivan.  I  am. 

Mr.  Douglas.  Have  you  had  any  occasion  to  do  any  official  apprais- 
ing for  the  Government  of  the  United  States  ? 

Mr.  Sullivan.  I  have. 

Mr.  Douglas.  State  to  the  committee  when  and  under  what  cir- 
cumstances. 

Mr.  Sullivan.  In  a  number  of  cases  I  have  testified  for  the  District, 
in  all  the  grade  damage  cases  in  and  around  the  Union  Station. 
T  am  at  present  engaged  representing  the  owners,  testifying  for  the 
individual  ownership  of  various  properties  now  being  condemned  in 
and  around  the  Union  Station  under  the  Wetmore  bi}l. 

Mr.  Douglas.  Under  what  bill  ? 

Mr.  Sullivan.  The  Wetmore  bill. 

Mr.  Douglas.  That  is,  involving  the  property  between  the -Capitol 
and  the  Union  Station? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Douglas.  Tell  us  how  familiar  you  are  with  condition^ig  in  and 
around  Fifteenth  and  H  Streets  NW. 
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Mr.  StTLLivAN.  My  offices  are  located  on  the  first  flooi*  of  the 
Southern  Building,  1419  H  Street,  just  east  of  the  corridor. 

Mr.  Douglas.  Wliere  was  your  office  before  that  time  ? 

Mr.  Sullivan.  At  1408  G  Street. 

Mr.  Douglas.  1408  G? 

Mr.  Sullivan.  G;  yes,  sir. 

Mr.  Douglas.  That  is  between  Fifteenth  and  Fourteenth,  on  G 
Street i 

Mr.  Sullivan.  Yes,  sir;  on  the  south  side,  next  to  Mr.  Harper's 
bank. 

Mr.  Douglas.  You  moved  from  that  localitv,  when,  to  Fifteenth 
andH? 

Mr.  Sullivan.  I  moved  from  1408  G  Street  to  the  Southern  Build- 
ing. I  believe  we  were  the  first  tenants  on  that  front — on  the  H 
Street  front — and  I  have  noticed  the  growth  of  the  place  from  the 
time  we  moved  in  up  to  the  present  time,  and  am  familiar  with  con- 
ditions that  exist  there,  then,  Tind  now. 

Mr.  Douglas.  Mr.  Sullivan,  first  tell  us  what,  in  your  judgment,  is 
a  conservative  appraisal  of  the  land  of  the  Southern  Building. 

Mr.  Sullivan.  I  place  a  valuation  of  $50  a  foot  on  the  land  to-day. 

Mr.  Douglas.  On  the  land  to-day? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Douglas.  Do  you  really  think  it  is  worth  that  to-day  ? 

Mr.  Sullivan.  I  do.  I  think  if  the  improvements  were  off,  with 
the  other  three  corners  improved  as  they  are,  stable  as  they  are,  that 
there  would  be  a  ready  market  for  that  property  at  $50  a  foot.  The 
corner  is  adaptable  for  other  uses  than  the  present  improvement.  It 
might  be  used  for  a  hotel  site  or  for  a  large  department  stoije  or  for 
such  a  character  of  improvement  as  you  have  there  now. 

Mr.  Douglas.  You  say  it  would  be  worth  that  if  the  building  was 
not  on  the  land  at  all  ? 

Mr.  Sullivan.  Yes,  sir;  with  the  corners  improved  as  they  are. 
You  have  the  handsome  improvements  on  the  three  other  corners. 
You  have  the  Woodward  Building  on  the  southeast  corner,  an  office 
building;  you  have  on  the  northwest  corner,  the  Shoreham  Hotel, 
and  on  the  southwest  corner  the  home  of  the  Union  Trust  Co. — and, 
by  the  way,  that  trust  company  saw  fit  to  come  up  into  this  neigh- 
borhood and  leave  one  of  the  finest  bank  homes  in  Washington. 

Mr.  Douglas.  You  mean  next  door  to  the  Willard  ? 

Mr.  Sullivan.  Knowing  and  seeing  to-day,  as  I  saw  when  I  se- 
lected my  office  in  this  building,  that  it  is  right  in  the  heart  of  the 
financial  district,  and  near,  I  might  say,  the  American  Security  & 
Trust  Co.,  another  large  institution,  one  of  the  best  institutions  in 
town.  ' 

Mr.  Douglas.  The  American  Security  &  Trust  Co.  moved  from 

Mr.  Sullivan  (interposing).  From  Fourteenth  Street,  right  across 
from  my  old  office,  and  built  a  magnificent  home  at  the  corner  of  Fif- 
teenth and  New  York  Avenue. 

Mr.  Douglas.  And  the  Union  Trust  moved  from  a  home  which  it 
had  built  next  to  the  New  Willard  Hotel? 

Mr.  StJLLivAN.  No.  1414  F  Street,  adjoining  the  Willard  Hotel,  in 
which  Mr.  Stellwagen  is  interested. 
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Mr.  Douglas.  There  has  been  a  good  deal  said  here  about  the  sud- 
den rise  in  property,  the  rapid  rise  m  the  value  of  this  property.  Let 
us  assume  it  was  sold  four  years  ago  for  $18  a  foot,  and  it  is  worth, 
even  at  the  lowest  price  that  has  been  put  by  witnesses,  $45  a  foot; 
that  would  be  an  increase  of  150  per  cent  in  four  years — $27  against 
$18.    Is  that  unusual  in  Washington,  Mr.  Sullivan  ? 

Mr.  Sullivan.  No  ;  it  is  not,  Mr.  Douglas.  I  can  recite  instances — 
yes,  well  take  an  instance  where  I  sold  a  property  for  $8,000;  of 
course,  a  smaller  area  than  the  one  before  the  committee.  I  might 
name  714  Thirteenth  Street.  That  was  the  time  I  had  my  offices  at 
Thirteenth  and  G  Streets,  then  associated  with  my  brother,  J.  D.  Sul- 
livan, known  as  J.  D.  &  W.  J.  Sullivan.  During  that  time  I  watched 
steadily  the  growth  of  Thirteenth  Street  and  the  surrounding  neigh- 
borhood. I  have  been  in  business  for  18  or  19  years,  and  I  have  sold 
considerable  business  properties,  and,  as  Mr.  Shoemaker  said  a  few 
moments  ago,  I,  too,  have  sold  properties  two  and  three  times  in  a  daiy 
at  advanced  prices.  I  recall  the  instance  of  714  Thirteenth  Street, 
that  sold  for  $8,000.  Dr.  Reyburn  lived  there  as  his  home.  That 
property  I  subsequently  sold  for  Charley  Fairfax,  of  the  firm  of 
Stone  &  Fairfax,  for  $16,000. 

Mr.  Johnson.  What  time  elapsed  between  those  two  sales? 

Mr.  Sullivan.  About  four  years.  In  the  past  year  I  sold  this 
same  property  to  Mr.  Walters,  for  Oscar  S.  Taylor,  of  the  Bruns- 
wick-Balke-.CoUender  Co.,  with  offices  in  Baltimore,  on  Lexington 
Street,  for  $27,500,  all  cash. 

Mr.  Douglas.  The  same  property  ? 

Mr.  Sullivan.  The  same  property.  I  can  cite  instances  in  this 
same  block  in  which  the  Southern  Building  is  located,  on  the  north 
side  of  H  Street,  down  near  the  corner  of  Blackistone,  the  florist, 
inside  lots,  which  sold  some  seven  or  eight  years  ago  for  $7.50  a  foot, 
which  deal  was  made  by  Mr.  Ben  Bradford,  and  subsequently,  two 
years  hence,  one  of  the  lots  sold  for  $12  a  foot,  and  to-day  Mr. 
Story  is  asking  $25  a  foot  for  inside  lots. 

Mr.  Douglas.  And  that  is  the  only  one  there  that  can  be  bought 
for  that  figure  ? 

Mr.  Sullivan.  Yes,  sir;  there  is  the  old  Herald  Building,  on 
Fifteenth  Street,  in  the  zone  we  are  now  speaking  of,  and  right  in 
the  heart  of  the  financial  districl,-that  sold  in  the  past  year  at  an 
average  of  $33  a  foot,  with  an  old  improvement  on  it — an  old  tumble- 
down shack,  you  might  say,  as  compared  with  the  improvements  on 
the  lot  in  question. 

I  can  cite  a  corner,  at  Ninth  and  E  Streets,  that  I  personally  made 
an  offer  for  of  $45,000 — where  the  saloon  is  located — known  as  "  The 
Indian,"  containing  1,100  and  some  odd  feet,  which  sold  for 
$38,000.  That  is  approximately  $42  a  foot.  My  office  has  just  sold 
the  Miller  saloon,  on  Ninth  Street — 402,  I  think,  is  the  number — for 
$48,500,  averaging  $32  to  $33  a  foot.  We  sold  the  Rich  Building,  at 
tlie  corner  of  Tenth  and  F  Streets,  in  the  past  six  months  or  a  year — 
in  this  past  year — at  an  average  of  $80  a  foot. 

Mr.  Douglas.  $80  a  foot? 

Mr.  Sullivan.  Yes,  sir.  That  building  a  short  while  ago,  it  is  a 
well-known  fact,  could  have  been  bought  for  $65  a  foot.    But  Wood- 
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ward  &  Lothrop  would  not  pay  it  at  that  time.  And  when  they 
would  go  back,  as  was  cited  by  jNIr.  Hibbs  as  to  the  increase  of  the 
price  the  day  following  an  offer  which  was  not  accepted;  so  I  have 
had  it  happen  time  and  time  again.  "When  I  would  go  back  and 
want  the  property,  with  an  offer,  or  try  to  acquire  it  for  a  prospective 
purchaser  the  evening  before,  and  go  back  the  next  day,  the  owners 
would  not  accept  it. 

Mr.  Douglas.  Let  us  see  if  you  can  give  an  illustration  between 
Fourteenth  and  Fifteenth  Streets  on  H  Street.  Do  you  know  the 
property  that  the  Secretary  of  the  Xavy,  ]Mr.  von  Meyer,  bought,  on 
the  south  side  ? 

Mr.  Sullivan.  On  H  Street? 

Mr.  DoucLAS.  On  H  Street,  yes:  bought  by  Secretary  of  the  Navy 
von  Meyer. 

Mr.  Sullivan.  That  was  the  one  that  was  between  Fifteenth  and 
Sixteenth  ? 

Mr.  Douglas.  No;  between  Fourteenth  and  Fifteenth  on  H  Street, 
on  the  south  side  of  the  street,  next  to  the  Maryland  Building. 

Mr.  Sullivan.  Yes;  I  recall  that  now. 

Mr.  Douglas.  Do  you  remember  how  rapidly  that  went  up  in 
price  ? 

Mr.  Sullivan.  Yes.  Half  of  the  property  sold  at  a  very  high 
figure. 

Mr.  Douglas.  Half  of  the  property  sold  at  a  figure  in  excess  of 
the  price  he  paid  for  all  of  it,  did  it  not? 

Mr.  SuLLivAx.  Yes.  sir.  T  might  ptate  here.  Mr.  Douglas — I  do 
not  want  to  volimteer  any  information  that  will  bore  the  committee — 
that  I  consider  and  would  recommend  to  anv  client  of  mine,  and 
would  buy  mvself  to-day  if  I  had  the  capital,  any  property  on  H 
Street  from  Fourteenth  to  Seventeenth  and  out  Connecticut  Avenue. 
The  trend  of  the  business  section  is  going  that  wa^. 

Take  F  Street,  for  instance,  the  south  side  of  F  Street,  between 
Twelfth  and  Thirteenth,  compared  with  four  or  five  years  back,  to 
conditions  existing  there  to-day.  There  is  a  block  of  property  that 
was  controlled  bv  a  ricli  estate — the  Long  estate — at  low  terms  for 
year.s.  It  lay  idle  there  for  years.  You  could  not  rent  it.  After  the 
property  was  improved  they  found  a  ready  sale  and  a  ready  rental  for 
this  property. 

The  Willard  estate,  for  instance,  have  large  holdings  on  F  Street. 
They  let  their  improvements  stand  awhile.  And,  as  Mr.  Hibbs  stated, 
all  these  conditions  are  taken  into  consideration.  It  takes  people  of 
wealth  to  handle  a  proposition  of  this  size,  and  they  are  the  people 
that  improve  all  the  adjoining  property;  that  is,  everywhere  other 
improvements  in  the  neighborhood  are  made. 

Mr.  Douglas.  Is  4  per  cent  a  good  return  on  business  property  in 
Washington  ? 

Mr.  Sullivan.  Mr.  Douglas,  as  to  business  property  I  can  cite  the 
instance  of  Ninth  and  E  Streets,  that  pays  about  2  or  2^  per  cent. 
There  is  a  property  that  sold  for  $48,000,  bringing  in  $2,100  a  year, 
with  a  seven-year  lease ;  and  the  building  I  sold  close  to  two  weeks 
ago,  402  Ninth  Street,  formerly  belonging  to  the  Miller  brothers, 
renting  for  something  like  $235  a  month,  and  there  is  an  18-year  lease 
to  run. 
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It  all  depends  on  the  character  of  your  property,  whether  it  is  in  a 
neighborhood  that  increases  or  causes  increment  of  the  ground. 
Some  properties  pay  from  3  to  6  per  cent,  depending  on  the  character 
of  your  improvements  and  the  character  of  your  property. 

Mr.  Douglas.  Gentlemen,  that  is  all  the  questions  I  have  for  Mr. 
Sullivan. 

Mr.  Johnson.  You  may  be  excused. 

Mr.  Douglas.  I  think  that  concludes  the  witnesses  for  this  after- 
noon.   It  is  now  about  4  o'clock,  and  we  all  are  tired,  I  am  sure. 

Mr.  Johnson.  The  committee  will  stand  adjourned  until  to-mor- 
row morning  at  10  o'clock. 

Thereupon,  at  4  o'clock  p.  m.,  the  committee  adjourned  until  to- 
morrow morning,  Tuesday,  January  14,  1913,  at  10  a.  m. 
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Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  or  Representatives, 
Washington,  D.  G.,  January  H,  1913. 

The  subcommittee  met  at  10  o'clock  a.  m.,  Hon.  Ben  Johnson 
(chairman)  presiding. 

Present,  in  addition  to  the  members  of  the  committee :  Francis  H. 
Stephens,  assistant  corporation  counsel  of  the  District  of  Columbia; 
George  H.  Ingham,  Esq.,  superintendent  of  insurance  of  the  Dis- 
trict of  Columbia,  and  his  counsel,  Mr.  J.  S.  Easby-Smith;  Hon. 
Cuno  H.  Rudolph,  Commissioner  of  the  District  of  Columbia.  Also, 
Messrs.  Charles  A.  Douglas  and  Charles  F.  Carusi,  representing  the 
Commercial  Fire  Insurance  Co.,  the  First  National  Fire  Insurance 
Co.  of  the  United  States,  and  the  Washington  Loan  &  Title  Co. 

Mr.  Johnson.  Before  we  go  forward  with  the  next  witness  I  wish 
to  say  that  yesterday  morning,  immediately  after  Mr.  Godwin  had 
called  Mr.  Gore's  attention  to  the  fact  that  there  was  a  rumor  to  the 
effect  that  my  brother  was  interested  in  one  or  the  other,  or  both  of 
these  fire  insurance  companies  I  sent  this  telegram  to  my  brother, 
Lee  Johnson,  Smithfield,  Ky. : 

Have  you  any  stock  in  either  the  Commercial  or  First  National  Fire  Insur- 
ance companies  in  this  city? 

I  did  not  get  an  answer  to  that  until  last  night,  for  the  reason  that 
my  brother  is  in  a  very  small  village  and  the  telegram  had  to  go  to 
Shelbyville,  Ky.,  so  I  am  informed  by  the  telegraph  company,  and 
then  communicated  to  him  over  the  telephone,  and  had  to  come  back 
the  same  way.    But  I  am  in  receipt  of  this  telegram  from  him : 

Smithfield,  Ky.,  January  13,  1913. 
Ben  Johnson, 

Washington,  D.  G. 
Own  no  stock  in  either  company. 

Lee  Johnson. 

I  have  here  a  communication  from  Mr.  Charles  Hall  Davis,  a  let- 
ter addressed  to  me,  in  which  he  incloses  a  copy  of  a  letter  addressed 
to  Mr.  Douglas.  The  copy  of  the  letter  addressed  to  Mr.  Douglas 
reads  as  follows: 

JANUAKY  13,  1913. 

Charles  A.  Douglas,  Esq., 

Washington,  D.  C, 
My  Dear  Sib:  I  have  this  morning  received  the  printed  copy  of  my  evidence 
before  the  subcommittee  of  the  Committee  on  the  District  of  Columbia,  taken 
on  January  9. 
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I  inclose  you  herewith  copy  of  a  letter  wliieb  I  have  to-day  written  Mr.  John- 
son, chairman  of  the  committee,  calling  attention  to  certain  slight  errors  in  the 
stenographic  report  in  the  evidence.  I  will  be  glad  if  you  will  show  the  same 
to  Mr.  Carusi  and  to  Mr.  Easby-Smith,  who,  I  understand,  were  the  only  counsel 
present  at  the  investigation  other  than  yourself. 

Very  truly,  yours,  Charles  Hall  Davis. 

The  letter  to  me  from  Mr.  Charles  Hall  Davis  is  as  follows : 

January  13,  1913. 

My  Dear  Sir  :  I  received  this  morning  the  printed  paniplilet  containing  the 
evidence  taken  before  your  subcommittee  on  January  9,  1913.  This  was  the  day 
on  which  I  was  present  as  a  witness.  On  reading  all  the  testimony  I  find  several 
errors  in  the  report  of  the  evidence,  as  follows : 

On  ])age  947,  the  sixteenth  line  from  the  bottom,  the  name  "  :Mr.  Thomas  M. 
Baker ''  should  be  "  Mr.  James  JI.  Baker." 

On  page  94S.  lines  17  and  IS  from  the  top,  "  Union  Trust  Co."  sliould  be 
"  United  States  Trust  Co." 

On  page  0.53,  near  the  bottom  of  the  page: 

"Mr.  Redfikld.  That  is  an  interval  of  about  how  long? 

"  Mr.  Davis.  About  three  months,  I  think." 

My  ansAver  was :  "About  three  y^sus,  I  think,"  instead  of  "About  three  months, 
I  think,"  and  tliis  will  api^ear  from  the  context 

On  page  9.54.  the  twenty-fifth  line  from  the  top:  "Washington,  Spa  Spring  & 
Gretna  Railroad  Co."  should  be  "  Washington,  Spa  Spring  &  Gretta  Railroad  Co." 

On  page  979,  eighth  line  from  the  top : 

"  Mr.  (  'arf-si.  I  just  have  two  qn(>stions.  Mr.  Davis.  You  represented  Jlr. 
Parker's  lioldings,  as  well  as  your  own,  did  ymi  not.  in  these  negotiations  for  the 
sale  of  your  stock? 

"  ilr.  Davis.  I  did  not  represent  him ;  no.  Col.  Mann  represented  them.  I 
jointly  I'epresented  Mr.  Parker's  holdings  with  Col.  JIann." 

The  stenographer's  report  of  my  answer  is  not  accurate.  It  should  read : 
"  I  did  not  represent  my  stock ;  no.  Col.  Mann  represented  my  stock.  I,  jointly, 
represented  Mr.  Parker's  holdings  with  Col.  Mann." 

I  have  read  the  evidence  over  cursorily,  and  these  are  the  only  errors  that 
have  come  to  my  attention. 

I  am  sending  a  copy  of  this  letter  to  Mr.  Douglas. 

Vei-y  truly,  yours,  Charles  Hall  Davis. 

Mr.  Dou(;l.^.s.  I  think  all  of  them  are  perfectly  proper  corrections. 

Mr.  Joiixsox.  If  there  is  no  objection  the  letters  may  go  into  the 
record  to  show  the  corrections. 

Mr.  Douglas,  you  may  call  such  witnesses  as  you  have. 

Mr.  Douglas.  Mr.  Chairman  and  gentlemen,  we  decided  to  take 
the  suggestion  made  on  yesterday  that  we  cut  down  the  testimony  on 
the  subject  of  real-estate  values,  because  we  are  content  to  rest  our 
contention  upon  that  upon  tlie  previous  testimony  and  as  to  the  other 
values  in  the  neighborhood,  as  reflecting  upon  and  practically  de- 
termining the  value  of  this  property.  But  I  would  like  particularly 
to  request  of  the  committee  the  privilege  at  some  stage  of  this  ex- 
amination of  examing  Mr.  Brown.  Mr.  Brown  is  an  expert,  as  I 
understand  it,  used  by  what  is  known  as  the  George  subcommittee 
on  assessment  values 

Mr.  Johnson.  Assessment  and  taxation. 

Mr.  Douglas.  Assessment  and  taxation,  and  I  have  every  reason  to 
believe  that  he  is  quite  a  high-class  expert.  If  the  committee  intends 
to  use  him,  of  course  we  will  have  the  opportunity  of  cross-examining 
him.  If  the  committee  does  not  intend  to  use  him  we  would  like  to 
have  the  opportunity  of  calling  him  here,  to  hear  what  he  would  have 
to  say. 

Mr.  Johnson.  I  can  only  speak  for  myself  as  a  member  of  the  com- 
mittee in  that  respect.    It  has  occurred  to  my  mind  that  the  commit- 
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tee  as  a  whole,  after  consultation,  has  had  no  witnesses  as  to  value. 
The  insurance  companies  have  had  some  witnesses  as  to  value,  and 
there  have  been  some  witnesses  who  have  testified  as  to  a  low  value, 
who  were  called  by  the  committee,  but  on  Mr.  Redfield's  suggestion, 
and  in  so  far  as  I  know  the  committee  did  not  know  what  they  would 
testify  or  about  what  they  would  testify  before  they  were  actually 
upon  the  stand.  As  to  whether  the  committee  contemplates  calling 
Mr.  Brown  or  anybody  else  I  am  not  advised. 

Mr.  Douglas.  I  would  like  the  committee  to  consider  at  the  noon 
hour  and  see  whether  they  would  consider  it  proper  for  us  to  call 
Mr.  Brown.  Of  course  we  would  be  within  our  legal  rights,  but  I 
would  not  want  to  do  it  unless  it  is  entirely  agreeable  to  the  commit- 
tee that  we  should  call  him. 

Mr.  Johnson.  So  far  as  I  am  concerned  I  am  not  only  willing  but 
anxious  to  hear  all  I  can  on  the  subject. 

Mr.  Douglas.  If  you  will  let  me  go  on  we  will  take  this  matter  up 
about  Mr.  Brown  later.  I  would  like  to  call  Mr.  Brainard,  from 
New  York,  who  is  here  and  anxious  to  get  back,  to  take  up  the  build- 
ing end  of  this  matter  now. 

TESTIMONY  OF  MR.  OWEN  BRAINARD. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr."  Douglas.  State  your  full  name,  occupation,  and  place  of  i-esi- 
dence  to  the  stenographer. 

Mr.  Brainard.  Owen  Brainard;  office  at  225  Fifth  Avenue,  New 
York  City.  Civil  engineer  and  architectural,  engineer,  to  be  specific. 
Practicing  architecture  in  association  with  Mr.  Thomas  Hastings, 
under  the  firm  name  of  Carrere  &  Hastings. 

Mr.  Douglas.  Who  constituted  the  firm  of  Carrere  &  Hastings  be- 
fore the  death  of  Mr.  Carrere  ? 

Mr.  Brainard.  Mr.  Carrere,  Mr.  Hastings,  and  myself. 

Mr.  Douglas.  Will  you  state,  Mr.  Brainard,  whether  the  firm 
transacted  a  very  large  amount  of  business  as  architects  ? 

Mr.  Brainard.  We  had  a  very  large  practice  for  20  years.  The 
firm  had  a  small  practice  prior  to  that ;  had  been  practicing  as  a  firm 
for  28  years,  and  we  had  an  extensive  practice  pretty  well  distributed 
over  the  eastern  part  of  the  country. 

Mr.  Douglas.  After  the  death  of  Mr.  Carrere  the  firm  continued 
under  the  name  of  Carrere  &  Hastings,  yourself  and  Mr.  Hastings 
constituting  the  two  surviving  members  ? 

Mr.  Brainard.  Not  as  a  firm.  The  firm  was  dissolved  by  the 
death  of  Mr.  Carrere,  but  we  continued  the  practice  in  association. 

Mr.  Douglas.  Under  the  name  of  Carrere 

Mr.  Brainard  (interposing).  Under  the  firm  name  of  Carrere  & 
Hastings. 

Mr.  Douglas.  Mr.  Brainard,  in  order  that  the  committee  may  be 
able  to  form  a  sufficient  judgment  as  to  your  testimony  as  an  expert, 
I  wish  you  would  tell  us  some  of  the  important  buildings  that  you 
have  designed,  and  that  were  built  under  the  supervision  of  your 
firm  in  the  last  few  years,  with  special  reference  to  office  buildings 
in  New  York  City  and  elsewhere. 

Mr.  Brainard.  The  office  buildings  that  we  have  designed  and 
supervised,  includes  the  20-story  building  for   the  United    States 
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Rubber  Co.,  at  Fifty-eighth  Street  and  Broadway,  completed  last 
summer;  a  16-story  building  of  Blair  &  Co.,  Broad  Street  and  Ex- 
change Place,  Xew  York  City;  Traders  Bank  Building,  Toronto, 
15-story  office  building;  the  so-called  Transportation  Building, 
9  stories,  in  ^Montreal;  471  Fourth  Avenue,  New  York  City;  73 
Murray  Street,  Xew  York  City.  Those  are  recent  office  buildings. 
Other  buildings — New  York  Public  Library 

Mr.  Douglas  (interposing).  You  mean  the  New  York  State 
library  ? 

Mr.  Brain AED.  No;  it  is  the  New  York  Public  Library  in  Xew 
York  City,  a  city  institution. 

Mr.  DouGL.\s.'  Is  that  on  Fifth  Avenue  andJForty-second  Street? 

Mr.  Brainaed.  On  Fifth  Avenue  and  Forty-second  Street,  com- 
pleted two  years  ago.  The  Memorial  Building  at  Yale;  Goldwin 
Smith  Hall  and  Rockefeller  Halls  at  Cornell;  Carnegie  Institution 
in  "Washington;  Townsend  residence  in  AVashington 

Mr.  Douglas.  What  residence? 

j\Ir.  Beaixaed.  Townsend. 

Mr.  Douglas.  The  Townsend  residence?  Is  that  on  Massachusetts 
Avenue  ? 

Mr.  Brainaed.  On  Massachusetts  Avenue.  Mr.  Hastings  as  archi- 
tect of  this  building,  myself  as  consulting  engineer. 

jMr.  Johnson.  Which  building? 

Mr.  Brainaed.  This  building;  the  House  Office  Building.  Mr. 
Carrere  as  consulting  architect  of  the  Senate  Office  Building,  and  I 
acted  as  consulting  engineer.  I  should  limit  my  duties  in  regard  to 
these  two  last  buildings  as  an  occasional  consultant ;  that  is,  not  con- 
sultant as  to  all  of  the  details  of  these  buildings.  I  was  the  engineer 
in  charge  of  the  design  and  construction  of  the  subways  between  the 
Capitol  and  the  two  office  buildings.  We  have  designed  the  pro- 
posed changes  of  the  east  front  of  the  Capitol,  which  has  not  yet 
been  authorized. 

Mr.  Douglas.  Not  vet  what? 

Mr.  Brainaed.  Not  yet  been  authorized.  We  have  designed  the 
proposed  changes  in  the  hall  of  the  House  of  Representatives.  I 
have  not  been  iniEormed  as  to  whether  those  have  been  fully  au- 
thorized or  not.    Need  I  continue? 

Mr.  Douglas.  I  suppose  that  is  sufficient,  Mr.  Brainard.  I  simply 
wanted  the  committee  to  become  really  acquainted  with  you  in  the 
few  moments'  time,  as  we  have  a  purpose. 

Now,  Mr.  Brainard,  have  you  had  occasion  to  examine  into  the 
specifications  of  what  is  known  as  the  Southern  Building,  at  Fif- 
teenth and  H  Streets,  in  Washington,  D.  C,  and  to  examine  the 
building  ? 

Mr.  Brainaed.  Yes,  sir.  I  have  examined  the  specifications  and 
the  plans  and  the  building. 

Mr.  Douglas.  And  the  building.  Are  you  prepared  to  state  to 
the  committee  what,  in  your  judgment,  the  Southern  Building  would 
cost  to  be  constructed  at  this  time,  just  as  it  is? 

Mr.  Brainaed.  I  am. 

Mr.  Douglas.  Then  state,  now,  in  your  own  way  just  what  you 
have  to  say  on  that  subject. 

Mr.  Brainaed.  My  estimate  of  the  cost  of  that  building  if  built 
at  this  time  is  based  upon  ; — —-^-^-^^J^i^j^^-e  >he  cube  contents  of 
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the  building,  and  upon  an  examination  of  the  plans  and  specifications 
and  an  examination  of  the  building  and  the  then  determination  of 
a  unit  price  to  be  applied  to  that  total  cube. 

I  make  the  cube  of  the  building,  which  I  computed  with  great 
care  yesterday,  2,678,000  cubic  feet. 

My  estimate  of  the  cost  to  produce  that  building  at  this  time 
would  be  based  upon  a  cubic-foot  price,  and  my  judgment  as  to  the 
cost  per  cubic  foot  for  producing  that  building  at  this  time  in  Wash- 
ington is  between  41  cents  and  42  cents.  Applying  that^ — which  I 
shall  not  attempt  to  do  to  the  last  decimal — ^to  my  cubage — I  may  say 
that  I  have  never  put  those  two  figures  together — would  give  us  a 
result  of  approximately  $1,100,000. 

Mr.  Douglas.  Does  that  estimate  as  to  the  cost  include  builder's' 
profits  and  architect's  fees? 

Mr.  Bkainaed.  It  includes  all  that  you  would  have  to  pay  the 
builder  for  producing  the  building,  and  the  architect's  fee.  It  does 
not  include  costs  which  the  owners  might  have  to  deal  with. 

Mr.  Douglas.  What,  for  instance? 

Mr.  Brainaed.  As  financing  operations,  taXes,  interest,  carrying 
charges  during  construction;  simply  what  it  would  cost  from  my 
standpoint  if  I  were  the  architect  and  supervising  it ;  I  should  issue 
certificates  for  the  amount  I  have  stated,  and  send  out  bills  for 
my  own  commissions,  which  would,  I  believe,  approximate  the  total 
that  I  have  given  you. 

Mr.  Douglas.  Yes,  sir. 

Mr.  Beainaed.  I  want  to,  if  I  may,  state  something  as  to  this 
cube  contents. 

Mr.  Douglas.  Yes,  sir. 

Mr.  Beainaed.  It  is  very  usual  indeed,  almost  necessary,  to  esti- 
mate the  cost  of  buildings  by  this  process  or  method  of  cubing,  and 
it  is  largely  used.  Indeed  it  is  used  invariably  in  preliminary  oper- 
ations and  in  the  preliminary  steps  of  an  operation  and  in  ap- 
praisals, but  it  is  in  individual  method,  and  the  method  of  cubing 
varies  as  between  one  practitioner  and  another.  My  cubes  are 
established  upon  a  certain  basis  of  measurement;  that  is,  including 
certain  things  and  excluding  certain  other  things.  Some  of  the 
builders  cube  a  building  by  measuring  from  a  plan  taken  at  the 
bottom  of  the  footings;  that  is.  the  extreme  depth  of  the  building, 
then  taking  up  to  and  including- all  of  the  roof  space. 

My  cubes  are  always  computed  upon  the  basis  of  the  lowest  floor 
level;  that  is,  taking  the  floor  level  of  the  subbasement,  and  then 
stepping  up,  if  there  is  a  basement  floor  with  no  subbasement  under 
it,  and  then  taking  the  outside  dimensions,  not  including  courts,  but 
including  any  roof  houses.  If  the  building  had  vaults  extending 
under  the  sidewalk,  I  should  not  include  those  in  the  cube  upon 
which  I  would  establish  the  unit  price,  but  would  compute  that  cube 
separately  and  use  a  different  cube  price. 

I  am  stating  that  method  of  computation  to  the  committee  so  that 
if  there  should  be  an  occasion  for  the  quotation  of  other  cubes  here 
which  might  be  somewhat  less  than  mine,  it  would  be  necessary,  for 
the  purpose  of  comparison,  to  know  how  they  were  established. 

Mr.  Douglas.  Mr.  Brainard,  can  you  state,  generally,  whether 
building  materials  are  higher  or  lower  than  they  were  two  years  ago, 
as  a  general  proposition  f 
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Mr.  Brainaed.  On  the  average  the  total  cost  of  material  is  higher 
than  it  was  two  years  ago.  That  is  particularly  so  in  the  matter  of 
steel. 

Mr.  Douglas.  The  architect  of  the  District  the  other  day,  testify- 
ing here,  said  the  difference  in  the  cost  of  steel  per  ton  now  as  com- 
pared to  two  years  ago,  including  the  cost  of  erection  and  construc- 
tion, is  about  $1  a  ton.  Will  you  state  to  the  committee  just  what  is 
the  difference  in  the  cost  of  steel  now  as  compared  with  two  years 
ago,  per  ton  ? 

Mr.  Brainaed.  I  perhaps  could  best  answer  that  by  stating  the  dif- 
ference in  cost  which  I  have  had  to  contract  for  for  my  clients.  Two 
years  ago  I  purchased  2,700  tons  of  steel  for  the  Rubber  Building  at 
about  $58  a  ton  erected. 

jNIr.  Redfield.  What  was  the  price? 

Mr.  Bhainard.  $58  a  ton  erected.  That  is  2.6  cents  a  pound  erected. 
Last  week  I  placed  an  order  for  about  1,000  tons  of  simpler  steel,  all 
for  erection  in  New  York,  for  which  I  had  to  pay  $80  a  ton. 

Mr.  Redfield.  Erected? 

^Ir.  Brainard.  Erected. 

Mr.  Douglas.  Both  of  them  were  erected,  I  understand? 

^Ir.  Brainard.  Both  erected  prices.  The  cost  of  erection  has  not 
varied  in  New  York  in  two  years,  but  the  price  of  the  steel  fabricated 
and  delivered  at  the  site  has  increased  very  much,  surely  $20  a  ton  on 
comparative  orders. 

Mr.  DorcLAs.  $20  a  ton? 

Mr.  Braimard.  That  is  at  this  time.  This  is  an  abnormal  period, 
because  the  steel  mills  are  all  full  up  on  contracts.  I  presume  a  long- 
term  contract,  giving  them  plenty  of  time  for  delivery,  might  be 
made  at  an  advance  of  not  over  $15  a  ton  over  the  price  of  two  years 
ago. 

Mr.  Douglas,  ilr.  Brainard,  is  40  cents,  41  cents,  and  42  cents  a 
cube  a  high  price  for  building  office  buildings  of  the  character  of  the 
Southern  Building,  generally,  throughout  the  country? 

'Sir.  Brainard.  It  is  very  difficult  to  say  generally  throughout  the 
country,  Mr.  Douglas. 

j\Ir.  Douglas.  I  mean  in  the  East,  in  the  zone  of  your  own  works 
here. 

Mr.  Brainaed.  In  New  York  the  building  would  cost  more  than 
it  does  here.  I  should  put  that  building  3  cents  a  foot  higher  in  New 
York  than  here.    That  is  based  upon  recent  expense 

^Ir.  Douglas  (interposing).  The  cost  of  labor  is  somewhat  higher? 

Mr.  Brainaed.  Labor  is  higher.  Our  climate  is  a  little  more 
difficult,  and  in  the  building  operations,  such  as  commercial  building, 
generally  a  12-month's  operation,  there  is  a  great  deal  of  time  lost,  a 
great  deal  of  money  lost  owing  to  the  interruption  of  bad  weather. 
That  is  quite  a  large  cost  against  New  York  buildings  which  you  have 
in  a  modified  degree  here,  which  would  make  buildings  here  less 
expensive  than  in  New  York. 

Mr.  Douglas.  Give  us  just  briefly  the  cost  per  square  foot  of  some 
of  the  buildings  you  ha^e  built.  Give  the  committee  some  idea  about 
your  actual  experiences. 

Mr.  Brainard.  The  United  States  Rubber  Building,  which  is  the 
most  recent  office  building  which  I  have  designed  and  supervised 

Mr.  Geoege  (interposing).  And  that  is  where? 
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Mr.  Beainard.  At  Fifty-eighth  Street  and  Broadway,  XeAv  York. 
It  is  a  building  on  the  corner,  has  two  fa§ades  of  stone,  cement  floors 
in  the  rooms  and  tile  or  marble  in  the  corridors,  trimmed  with  hollow 
steel  doors  throughout — therefore  a  little  more  expensiAe  than  this 
building  in  that  particular.  That  building,  without  special  finish, 
cost  about  55  cents  per  cubic  foot. 

Mr.  Douglas.  A  total  cost  of  about  what? 

Mr.  Beainakd.  The  total  cost  of  that  building  is  about  $1,900,000. 

The  Traders'  Bank  Building  in  Toronto,  finished  four  years  ago, 
cost  51  cents  a  cubic  foot.  That  is  closely  similar  to  this  building; 
has  raanj'  of  the  details  of  finish  and  specification. 

Mr.  Johnson.  Closely  similar  to  what  building  % 

Mr.  Bkainaed.  To  the  Southern  Building.  It  has  about  the  same 
sort  of  floors,  same  sort  of  corridor  floors,  same  character  of  trim  in 
the  interior,  same  character  of  trim  on  the  outside — that  is,  brick  and 
terra  cotta.  It  is  very  closely  similar  to  this  building.  That  was  51 
cents. 

Mr.  DoTJGLAS.  The  Blair  Building  is  really  one  of  the  best  build- 
ings in  New  York,  is  it  not  ? 

Mr.  Beainakd.  The  Blair  Building  is  really  a  very  high-class 
business'  building — very  expensive  building.  That  building  cost 
nearly  $1  a  cubic  foot. 

Mr.  Douglas.  Mr.  Brainard,  there  has  been  some  question  raised 
in  the  taking  of  the  testimony  here,  of  course,  which  you  have  not 
heard  on  the  subject  of  what  is  known  as  obsolescence,  a  new  term 
to  me,  but  I  get  new  terms,  new  words,  new  suggestions  every  day. 
What  do  you  understand  by  the  term  obsolescense  ? 

Mr.  Beainaed.  I  assume  that  it  means  depreciation. 

Mr.  Douglas.  Is  that  a  term  that  is  frequently  used  among  ar- 
chitects? 

Mr.  Bhainaed.  I  have  never  heard  it  used  in  that  connection. 

Mr.  Douglas.  Suppose  it  means  depreciation.  Assuming  that  it 
is  proper  to  charge  off  for  depreciation  on  the  theory  that  in  25, 
30,  40,  or  50  years  the  building  will  become  obsolete  and  its  tearing 
down  will  become  unavoidable  in  the  course  of  a  period  of  40  or  50 
years,  Assuming  that  2  per  cent  would  be  a  proper  charge  for  obso- 
lescence, I  would  like  to  ask  you  would  that  be  charged  against 
the  income  or  against  the  capital  of  the  building  itself  ? 

Mr.  Beainaed.  Logically,  it  Avould  have  to  be  charged  against 
capital.  The  whole  theory  of  depreciation  of  the  value  of  a  building, 
apart  from  the  maintenance  or  repair  charges,  is  the  theory  of  the 
depreciation  in  the  value  of  the  building  for  its  purposes  as  a  build- 
ing, and  it  is  therefore  a  depreciation  in  the 

Mr.  Douglas  (interposing).  Structure  itself. 

Mr.  Beainaed.  Not  in  the  structure,  but  in  the  value  of  the  struc- 
ture, which  is  represented  by  the  capital;  therefore,  it  should  be 
charged  to  the  capital. 

,  Mr.  Douglas.  It  would  really  be — I  don't  know  whether  I  ought 
to  use  the  word  "  absurd,"  but  that  describes  it  in  my  own  mind — it 
would  be  absurd  to  charge  it  against  the  income  of  the  building, 
would  it  not'? 

Mr.  Beainaed.  I  think  it  would  be  very  wrong  in  logic  and  very 
wrong  in  finance. 
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Mr.  Douglas.  Then,  in  determining  the  combined  value  of  the 
land  and  building  from  year  to  j^ear  you  take  into  account  the  ques- 
tion of  depreciation  on  the  theory  of  obsolescence,  and  also  the  ques- 
tion of  depreciation  or  appreciation  of  the  land  itself  in  order  to 
ascertain  the  proper  valuation  from  year  to  year,  would  you  not? 

Mr.  Brainakd.  If  you  are  considering  the  value  of  the  whole 
property;  yes. 

Mr.  Douglas.  That  is  what  I  mean,  from  year  to  year. 

That  is  all  the  questions  I  have  from  the  Nvitness,  Mr.  Chairman. 

Mr.  Redfield.  Mr.  Brainard,  what  is  the  base  price  f.  o.  b.  mill  of 
structural  steel  to-day? 

Mr.  Brainard.  Well,  the  last  advice  I  had  about  it  was  last  week, 
and  that  was  not  a  quotation  of  base  price ;  it  was  a  statement  of  the 
charge  which  would  be  made  for  the  steel  for  this. particular  build- 
ing. We  do  not  have  to  do  with  base  price.  We  put  out  set  plans  and 
we  get  a  bid  for  that  steel,  and  I  shall  have  to  compute  the  thing 
backwards,  because  it  included  several  charges.  I  do  not  think  I 
could  give  you  base  price  at  the  mill.  My  price  was  at  Jersey  City, 
with  the  freight  from  Pittsburgh. 

Mr.  Redfield.  What  is  the  base  price  f.  o.  b.  Jersey  City  ? 

Mr.  Brainard.  The  price  or  cost  which  they  quoted  to  me  was  3.2 
cents  per  pound  in  Jersey  City. 

Mr.  Redfield.  What  would  that  figure  per  ton? 

Mr.  Brainard.  $64. 

Mr.  Redfield.  $64  for  a  gross  ton? 

Mr.  Brainard.  No ;  short  ton. 

Mr.  Redfield.  Net  ton;  $64  per  net  ton  in  Jersey  City  for  struc- 
tural steel? 

Mr.  Brainard.  Yes. 

Mr.  Redfield.  Shajies? 

Mr.  Brainard.  Oh,  it  is  fabricated — beams,  channels,  girders,  roof 
trusses,  miscellaneous  building  steel. 

Mr.  Redfield.  Fabricated  to  suit  drawings? 

Mr.  Brainard.  Oh,  yes;  necessarily. 

Mr.  Redfield.  How  much  of  that  is  freight? 

Mr.  Brainard.  I  do  not  know.    I  have  no  occasion  to  know. 

Mr.  Redfield.  Do  you  know  what  the  price  of  structural  steel  is 
at  the  mill  to-day? 

Mr.  Brainard.  No. 

Mr.  Redfield.  I  call  your  attention  to  the  fact  that  the  testimony 
given  by  the  architect  who  has  been  mentioned  to  you  was  the  base 
price  at  mill ;  and  do  you  know  how  much  the  base  price  of  structural 
steel  at  mill  has  increased  in  the  last  two  years? 

Mr.  Brainard.  I  do  not. 

Mr.  Redfield.  Where  was  this  building  located  on  which  you  had 
a  price  of  $58  a  ton  erected  ? 

Mr.  Brainard.  At  Fifty-eighth  Street  and  Broadway. 

Mr.  Redfield.  And  where  was  the  building  located  on  which  you 
iiad  a  price  of  $80  erected  ? 

Mr.  Brainard.  That  should  be  $82  a  ton. 

Mr.  Redfield.  $82? 

Mr.  Brainard.  At  Seventieth  Street  and  Fifth  Avenue,  New 
York. 

Mr.  DotTGLAS.  What  is  the  difference_in  hajiling  cost  ? 
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Mr.  Brainard.  Practically  none. 

Mr.  EEDriELD.  Where  is  the  steel  received? 

Mr.  Brainakd.  This  steel  which  I  last  spoke  about  we  received  at 
Jersey  City  and  lightered  across. 

Mr.  Redfield.  To  where? 

Mr.  Brainard.  Some  New  York  pier. 

Mr.  Eedfield.  What  New  York  pier  ? 

Mr.  Brainard.  I  do  not  know. 

Mr.  Eedfield.  Suppose  it  is  lightered  to  Fifty-eighth  Street,  let 
us  assume;  then  in  the  one  case  j'ou  would  have  about  a  mile  addi- 
tional haul,  would  you  not? 

Mr.  Brainard.  Additional? 

Mr.  Eedfield.  Yes. 

Mr.  Brainard.  Additional  what? 

Mr.  Eedfield.  Haul  for  the  steel. 

Mr.  Brainard.  Well,  it  would  be  about  a  mile  from  the  Fifty- 
eighth  Street  pier  to  the  Fifty-eighth  Street  building. 

Mr.  Eedfield.  Yes;  and  from  the  Fifty-eighth  Street  pier  to 
Seventieth  Street  and  Fifth  Avenue  would  be  about  another  mile? 

Mr.  Brainard.  No. 

Mr.  Eedfield.  Let  us  be  specific,  now,  Mr.  Brainard.  It  is  from 
Fifty-eighth  Street  and  Broadway,  which  at  that  ]:)oint  is  Seventh 
Avenue? 

Mr.  Brainard.  Yes. 

Mr.  Eedfield.  It  is  two  long  avenue  blocks  across  from  Seventh 
Avenue  to  Fifth  Avenue,  and  it  is  12  blocks  up  ? 

Mr.  Brainard.  Yes. 

Mr.  Eedfield.  Now,  20  short  blocks  figure  a  mile;  and  how  near 
to  a  mile  would  12  of  the  short  blocks  come  with  two  of  the  long 
ones  ? 

Mr.  Brainard.  I  do  not  know  the  dimensions. 

Mr.  Eedfield.  Do  you  not  know  that  each  of  those  tAvo  blocks 
from  Seventh  Avenue  to  Fifth  Avenue  is  600  feet  long  ? 

Mr.  Brainard.  It  is  my  recollection  that  they  are  about  that. 

Mr.  Eedfield.  So  that  the  2  long  blocks  and  the  12  short  ones 
would  be  exactly  a  mile,  according  to  the  New  York  City  plan?  Is 
that  not  so,  Mr.  Brainard  ? 

Mr.  Brainard.  I  presume  it  would ;  I  have  not  figured  it. 

Mr.  Eedfield.  Please  figure  it  and  see. 

Mr.  Brainard.  It  is  pretty  close  to  a  mile. 

Mr.  Eedfield.  So  that  if  you  lightered  to  the  foot  of  Fifty-eighth 
Street  pier  you  would  have  in  one  case  just  double  the  haul  that  you 
would  have  in  the  other  case,  would  you  not  ? 

Mr.  Brainard.  I  think  you  would  have  more  than  that.  I  do  not 
know  in  detail  the  haul.  I  think  that  the  primary  haul,  to  the 
Fifty-eighth  Street  pier,  if  there  be  a  pier  available  there,  to  Fifty- 
eighth  Street  and  Seventh  Avenue  would  be  a  longer  distance  than 
to  Seventieth  Street,  but 

Mr.  Eedfield  (interposing).  Let  us  look  into  that  very  closely. 
The  Fifty-eighth  Street  pier  would  be  at  Eleventh  Avenue. 
Eleventh  Avenue  to  Seventh  Avenue  is  four  long  avenue  blocks. 
Four  times  600  is  2,400  feet.  Allow  for  the  width  of  four  avenues, 
100  feet,  2,800  feet,  and  for  the  length  of  the  pier,  200  feet,  say  3,000 
feet;  is  it  not  a  fact  that,  say,  3,500  feet  Avould  be  the  entire  amount  of 
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the  haul  necessary  from  the  foot  of  Fifty-eighth  Street  to  the  site  at 
the  comer  of  Seventh  Avenue  and  Fifty-eighth  Street? 

Mr.  Beainard.  I  could  not  tell  you  whether  that  is  the  fact  or  not, 

Mr.  Eedfield.  Well,  you  live  in  New  York  City,  Mr.  Bramard  ? 

^Ir.  Beainard.  Oh,  yes. 

Mr.  Eedfield.  You  are  an  engineer? 

Mr.  Brainaed.  Yes. 

Mr.  Eedfield.  You  are  familiar  with  the  street  plan? 

Mr.  Brainaed.  I  am  not  familiar  with  the  distances  between  the 
avenues. 

Mr.  Eedfield.  And  are  vou  prepared  to  say  that  the  distance  from 
the  foot  of  Fifty-eighth  Street  to  Fifty-eighth  Street  and  Seventh 
Avenue  is  over  three-quarters  of  a  mile? 

Mr.  Beainard.  No  ;  I  am  not. 

Mr.  Eedfield.  As  an  engineer,  is  it  not  a  fact  that  it  is  more  than 
double  the  haul  from  the  foot  of  Fifty-eighth  Street  to  the  Seven- 
tieth Street  site  than  it  is  from  the  Forty-eighth  Street  to  the 
Seventh  Avenue  site  ? 

Mr.  Brainard.  I  could  not  answer  that  without  measuring  the 
map. 

]Mr.  Eedfield.  ^Nlr.  Brainard,  who  were  the  contractors  in  these  two 
cases  ? 

^h.  Beainard.  The  contractor  for  the  steel  work  on  the  Eubber 
Building  was  Post  &  McChord.  The  contractor  for  the  steel  work 
in  the  case  of  the  other  building  is,  I  believe,  the  American  Bridge 
Co.     I  got  the  quotation  through  a  second  party. 

!Mr.  Eedfield.  You  mean  that  the  American  Bridge  Co.  are  the 
erecting  contractors  also? 

^Ir.  Brainaed.  No  ;  contractors  for  the  delivery  of  steel. 

Mr.  Eedfield.  In  the  latter  case  the  American  Bridge  Co.  and  in 
the  former  case  Post  &  McChord  ? 

Mr.  Beainaed.  Yes,  sir. 

Mr.  Eedfield.  The  American  Bridge  Co.  is  a  subsidiary  company 
of  the  United  States  Steel  Corporation,  is  it  not? 

Mr.  Beainaed.  I  believe  so. 

]Mr.  Eedfield.  And  Post  &  McChord  are  independent  operators, 
are  they  not  ? 

'Sir.  Beainaed.  So  alleged. 

]Mr.  Eedfield.  Who  were  the  building  contractors  in  each  case? 

Mr.  Beainaed.  Norcross  Bros.  Co.  were  the  building  contractors 
on  the  Eubber  Building.  There  was  no  general  contractor  on  the 
other  building. 

Mr.  Eedfield.  How  was  the  building  erected  on  Seventieth  Street 
and  Fifth  Avenue  ? 

Mr.  Beainaed.  You  mean  as  to  contracting  method  ? 

Mr.  Eedfield.  Yes. 

Mr.  Beainaed.  Different  parts  of  the  work  were  contracted  for 
separately  by  a  gentleman  representing  the  owner  and  myself,  hav- 
ing charge  of  these  different  constructions. 

Mr.  Eedfield.  It  is  done  on  a  percentage  basis  ? 

Mr.  Beainaed.  No;  it  is  not. 

Mr.  Eedfield.  So  that  in  the  one  case  you  have  an  experienced 
<;ontractor  putting  up  the  entire  structure  and  an  independent  steel 
company  furnishing  the  steel,  ""'^  i"  +1^"  nfhpv  case  vou  have  the 
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United  States  Steel  Corporation  furnishing  the  steel  and  independ- 
ent contractors  doing  each  particular  part  of  the  work.  Is  that 
correct  ? 

Mr.  Beainabd.  No;  not  quite. 

Mr.  Eedfield.  Well,  what  is  right,  then  ? 

Mr.  Brainard.  In  the  latter  case  Post  &  McChord  will  erect  the 
steel  as  they  did  in  the  first  case.  They  fabricated  the  steel  in  the 
first  case. 

Mr.  Eedfield.  So  that  in  the  second  case  you  have  an  independent 
contractor,  namely.  Post  &  McChord,  erecting  the  steel  furnished 
and  supplied  f .  o.  b.  the  pier  by  the  American  Bridge  Co.  ? 

Mr.  Brainard.  That  is  my  understanding  of  the  arrangement.  It 
has  not  been  perfected  yet. 

Mr.  Redfield.  As  to  this  former  building,  $58  a  ton,  what  was 
the  element  of  time  involved  there? 

Mr.  Brainard.  The  contract  was  let  in  April,  and  the  steel  was  to 
be  completed  about  the  1st  of  October. 

Mr.  Eedfield.  Of  what  year? 

Mr.  Brainard.  Of  the  year  1911. 

Mr.  Eedfield.  It  is  a  fact  that  you  are  familiar  with,  as  an  engi- 
neer, is  it  not,  Mr.  Brainard,  that  at  that  time  all  steel  mills  were 
running  their  full  capacity? 

Mr.  Brainard.  Certainly  there  was  not  the  congestion,  that  there 
is  now.     I  do  not  recall  the  particular  conditions  of  the  mills. 

Mr.  Eedfield.  What  was  the  element  of  time  involved  in  the  sec- 
ond structure  of  which  you  spoke? 

Mr.  Brainard.  Deliveries  from  the  1st  of  April  to  the  middle  of 
October ;  approximately  the  same  period. 

Mr.  Eedfield.  Is  it  not  a  matter  of  fact,  of  common  Icnowledge, 
that  you  were  paying  a  premium  on  that  steel  in  order  to  get  it 
when  you  wanted  it  ? 

Mr.  Brainard.  I  am  not  aware  of  that  at  all. 

Mr.  Eedfield.  Is  it  not  a  matter  of  fact  to-day,  Mr.  Brainard, 
that  the  steel  mills,  the  structural  mills,  are  sold  for  their  entire 
product  to  October  1,  1913? 

Mr.  Brainard.  My  advice  is  that  they  have  eight  months'  orders 
on  their  books,  which  would  be  the  1st  of  September. 

Mr.  Eedfield.  So,  as  a  matter  of  fact,  you  were  getting  deliveries 
commencing  in  April;  to  be  moderate,  let  us  say  four  to  six  months 
ahead  of  what  would  be  the  normal  course.    Is  that  not  so  ? 

Mr.  Brainard.  No. 

Mr.  Eedfield.    To  what  extent  does  that  prevail  ? 

Mr.  Brainard.  I  can  not  tell,  because  I  do  not  know  what  the  con- 
ditions of  the  contracts  on  the  steel  company's  books  are. 

Mr.  Eedfield.  But  you  khow  they  are  very  largely  oversold? 

Mr.  Brainard.  I  do  not  know  whether  you  would  use  that  term  or 
not.    It  is  not  for  me  to  use. 

Mr.  Eedfield.  Have  you  not  seen  it  in  the  trade  papers,  and  is  it 
not  a  matter  of  published  knowledge  that  contracts  to  be  delivered  in 
the  early  part  of  the  year  1913  must  pay  premium  ? 

Mr.  Brainard.  I  have  understood  that  from  the  trade  papers ;  that 
if  you  wanted  immediate  delivery  of  a  large  order  you  would  have 
to  pay  premium. 
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Mr.  Redfield.  To  what  extent  is  the  value  of  a  building,  such  as 
the  Southern  Building,  Mr.  Brainard,  affected  by  the  mechanical 
equipment  ? 

]\f&.  Bbainakd.  You  mean  what  proportion  of  the  cost  is  repre- 
sented by  mechanical  equipment? 

Mr.  Eedfield.  I  would  be  glad  to  have  you  answer  it  just  as  you 
think  about  it. 

Mr.  Beainaed.  I  do  not  quite  understand  the  question. 

Mr.  Redfield.  I  ask  to  what  extent.  Let  it  be  said  in  what  way  or 
what  proportion.  I  would  like  you  to  elucidate  the  relation  that  the 
mechanical  equipment  of  the  building  bears  to  its  value,  as  far  as 
you  can. 

Mr.  Bkainaeu.  As  to  total  value? 

Mr.  Redfield.  Yes. 

Mr.  Brainabd.  That  depends  entirely  upon  the  extent  and  char- 
acter of  the  mechanical  equipment,  as,  for  instance,  in  the  Southern 
Building,  you  have  a  mechanical  equipment  consisting  of  the  ele- 
vator plant,  of  the  plumbing  plant,  including  pumps  and  tanks,  the 
lighting  mechanism,  which  does  not  include  dynamos,  the  heating 
plant,  and  fire  protection.  I  would  not  attempt  to  estimate  off-hand 
the  proportion  of  the  cost  of  those  items  all  put  together  to  the  total 
cost  of  that  building. 

Mr.  Redfield.  If  you  were  designing  that  building  to-day,  would 
you  not  put  in  more  than  four  elevators? 

Mr.  Brainard.  I  do  not  know  whether  I  would  put  in  four  or  three 
or  five.  I  could  not  tell  without  careful  computation  of  the  floor 
areas  and  various  things. 

Mr.  Redfield.  Have  you  not  made  a  computation,  a  general  com- 
putation, of  the  capacity  of  the  building? 

Mr.  Brainard.  Not  of  the  population. 

]Mr.  Redfield.  Have  you  such  expert  knowledge  of  office  buildings 
in  many  cities  that  would  enable  you  to  say  offhand  whether  four  or 
more  elevators  are  proper  for  such  a  building  as  that  ? 

Mr.  Brainard.  If  you  will  permit  me,  I  will  state  that  because  I 
have  a  somewhat  extended  knowledge  of  elevator  installations  and 
other  requirements  I  would  never  say  offhand  how  many  elevators 
should  be  put  into  a  building.  That  is  a  matter  for  very  careful 
consideration,  and  can  not  be  answered  accurately  offhand. 

Mr.  Redfield.  So  that  you  have  not  gone  into  the  question  whether 
the  elevator  service  of  this  building  is  adequate  for  a  building  of  that 
size  and  character  when  it  shall  be  fully  rented? 

Mr.  Brainard.  I  have  not  formed  an  opinion  as  to  whether  it  is 
adequate  or  inadequate. 

Mr.  Redfield.  I  think  I  understood  you  to  say  there  was  no 
dynamo  ? 

Mr.  Brainard.  Yes;  no  generating  plant. 

Mr.  Redfield.  No  generating  plant.  That  is,  the  electricity  in  the 
building  is  taken  from  outside  sources  ? 

Mr.  Brainard.  Yes,  sir. 

Mr.  Redfield.  What  are  the  pumps  used  in  the  building  ? 

Mr.  Brainard.  The  service  pumps  for  filling  the  tanks — ^the  do- 
mestic water  supply  of  the  building. 

Mr.  Redfield.  What  make  are  they  ? 

Mr.  Brain AKD.  I  do  not  know.    They  are  electric  pumps. 
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Mr.  Redfield.  Electric  pumps? 
Mr.  Brainard.  Yes. 

Mr.  Redfield.  You  do  not  know  who  made  them  ? 
Mr.  Brainard.  No. 

Mr.  Redfield.  You  do  not  know  their  character? 
Mr.  Brainard.  No;  I  do  not  know  their  character  in  the  sense  of 
voltage  or  anything  of  that  character. 
Mr.  Redfield.  As  to  their  quality? 
Mr.  Brainard.  They  are  good-looking  pumps. 
Mr.  Redfield.  You  did  not  examine  them? 
Mr-  Brainard.  Not  in  detail. 

Mr.  Redfield.  You  did  not  examine  them  closely  enough  to  know 
who  made  them? 
Mr.  Brainard.  No. 

Mr.  Redfield.  Is  there  any  steam-boiler  plant? 
Mr.  Brainard.  Yes. 
Mr.  Redfield.  Who  made  the  boilers? 
Mr.  Brainard.  The  Erie. 

Mr.  Redfield.  The  Erie  City  Iron  Works,  of  Erie,  Pa.,  do  you  not 
mean? 

Mr.  Brainard.  Yes. 

Mr.  Redfield.  How  do  they  rank  as  manufacturers? 
Mr.  Brainard.  For  standard  equipment'  boilers  they  rank  as  first- 
class  manufacturers. 

Mr.  Redfield.  And  those  are  of  what  type  of  manufacture  ? 
Mr.  Brainard.  Standard  type  tubular. 
Mr.  Redfield.  What  engines  are  there  is  the  building? 
Mr.  Brainard.  There  are  no  engines. 

Mr.  Redfield.  The  boilers  are  merely  used  for  heating  purposes  ? 
Mr.  Brainard.  Low-pressure  heating. 
Mr.  Redfield.  What  is  the  pressure? 

Mr.  Brainard.  The  thing  operates,  so  I  am  told — I  can  not  tell 
from  a  single  reading — at  from  one  to  three  pounds. 
Mr.  Redfield.  And  what  is  the  heating  system  ? 
Mr.  Brainard.  Warren  &  Webster. 

Mr.  Redfield.  That  is  the  vacuum  system  drawing  through? 
Mr.  Brainard.  Yes. 

Mr.  Redfield.  Are  they  vacuum  pumps? 
Mr.  Brainard.  Yes. 
Mr.  Redfield,  Whose  make  are  they? 

Mr.  Brainard.  Pumps  supplied  by  the  Warren  &  Webster  Co.    I 
do  not  know  who  makes  them  for  them. 
Mr.  Redfield.  You  do  not  know  what  make  they  are? 
Mr.  Brainard.  I  do  not  know.    I  think  they  have  them  specially 
made.    All  those  I  have  put  in  were  prepared  by  them  as  specially 
made  pumps  for  that  purpose. 

Mr.  Redfield.  What  is  the  nature  of  the  plumbing  system?     I 
mean,  of  what  material  is  the  pipe? 
Mr.  Brainard.  The  stardard  wrought-iron  drainage. 
Mr.  Redfield.  Is  there  any  brass  pipe  in  the  building? 
Mr.  Brainard.  Yes;  brass  pipes  exposed — not  entirely^  exposed, 
either,  because  the  flush  pipes — I  could  not  tell  what  is  buried  in  the 
plaster.    My  recollection  of  the  specification  is  "  standard  wrought- 
iron  pipe." 
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Mr.  Eedfieu).  What  make  are  the  elevators? 

Mr.  Braixabd.  Otis. 

Mr.  Redfield.  Of  what  type? 

Mr.  Brainard.  Electric  drum  type. 

Mr.  Eedfield.  Did  you  examine  into  the  condition  of  the  hot 
water  heating  plant,  the  vacuum  pumps,  and  the  elevators? 

Mr.  Brainard.  Only  as  to  the  operation  of  the  elevators. 

Mr.  Eedfield.  You  saw  that  they  Avere  working? 

Mr.  Braixaed.  They  worked  very  easily  and  smoothly. 

Mr.  Eedfield.  Did  you  examine  into  the  nature  of  the  floor  struc- 
ture, as  to  Avhat  class  of  concrete  was  used  in  it? 

Mr.  Brainard.  Only  from  the  surface. 

Mr.  Eedfield.  What  kind  of  concrete  is  used  in  the  floors? 

Mr.  Brainard.  Portland  cement  and  sand. 

Mr.  Eedfield.  Is  it  not  cinder  concrete? 

Mr.  Brainard.  Xot  on  the  surface. 

Mr.  Eedfield.  Do  you  Imow  whether  it  is  beneath  ? 

Mr.  Brainard.  Specified  cinder  concrete  fill. 

Mr.  Eedfield.  The  specifications  call  for  cinder  concrete?  Did 
you  examine  the  terra  cotta  used  upon  the  building  to  see  whether  it 
is  in  good  condition? 

Mr.  Brainard.  I  did. 

Mr.  Eedfield.  Is  it  in  good  condition? 

Mr.  Brainard.  It  is  in  very  good  condition  for  terra  cotta. 

Mr.  Eedfield.  Does  the  cornice  extend  all  the  way  around  the 
building  ? 

Mr.  Brainard.  No;  there  is  coping  on  what  I  would  call  the  court 
and  boundary  sides — terra-cotta  coping. 

Mr.  Eedfield.  What  do  you  mean  by  your  mention  of  fire  pro- 
tection ? 

Mr.  Brainard.  Standpipes. 

Mr.  Eedfield.  Ordinary  wrought-steel  pipes? 

Mr.  Brainard.  Wrought  steel  or  wrought  iron.  I  could  not  tell 
from  examination  whether  it  was  steel  or  iron. 

Mr.  Eedfield.  Did  you  know  that  within  a  year  this  building  had 
been  appraised  by  the  insurance  department  of  the  State  of  New 
York,  Mr.  Brainard? 

Mr.  Brainard.  Xo;  I  did  not. 

Mr.  Eedfield.  And  have  you  been  informed  that  in  that  appraisal 
that  building  was  valued  at '$800,000? 

Mr.  Brainard.  Xo  ;  I  do  not  know  anything  about  it. 

Mr.  Eedfield.  Did  you  know  that  the  superintendent  of  construc- 
tion of  the  Equitable  Life  Assurance  Society  of  New  York,  reckon- 
ing from  the  plans  and  specifications,  put  a  value  upon  the  building 
in  1909  of  $842,000? 

Mr.  Brainard.  I  am  quite  uninformed  of  that. 

Mr.  Eedfield.  Have  you  been  informed  that  in  December,  1912, 
the  board  of  assistant  assessors  of  Washington  had  valued  the  im- 
provements on  that  property  at  $825,000  ? 

Mr.  Brainard.  I  knew  nothing  about  it. 

Mr.  Eedfield.  Do  you  regard  the  Thompson-Starrett  Co.  as  efli- 
cient  and  well-informed  builders  ? 

Mr.  Brainard.  I  do. 
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Mr.  Eedfield.  Is  it  not  a  fact  that  they  are  the  largest  concerm 
building  steel-frame  structures  to-day? 

Mr.  Beainard.  I  do  not  think  that  is  so.  I  could  not  tell  yom 
which  company  is  the  largest.  The  Fuller  Co.  has  very  extensive 
operations.  There  are  firms  in  the  West  who  are  doing  large  busi- 
ness.    Stuart  does  a  large  business. 

Mr.  Redfield.  Do  you  know  whether  the  Thompson-Starrett  Co. 
are  the  contractors  for  the  new  Arlington  Hotel  in  Washington  ? 
Mr.  Brainaed.  I  have  understood  that  they  were. 

Mr.  Redfield.  And  that  they  are  the  contractors  for  the  new 
Equitable  Building  in  New  York? 

Mr.  Brainaed.  I  believe  that  they  are.  Their  sign  is  on  the  build- 
ing.   There  has  been  a  good  deal  of  gossip  one  way  and  the  other. 

Mr.  Redfield.  Would  it  affect  your  judgment  any  in  this  matter 
to  know  that  their  contract  for  this  building  was  $681,000? 

Mr.  Brainaed.  Not  at  all. 

Mr.  Redfield.  Did  you  take  into  account,  in  making  your  valua- 
tion, the  nature  of  the  improvements  in  the  office  of  the  United  States 
Trustee? 

Mr.  Brainaed.  I  did. 

Mr.  Redfield.  You  had  your  attention  especially  directed  to  those, 
Mr.  Brainard? 

Mr.  Bbainaed.  It  was  not  specially  directed;  I  went  through  the 
building  to  see  it. 

Mr.  Redfield.  With  whom  did  you  go  through  the  building? 

Mr.  Brainaed.  I  went  through  the  building  with  Mr.  Hill  and  Mr. 
Thyson — part  way  with  Mr.  Thyson. 

Mr.  Redfield.  Did  they  take  you  into  the  office  of  the  United 
States  Trust  Co.  ? 

Mr.  Brainaed.  No;  I  went  in. 

Mr.  Redfield.  Was  it  suggested  to  you  to  go  in  ? 

Mr.  Brainard.  No. 

Mr.  Redfield.  And  was  any  suggestion  made  that  you  should  ex- 
amine the  decorations  and  work  that  had  been  done  in  that  office  ? 

Mr.  Brainaed.  In  one  particular. 

Mr.  Redfield.  What  was  that? 

Mr.  Beainard.  They  called  my  attention  to  some  marblework. 
I  asked  them  what  it  was,  and  they  explained  to  ihe  what  it  was, 
and  I  had  occasion  to  question  the  statement  about  it,  and  I  dis- 
covered that  what  they  told  me  was  artificial  marble  was  genuine 
marble. 

Mr.  Redfield.  In  this  building,  which  you  testified  cost  51  cents 
per  cubic  foot,  was  there  an  electric  generator  ? 

Mr.  Bbainaed.  No. 

Mr.  Redfield.  Was  the  plant  in  all  respects  the  same  as  in  the 
Southern  Building? 

Mr.  Beainard.  No;  it  differed  in  regard  to  the  type  of  elevators. 

Mr.  Redfield.  Did  it  have  the  same  heating  system? 

Mr.  Brainaed.  No  ;  it  did  not  have  the  Warren  &  Webster  vacuum. 
It  had  direct  gravity  return. 

Mr.  Redfield.  High-pressure  system? 

Mr.  Brainaed.  No;  low  pressure. 

Mr.  Redfield.  Low? 
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Mr.  Beainard.  Lo^n'-pressure  system. 

Mr.  Eedfield.  But  high  enough  to  return? 

Mr.  Beainaed.  Mj'  recollection  is  that  these  boilers  operated  about 
between  3  and  4  pounds  ;  a  low-pressure  system. 

Mr.  Eedfield.  Do  you  mean,  as  an  engineer,  to  suggest,  Mr.  Brain- 
ard,  that  3  pounds  pressure  would  drive  steam  through  a  heating 
system  of  a  building  without  a  vacuum  at  the  other  end? 

Mr.  Beainaed.  Certainly.  Mav  I  answer  that  question  more  at 
length? 

Mr.  JoHNSois-.  Go  ahead. 

Mr.  Brainakd.  In  the  Rubber  Building,  which  is  20  stories  in 
height,  I  am  operating  that  plant  at  3  pounds  pressure,  gravity 
return.  In  the  Blair  Building,  which  is  16  stories  in  height,  the 
pressure  is  generally  below  3  pounds.  In  the  Traders'  Bank  build- 
ing the  pressure  in  the  worst  weather  is  between  3  and  4  pounds. 
All  of  these  are  gravit}'  return,  coming  back  into  so-called  wet  re- 
turns: that  is,  sections  of  pipe  in  which  the  water  stands  and  from 
which  it  is  pumped  into  the  boilers,  but  the  system  is  distinctly 
gravity  return. 

Mr.  Redeield.  What  nature  is  the  radiation? 

Mr.  Beainaed.  Direct  radiation;  cast-iron  radiators. 

Mr.  Peouty.  Mr.  Brainard,  we  have  evidence  in  this  case  indicat- 
ing that  this  building  was  completed  on  the  19th  day  of  October, 
1911 ;  that  the  contract  price  for  the  building  was  $68l|48q.92.  This, 
on  the  number  of  cubic  feet  that  you  estimated  the  building,  would 
have  made  the  cost  about  22  cents  per  cubic  foot? 

Mr.  Beainaed.  The  cube  which  I  quoted?  Were  vou  using  my 
cube,  2,678,000? 

Mr.  Peouty.  Yes.  That  would  make  about  22  cents  per  cubic  foot, 
would  it  not? 

Mr.  Beainaed.  I  make  it  about  25.6  cents. 

Mr.  Peouty.  Assuming  that  it  is  25  cents,  has  there  been  enough 
increase  in  the  price  of  material  since  a  year  ago  last  fall  up  to  last 
fall — that  is,  within  one  year —  to  make  the  difference  which  you  made 
in  your  figure? 

Mr.  Beainaed.  Between  $681,000  and  the  figures  I  quoted?  De- 
cidedly not. 

Mr.  Peouty.  If  this  building  was,  in  fact,  built  at  the  price  I 
suggest,  does  it  mean  it  was  necessarily  at  a  loss  to  the  contractor? 

Mr.  Beainaed.  I  would  be  satisfied,  given  those  two  facts  as  facts, 
with  those  assumptions  as  facts,  if  the  building  were  built  as  it  now 
stands  two  years  ago  for  the  amount  you  stated,  that  there  was  a 
very  serious  loss  to  the  builders. 

Mr.  Peouty.  How  much  has  been  the  rise  in  the  cost  of  structural 
steel  between  1911  and  1912? 

Mr.  Beainaed.  I  do  not  believe  that  I  made  contracts  close  enough 
to  those  two  dates.  I  mean,  contracts  to  any  considerable  extent  to 
Justify  anybody  in  attempting  to  quote  just  what  the  change  was.  I 
bought,  as  I  recall  it — when  I  say  "  bought,"  I  mean  made"  contracts 
for  my  clients — I  made  considerable  contracts  in  October,  1912. 

Mr.  Pkouty.  Take  any  time  during  the  year  1911  and  the  year 
1912  or  take  the  extreme;  what  was  the  highest  point  in  1912  as  com- 
pared with  1911  ?  That  is,  what  would  be  the  greatest  difference  be- 
tween the  cost  of  structural  steel  between  those  two  dates  at  the  mill  ? 
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Mr.  Bkainaed.  I  do  not  know,  at  the  mill.  My  purchases  are  all 
delivered.  I  do  not  buy  at  the  mill,  and  my  stuff  is  all  fabricated. 
Base  price  does  not  enter  into  my  contracts.  I  buy  the  material  ready 
to  go  into  the  building. 

Mr.  Peouty.  In  prepared  form  what  was  the  advance  ? 
Mr.  Beainard.  I  could  not  give  it  to  you  as  between  1911  and  1912 
for  the  month  of  October,  if  you  please. 

Mr.  Peoutt.  I  have  given  you  the  entire  year.  Figure  any  time 
in  it  you  please. 

Mr.  Beainaed.  All  right.  Taking  the  biggest  contract  I  made  for 
steel  in  1911,  which  was  $58  a  ton,  I  should  have  to  look  around  in 
my  memory  to  place  the  cost  of  that  same  sort  of  stuff  at  the  same 
time  in  1912,  and  I  can  not  place  that  accurately,  because  I  did  not 
make  that  kind  of  contract  at  the  same  time  in  1912.  My  belief  is 
that  the  cost  of  steel  had  in  that  time  advanced  about  $8,  but  I  would 
not  like  to  be  pinned  down  to  that,  because,  as  I  told  you,  I  made  no 
important  contracts  at  the  equivalent  time  in  the  next  year. 

Mr.  Peoutt.  Are  you  familiar  with  the  cost  of  the  structural  steel 
that  has  been  used  in  the  ordinary  buildings  of  this  town  ? 
Mr.  Beainard.  I  beg  your  pardon. 

Mr.  Peoutt.  Are  you  familiar  with  the  cost  of  the  structural  steel 
that  has  been  used  in  buildings  of  this  city  in  the  last  three  or  four 
or  five  years? 

Mr.  Beainard.  Oh,  no;  I. do  not  know  anything  about  those  build- 
ings. 

Mr.  Peoutt.  You  spoke  about  the  structural  steel  used  in  this 
building. 
Mr.  Beainaed.  Yes. 

Mr.  Peoutt.  Do  you  know  what  it  cost  ? 

Mr.  Beainaed.  No  ;  my  only  recollection  is  that  it  was  obtained  at 
a  very  low  price.  It  is  very  simple  steel,  almost  no  column  work. 
The  only  complication  in  the  steel  of  this  building  is  in  regard  to  the 
roofing  trusses. 

Mr.  Peoutt.  Do  you  know  the  cost  of  steel  used  in  the  viaducts 
or  the  aqueducts,  or  whatever  you  call  them  ? 

Mr.  Beainaed.  No  ;  that  is  bridge  work,  and  I  do  not  have  to  do 
with  that  kind  of  thing. 

Mr.  Peoutt.  I  understood  you  to  say  you  were  the  consulting  en- 
gineer. 

Mr.  Beainard.  Not  for  any  viaduct  or  bridge  work. 
Mv.  Peoutt.  Well,  the  subway? 

Mr.  Brainaed.  That  is  reenforced  concrete  construction. 
Ml-.  Peoutt.  Do  you  know  anything  about  the  cost  of  the  steel 
structure  in  that  ? 

Mr.  Brainaed.  It  is  not  steel  structure.     It  is  rod  work. 
Mr.  Proutt.  Rod  work? 
Mr.  Beainaed.  Yes. 

Mr.  Peoutt.  Do  you  know  anything  about  the  cost  of  steel  in  the 
Senate  Office  Building? 

Mr.  Beainaed.  I  only  recall  now  it  was  slightly  more.     The  cost 
of  it  had  advanced. 
Mr.  Peoutt.  You  do  not  know  the  price  of  either? 
Mr.  Brainaed.  It  was  bought  at  different  times  and  in  different 
ways.     The  beam  work  was  bought  punched  with  connections,  not 
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erected;  I  think  there  were  separate  strips  for  roof  trusses.     I  did 
not  have  to  deal  with  the  cost  of  this  work.     It  was  some  time  ago. 

Ml'.  Pkouty.  Do  you  know  the  cost  of  the  steel  that  had  been  used 
in  the  various  school  buildings  that  have  been  constructed  in  the  last 
two  or  three  j'ears  ? 

Jlr.  Braixaed.  I  have  no  knowledge  about  school  buildings. 

Mr.  Prouty.  I  am  not  quite  able  to  catch  the  ground  upon  which 
you  base  your  scientific  or  expert  Imowledge  of  the  cost  of  building 
in  "\"\'ashington  if  you  are  not  familiar  with  any  of  these  things. 

]Mi-.  Braixard.  I  am  not  familiar  with  school  buildings. 

Mr.  Prouty.  With  what  building  are  j^ou  familiar  in  Washington? 

]Mr.  Braixard.  I  am  familiar  with  the  buildings  which  I  stated  to 
you  I  have  built  in  Washington. 

Mr.  Prouty.  When  did  you  build  them  ? 

Mr.  Braixard.  This  one  here  you  know  the  age  of,  and  the  Senate 
Building. 

Mr.  Prouty.  But  you  do  not  seem  to  know  what  the  costs  of  these 
buildings  were — of  the  material  that  entered  into  them. 

Mr.  Braixard.  I  was  not  quoting  prices  per  unit  for  the  building. 
The  price  per  unit  is  a  proper  element  for  steel  and  other  things. 
But  I  was  giving  you  the  price  per  unit  per  cubic  foot.  You  can  not 
take  that  kind  of  price  and  analyze  it  into  all  its  elements.  You 
must  take  the  two  buildings  and  compare  them  as  to  quality. 

Mr.  Prouty.  Let  me  start  on  another  line  of  inquiry.  Do  you 
know  what  was  paid  for  the  terra  cotta  that  was  used  in  the  Southern 
Buildine? 

Mr.  Braixard.  I  do  not. 

Mr.  Prouty.  Do  you  know  what  it  is  worth  ? 

Mr.  Braixard.  I  could  not  tell  that  without  computing  its  quan- 
tity. 

Mr.  Prouty.  You  know  substantially  what  the  market  price  was 
in  the  fall  of  1912? 

Mr.  Braixard.  There  is  hardly  a  market  price  established  for 
architectural  terra  cotta.  It  is  a  price  established  for  each  job, 
according  to  its  elaboration. 

]\Ir.  Prouty.  I  mean  of  this  kind. 

j\Ir.  Brainard.  Xo  ;  I  could  not  state  a  price  on  that  without  com- 
puting it. 

Mr.  Prouty.  Have  you  constructed  any  buildings  of  terra  cotta? 

Mr.  Braixard.  Oh,  yes,  indeed. 

Mr.  Prouty.  Within  the  last  year? 

Mr.  Braixard.  Not  within  the  last  year;  within  the  last  two  years. 

Mr.  Prouty.  Do  you  know  whether,  for  instance,  in  the  fall  of 
1911  terra  cotta  was  higher  or  lower  than  it  was  in  1912? 

Mr.  Braixard.  I  do  not  know,  except  from  statements  of  terra 
cotta  men  to  me. 

Mr.  Prouty.  Do  you  know  from  them  ? 

Mr.  Braixard.  I  know  from  them  that  terra  cotta  is  now  higher 
than  it  was  two  years  ago. 

Mr.  Prouty.  Are  you  making  your  figures  based  upon  the  value 
of  this  work  now  or  in  the  fall  of  1912? 

Mr.  Braixard.  I  was  bacing  it  upon  the  value  and  the  cost  of  do- 
ing this  work  now. 

Mr.  Prouty.  What  would  that  be  in  the  fall  of  1912? 
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Mr.  Beainaed.  I  must  make  that  comparison  on  the  basis  of  the 
cubic-foot  price,  and  it  is  my  judgment  that  a  building  which  now 
costs  41  cents  could  have  been  done  for  2  cents  less. 

Mr.  Peouty.  That  would  be  39  cents  ? 

Mr.  Beainaed.  Yes. 

Mr.  Peouty.  But  what  would  be  your  judgment  of  what  the  same 
work  could  have  been  done  for  in  the  fall  of  1911  ? 

Mr.  Beainaed.  I  thought  you  were  speaking  of  1911. 

Mr.  Douglas.  He  said  1912,  two  or  three  months  ago. 

Mr.  Peouty.  Let  us  go  back  and  get  ourselves  started  right.  You 
say  you  are  basing  your  statement  now  upon  the  present  ? 

Mr.  Beainaed.  Yes. 

Mr.  Peouty.  What  would  you  think  would  be  the  cubic  cost  per 
foot  of  the  same  kind  of  structure  in  the  fall  of  1912 — October,  No- 
vember, or  December? 

Mr.  Beainaed.  I  think  you  would  ha^-e  probably  about  three- 
quarters  of  a  cent  less  last  fall  than  now. 

Mr.  Peouty.  That  would  be  40|  cents  last  fall  ? 

Mr.  Beainaed.  Yes;  that  is  cutting  it  pretty  close  on  cubic-foot 
prices. 

Mr.  Peouty.  Then  what  do  you  think  would  be  the  cost  of  similar 
work  in  the  fall  of  1911  for  the  same  months? 

Mr.  Beainaed.  Two  cents  less. 

Mr.  Peouty.  That  would  be  39  cents  ? 

Mr.  Beainaed.  That  was  the  answer  I  intended  to  make  before. 

Mr.  Peouty.  Then  if  this  building  during  the  summer  was  in  fact 
constructed  for  from  23  to  24  or  25  cents,  as  you  figure  it,  you  are 
sure  somebody  lost  some  money  ? 

Mr.  Beainaed.  I  am. 

Mr.  Peouty.  And  yet  you  say  you  do  not  know  what  steel  would 
have  cost  in  Washington  at  that  time  and  what  the  terra  cotta  would 
have  cost  ? 

Mr.  Beainaed.  Oh,  no ;  I  do  not  get  the  cost  of  those  things  by  an 
analysis  of  the  cost  of  the  different  elements. 

Mr.  Peouty.  Do  you  not  think  the  cost  of  the  various  elements 
that  entered  into  a  building  determined  the  ultimate  cost  price  ? 

Mr.  Beainaed.  Surely  they  do. 

Mr.  Peouty.  Do  you  not  figure  upon  them  ? 

Mr.  Beainaed.  We  figure  upon  its  general  effect  upon  the  cost  of 
the  building. 

Mr.  Peouty.  Without  knowing  what  they  cost  you  could  not  apply 
very  intelligently  their  effect  upon  the  result,  could  you  ? 

Mr.  Beainaed.  Yes,  we  could;'  because,  in  the  way  of  practice 
through  many  years  and  the  comparison  of  values  that  this  building 
is  costing  so  much  now  and  this  building  cost  so  much  at  that  time, 
and  so  on,  we  get  an  idea  of  the  general  fluctuation  of  building  values 
in  total.  At  one  time,  for  some  abnormal  reason,  terra  cotta  cost 
more  two  years  ago  than  it  does  now.  For  an  entirely  natural 
feason,  steel  cost  less  three  years  ago  than  it  does  now.  If  you  are 
arriving  at  a  computation  or  an  estimate  of  the  value  of  the  same 
building  for  different  purposes,  you  do  not  say  terra  cotta  cost  more 
two  years  ago  and  steel  cost  less,  and  vice  versa  now,  and  that  these 
will  affect  those  costs  to  such  a  percentage ;  you  can  not  do  that.  You 
establish  those  things  only  by  keeping  track  of  the  value  of  the  build- 
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ing  finished.  You  can  not  go  into  sucli  refinements  as  the  cost  of 
wrought-iron  pipe  at  one  time  and  another,  but  get  all  that  does  affect 
the  cost  of  the  building. 

Mr.  Peotjty.  If  you  were  going  to  make  a  contract  for  the  construc- 
tion of  a  building,  you  would  necessarily  have  to  find  out  what  the 
material  would  cost  you  first,  would  you  not  ? 

Mr.  Brainaed.  If  I  were  the  architect,  which  I  am  not,  I  would 
do  that. 

Mr.  Prouty.  Contractors  are  supposed  to  know  what  things  cost, 
not  what  they  are  supposed  to  cost,  but  what  they  actually  cost. 

Mr.  Brainard.  They  should  know  for  the  transaction  of  their 
busiii€ss. 

Mr.  Prouty.  The  very  first  thing  you  would  inquire  into  would  be 
the  cost  of  the  materiarthat  would  enter  into  the  building  you  were 
going  to  construct. 
Mr.  Brainaed.  You  mean  if  I  were  a  contractor  ? 
Mr.  Prouty.  Yes. 
Mr.  Brainard.  Surely. 

Mr.  Prouty.  Or  if  you  were  going  to  advise  somebody  as  to 
what  a  contract  could  be  taken  for,  that  would  be  one  of  the  first 
things  about  which  you  would  inquire. 

Mr.  Brainard.  If  I  were  a  contractor 

Mr.  Prouty.  Or  if  you  were  advising  a  contractor. 
Mr.  Brainard.  That  would  be  the  same  thing  practically  as  a 
contractor. 

Mr.  Prouty.  Yes. 

Mr.  Brain'ard.  If  I  were  exercising  the  functions  of  a  contractor, 
in  taking  a  contract,  or  in  determining  the  price  to  be  paid  for  a 
contract,  I  would  go  into  a  detailed  analysis  and  estimate  the  value 
of  the  different  parts  of  the  building. 

Mr.  Prouty.  If  you  were  going  to  give  an  opinion  as  an  expert 
as  to  what  a  building  cost  at  a  particular  time,  before  you  could  give 
an  intelligent  idea  you  would  have  to  know  the  cost  of  the  material 
that  entered  into  it  as  well  as  the  amount  of  it. 
Mr.  Brainard.  Not  in  detail. 

Mr.  Prouty.  You  mean  you  would  just  lump  it  off. 
Mr.  Br-^inaed.  No;  I  would  not  just  lump  it  off.     I  would  follow 
the  process  which  I  have  described  to  you  when  I  made  my  estimate 
for  the  committee  this  morning.     You  may  call  it  lumping  off; 
we  will  not  quarrel  about  the  term. 

Mr.  Prouty.  Well,  two  different  buildings  cost  a  great  deal  dif- 
ferent amounts  per  cubic  foot. 
Mr.  Brainaed.  Oh,  yes. 

Mr.  Peouty.  And,  in  order  to  have    an    intelligent   idea    as   to 
whether  or  not  this  building  cost  that,  this  committee  ought  to  know 
something  of  the  amount  of  material  that  enters  into  it  of  various 
kinds  and  their  cost. 
Mr.  Beainaed.  I  do  not  think  so. 

Mr.  Peouty.  You  think  all  we  have  to  do  is  simply  accept  yoift- 
opinion  on  it,  without  you  giving  us  any  basis  for  that  opinion  ? 

Mr.  Brainard.  No;  I  do  not  think  that  at  all;  but  I  think  very 
positively  that  a  detailed  estimate  of  the  material  in  that  building 
made  by  a  very  competent  estimator  and  priced  with  great  care 
would  not  inform  this  committee  at  all. 
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Mr.  Proxtty.  Leaving  out  the  great  care  part  of  it,  do  you  not 
think  in  order  to  pass  an  intelligent  idea  upon  what  that  building 
would  cost  you  ought  to  know  something  about  what  the  iron  cost, 
what  the  steel  cost,  what  the  terra  cotta  cost,  what  the  labor  costs 
were. 

Mr.  Beainaed.  Surely. 

Mr.  Peouty.  Do  you  think  a  man  could  just  walk  up  to  a  building 
and  say,  "  That  cost  41  cents  a  cubic  foot  to  build  it,"  without  any 
further  information  or  any  further  knowledge  upon  the  subject? 

Mr.  Beainaed.  If  you  restrict  it  to  standard  types  of  building, 
of  which  this  is  one,  yes;  most  decidedly. 

Mr.  Peouty.  In  order  that.  I  may  get  a  more  intelligent  idea, 
kindly  tell  me  where  was  the  last  building  you  constructed  in  this 
city? 

Mr.  Beainaed.  I  think  the  Carnegie  Institution  was  the  last 
building. 

Mr.  Peouty.  That  is  not  at  all  similar  to  this  construction. 

Mr.  Beainaed.  Oh,  no;  very  different. 

Mr.  Peouty.  It  would  not  form  any  guide  for  your  judgment  by 
comparison. 

Mr.  Beainaed.  Only  to  the  extent  it  would  give  me — and  all  of 
my  building  work  in  Washington  has  done  that — an  idea  of  the 
difference  of  the  relation  of  cost  of  building  in  Washington  and  the 
cost  of  building  in  New  York.  There  is  no  comparison  between  the 
Carnegie  Institution  Building  and  the  Southern  Building.  They  are 
different  types  of  buildings  and  the  cubic  cost  of  one  would  not  en- 
lighten as  to  the  cost  of  the  other. 

Mr.  Peouty.  Unless  substantially  the  same  class  of  material 
entered  into  the  buildings  it  would  not  form  any  basis  of  comparison, 

Mr.  Beainaed.  Oh,  yes. 

Mr.  Peouty.  With  a  different  class  of  materials  ? 

Mr.  Beainaed.  Oh,  yes. 

Mr.  Peouty.  Suppose  granite  is  used  in  one  and  terra  cotta  in  the 
other.  How  could  that  form  any  basis  for  the  comparison  between 
those  two  structures  ? 

Mr.  Beainaed.  Those  two  particular  materials  would  not. 

Mr.  Peouty.  It  might  come  from  two  entirely  different  directions 
and  not  have  the  same  relation  to  the  freight  carriage  at  all. 

Mr.  Beainaed.  Surely. 

Mr.  Peouty.  What  I  am  trying  to  get  at — and  I  am  not  trying 
to  quiz  you — is  to  find  out  the  basis  of  your  arriving  at  this  con- 
clusion. It  is  so  at  variance  with  every  other  thing  that  has  been 
presented  to  us  here  that  I  want  to  test,  if  I  can,  the  basis  by  which 
you  arrive  at  it. 

Mr.  Beainaed.  Then  I  will  endeavor  to  explain  that,  and  T  am 
anxious  to  do  this  because  this  matter  of  the  appraisal  of  buildin,<?s 
is  a  complicated  and  difficult  one  in  some  instances  and  the  use  of 
this  method  which  I  have  used  here  might  be  very  misleading;  as, 
for  instance,  the  computation  of  the  cost  of  this  building,  which  you 
went  into  very  carefully. 

Mr.  George.  You  mean  the  building  in  which  we  now  are? 

Mr.  Beainaed.  Yes;  the  House  Office  Building.  We  went  into 
that  matter  very  carefully  for  the  purpose  of  advising  the  very  care- 
ful and  intelligent  commission  that  had  charge  of  it.  I  made  a 
careful  estimate  of  the  value  of  this  building,  based  upon  my  best 
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judgment  on  New  York  work.  I  did  the  same  thing  after  collecting 
evidence  in  Washington  and  I  found  that  the  difference  in  cost  was 
a,  considerable  one,  or  rather  the  difference  in  my  estimate.  I  got 
thereby  a  very  close  parallel  between  the  cost  of  building  in  Wash- 
ington and  the  cost  of  building  in  New  York.  The  same  thing 
transpired  in  connection  with  the  Senate  Office  Building.  The  same 
thing  transpired  in  connection  with  the  Carnegie  Institution. 

So  that  I  have  occasion  to  know  what  the  relation  is  between 
building  costs,  total  building  costs  in  Washington  and  those  in 
New  York. 

To  go  further  and  to  go  into  the  matter  of  cubes  and  determine 
the  cube  prices,  if  you  take  a  building  such  as  the  Carnegie  Institu- 
tion and  attempt  to  apply  a  cube  price  to  it  you  would  be  doing  a 
thing  that  you  could  not  substantiate.  That  kind  of  building  is  a 
little  unusual,  and  there  are  not  enough  of  them  to  establish  a  rate 
that  you  can  count  upon.  If  you  had  schoolhouses  you  could  estab- 
lish a  unit  rate,  just  as  Mr.  Snyder,  the  architect  for  the  board  of 
education  in  New  York  has  his  cube  prices,  by  comparison  of  one 
building  with  another  so  established  that  he  can  tell  you  closely 
what  a  building  is  going  to  cost. 

Those  are  standard  buildings  as  contrasted  with  unusual  buildings. 
And  the  type  of  building,  such  as  the  Southern  Building,  an  office 
building,  with  tei'ra  cotta,  wood  floors,  birch  trim,  electric  elevators, 
no  generating  plant,  is  a  type  of  buildmg  so  usual  that  the  cost  of  it 
per  cubic  foot  in  New  York,  as  between  one  place  and  another  in  the 
city,  could  be  determined  within  a  small  percentage.  They  go  so  far 
as  to  make  contracts  in  New  York  City  on  that  basis. 

That  being  so  clearly  established,  then  you  have  only  to  compare 
the  relative  costs  in  Washington  with  the  costs  in  New  York.  But  I 
would  not  attempt  to  use  that  method  on  an  unusual  building,  such 
as  this,  or  the  United  States  Capitol,  or  the  Library,  or  the  Carnegie 
Institution,  or  even  a  residence.  -But  here  is  a  standard  type  of 
building. 

Mr.  Peouty.  How  were  wages  in  the  fall  of  1911  as  compared  with 
wages  in  1912  of  the  men  that  would  do  the  work  upon  this  class  of 
building? 

Mr.  Bkainard.  There  are  \'er}'  slight  changes. 

Mr.  Peouty.  The  labor  cost  would  be  substantially  the  same, 
whether  it  was  built  in  1911  or  1912. 

Mr.  Douglas.  If  you  will  pardon  me,  you  have  your  dates  wrong 
as  to  the  completion  of  this  building.  This  building  was  completed 
in  the  early  spring  of  1911  and  the  material  was  bought  in  1910.  It  is 
really  a  difference  of  two  years  between  the  present  time  and  the  time 
of  appraisement. 

Mr.  Peouty.  Of  course,  the  only  reliable  information,  Mr.  Douglas, 
I  have  on  that  I  have  taken  from  your  cross  bill,  and  I  assume  it 
would  be  accurate. 

Mr.  Douglas.  '  You  will  find  in  the  cross  bill  no  statement  contrary 
to  what  I  have  just  stated.    If  so.  it  is  a  mistake. 

Mr.  Prouty.  The  building,  according  to  this  bill,  was  completed 
October  19,  1911. 

Mr.  Douglas.  That  has  reference  to  the  technical  delivery  of  the 
building.    But  the  steel  and  those  things  about  which  you  are  ask- 
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ing  were  really  piirchased  in  1910;  the  steel  was  purchased  in  1910 
and  put  up  in  1910.    I  merely  wanted  to  call  your  attention  to  that. 

Mr.  Peouty.  The  cross  bill  was  the  most  accurate  information  I 
have ;  in  fact,  is  the  only  information  I  have  noticed  coming  into 
this  hearing  as  to  when  that  building  was  completed.  Modifying 
my  question  somewhat,  then,  what  would  be  the  relation  of  labor  in 
1910  and  1912? 

Mr.  Beainaed.  I  do  not  recall  any  considerable  changes  in  the 
price  of  labor  in  New  York  in  those  two  years  in  any  department  of 
building. 

Mr.  Pbouty.  You  refer  ordinarily  to  the  union  wage  scale,  do  you 
not? 

Mr.  Beainaed.  Oh,  yes. 

Mr.  Peouty.  Is  that  the  same  in  Washington  as  it  is  in  New  York  ? 

Mr.  Beainaed.  No :  it  varies. 

Mr.  Peouty.  It  is  higher  in  New  York  than  it  is  in  Washington, 
is  it  not? 

Mr.  Beainaed.  I  believe  it  is  higher  in  every  department,  except, 
possibly,  in  brickwork.  When  this  building  was  built  the  brick- 
layers' wages  were  less  than  they  were  in  New  York. 

Mr.  Redfield.  You  mean  this  House  Office  Building  ? 

Mr.  Beainaed.  The  House  Office  Building;  yes. 

Mr.  Peouty.  What  would  you  estimate  was  the  cube  cost  of  this 
building? 

Mr.  Beainaed.  I  would  not  estimate  it,  because  I  Icnow  approxi- 
mately what  that  was. 

Mr.  Peouty.  What  was  it? 

Mr.  Beainaed.  It  was  around  51  cents,  as  I  recall  it. 

Mr.  Peouty.  This  is  a  better  building  than  the  Southern  Building, 
is  it  not? 

Mr.  Beainaed.  Oh,  I  think  it  is  a  more  expensive  building;  it  has 
a  stone  facade.  It  is  very  difficult  to  compare  these  things.  Yes; 
this  building  is  a  higher  type ;  of  more  expensive  finish. 

Mr.  Peouty.  Of  marble? 

Mr.  Beainaed.  Marble  outside;  limestone  court.  Of  course  the 
mere  construction,  the  brickwork,  and  fireproof-floor  construction 

Mr.  Peouty  .(interposing).  Marble  floors  and  marble  stairways? 

Mr.  Beainaed.  Yes ;  it  is  more  expensive. 

Mr.  Peouty.  And  bronze  railings? 

Mr.  Beainaed.  Yes. 

Mr.  Peouty.  There  would  really  be  no  comparison,  would  there, 
between  the  actual  cost  of  this  building  and  the  Southern  Building? 

Mr.  Beainaed.  They  are  so  different  in  character,  so  different  in 
the  method  of  construction,  I  would  not  compare  them. 

Mr.  Peouty.  Do  you  not  think  there  is  more  than  10  cents  a  foot 
difference  between  the  two  ? 

Mr.  Beainaed.  No;  I  would  not  think  so,  because  I  know  what 
this  cost  and  the  other  would  be,  in  my  opinion,  about  it. 

Mr.  Peouty.  Suppose  you  knew  what  the  other  one  cost,  too; 
would  that  have  any  effect  upon  your  judgment?  You  seem  to  have 
it  in  one  case. 

Mr.  Beainaed.  One  is  a  matter  of  judgment;  the  other  is  a  matter 
of  memory  as  to  a  statement. 
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Mr.  Prouty.  You  said  you  knew  what  this  building  cost,  and 
therefore  it  atfects  your  judgment  upon  it. 

Mr.  Douglas.  Pardon  me.  Do  you  not  think,  Judge,  it  would 
be  fair  to  the  witness  to  give  him  all  the  facts  about  that  cost? 

Mr.  Peoutt.  I  am  giving  all  I  have. 

Mr.  Douglas.  It  has  been  called  to  the  attention  of  the  committee 
that  the  Thompson-Sterrett  Co.  contract  for  $681,000  did  not  include 
the  architect's  fee,  did  not  include  the  improvements  to  the  building, 
did  not  include  the  carrying  charges,  and  no  interest  whatever. 

Mr.  Prouty.  I  infer  that  it  did  not  carry  any  charges. 

Mr.  DoufiLAS.  It  carried  architect's  fee  and  builder's  profits. 

Mr.  Prouty.  This  statement  is  said  to  have  contained — your  state- 
ment is  it  contains  about  $60,000  profits. 

jMr.  Douglas.  Yes;  but  not  the  architect's  fees  nor  carrying 
charges,  nor  improvements  on  the  building. 

Mr.  Prouty.  He  said  in  his  estimate  he  did  not  include  those,  so  I 
think  it  is  perfectly  clear  on  the  record. 

Mr.  Brain ard.  I  wish  it  might  be  clear  that  I  included  the  archi- 
tect's fees,  but  not  the 

Mr.  Pruuty.  But  not  carrying  charges? 

Mr.  Brainard.  Not  the  carrying  chapges. 

Mr.  Prouty.  Except  the  building  charges,  and  that  has  the  same 
relation  with  this  building. 

Mr.  Brainard.  I  beg  your  pardon? 

Mr.  Prouty.  The  cubic  estimate  of  this  building  did  not  include 
carrying  charges? 

Mr.  Brainard.  I  do  not  know  exactly  about  that.  The  statement 
was  made  to  me  by  the  gentleman  who  had  charge  of  the  work  down 
here  for  the  Government  that  the  cost  of  this  building  was  about  51 
cents  a  cubic  foot.  That  I  am  sure  did  not  include  the  architect's  fee. 
Whether  it  included  the  cost  of  the  drafting  ofRce  over  here,  or  not, 
I  do  not  know.  It  was  a  vei-y  low  price.  The  building  was  built  at 
a  time  when  material  was  much  lower  than  now. 

Mr.  Douglas.  Did  you  say  when  it  was  built,  or  approximately? 

Mr.  Brainard.  I  have  forgotten  the  year. 

Mr.  Douglas.  Do  you  know,  Judge  Prouty,  just  when  this  build- 
ing was  finished  ? 

Mr.  Prouty.  Xot  very  long  ago ;  about  four  years  ago,  I  think. 

Mr.  Douglas.  I  thought  it  was  more  than  that. 

Mr.  Brainard.  I  do  not  think  it  has  been  finished  more  than  that. 

Mr.  Johnson.  I  think  I  took  an  office  in  this  building  in  January, 
1908. 

Mr.  Eedfield.  I  think  this  building  was  finished  in  1907. 

Mr.  Douglas.  That  is  my  judgment. 

Mr.  Redfield.  And  that  was  a  pretty  high-priced  time. 

Mr.  Johnson.  It  is  easy  enough  to  ascertain,  at  any  rate. 

Mr.  Prouty.  That  is  not  very  material.  Have  you  had  personal 
knowledge  of  the  construction  of  any  building  in  Washington  sim- 
ilar to  the  Southern  Building? 

Mr.  Brainard.  Xo. 

Mr.  Proitty.  Would  you  consider  yourself  an  expert  in  determin- 
ing what  the  value  of  a  similar  building  to  that  was,  constructed  in 
Washington? 
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Mr.  Beainard.  I  consider  that  I  am  competent  to  express  an  accu- 
rate opinion  about  it. 

Mr.  Redfield.  Mr.  Brainard,  were  you  aware  when  you  stated  that 
the  price  of  $681,480.92,  which  Avas  the  contract  price  for  the  South- 
ern Building,  would  necessarily  include  a  large  loss  to  the  contractor, 
that  as  a  matter  of  fact  the  statement  is  made  on  his  behalf  that  it 
includes  the  sum  of  $60,000  profit  to  the  contractor  ? 

Mr.  Beaxnaed.  I  am  totally  uninformed  about  the  $681,000;  I 
never  heard  of  it. 

Mr.  Eedfield.  If  the  contractor  should  have  stated,  or  should  have 
had  the  statement  made  for  him  formally,  that  the  price  did  include 
$60,000  profit  to  him,  would  you  believe  it  ? 

Mr.  Beainaed.  I  would  believe  he  might  have  estimated  it  did;  I 
would  not  believe  he  made  $60,000  profit. 

Mr.  Kedeield.  Suppose  the  statement  were  made  three  months 
after  the  building  was  completed  and  turned  over;  would  you  then 
regard  it  as  an  accurate  statement? 

Mr.  Beainaed.  It  would  depend  on  how  it  was  made  and  Avho  made 
it ;  whether  they  were  really  stating  the  total  cost  of  the  work  on  which 
I  have  estimated.  I  do  not  believe  that  the  building  cost,  compared 
with  any  which  I  have  estimated,  the  building  cost  of  $681,000,. 
equaled  the  cost  of  the  structure  in  1910. 

Mr.  Redfield.  The  statement  is  made  in  a  bill  to  enforce  a  me- 
chanic's lien,  filed  January  24,  1912,  and  is  as  follows : 

Building  completed  19tli  day  of  October,  1911,  at  a  cost  to  complainant  of 
$681,480.92,  which  includes  the  sum  of  $60,000  profit  to  complainant. 

The  complainant  is  the  Thompson- Starrett  Co.,  and  the  statement 
is  signed  by  his  attorneys,  and  appears  on  page  83  of  the  record. 

Do  you  think  the  Thompson-Scarrett  Co.  would  willfully  sign  a 
false  statement? 

Mr.  Beainaed.  I  have  no  opinion  about  that. 

Mr.  Redfield.  Do  you  think  they  are  sufficiently  experienced  to 
know? 

Mr.  Beainaed.  To  know  what? 

Mr.  Redfield.  Whether  they  made  a  profit  or  not. 

Mr.  Beainaed.  I  think  they  should  know. 

Mr.  Redfield.  As  a  matter  of  fact  they  are  experienced  contrac- 
tors, are  they  not? 

Mr.  Beainaed.  Surely. 

Mr.  Redfield.  They  are  very  large  contractors,  are  thej'  not  ? 

Mr.  Beainaed.  Very  large  contractors;  yes. 

Mr.  Redfield.  Have  you  any  knowledge  as  a  building  inspector 
that  their  methods  are  inexact  or  crude? 

Mr.  Beainaed.  I  have  had  some  experience  with  the  Thompson- 
Starrett  Co.,  and  I  would  rather  be  excused  from  answering  a  ques- 
tion which  in  a  way  might  seem  to  reflect  upon  them. 

Mr.  Redfield.  But  you  would  not  accept  that  statement  as  an  ac- 
curate one? 

Mr.  Beainaed.  No,  sir. 

Mr.  Douglas.  Mr.  Chairman,  I  do  not  think  that  is  a  proper  line 
of  cross-examination,  and  object  to  it. 

Mr.  Redfield.  Mr.  Brainard,  in  the  appraisal  made  for  the  in- 
surance department  of  the  District  of  Columbia,  which  appears  on 
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page  73  of  the  record,  in  which  the  appraised  value  is  put  down  at 
35  cents  per  cubic  foot,  and  to  which  there  is  added  to  the  total 
estimate,  calculated  from  which  there  is  added  5  per  cent  for  in- 
creased cost  of  the  building  material  since  the  building  was  begun, 
and  a  total  value  for  the  building  is  deduced  of  $976,921.  This 
statement  then  follows: 

This  estimate  is  basecl  upon  the  cost  of  materi;il  at  the  time  the  building 
was  begun.  I  accepted  the  judgment  of  Jlr.  Alexander  T.  Hensey  and  Mr. 
H.  H.  Darneille,  my  associates,  as  to  the  value  of  the  land,  as  I  am  not  an 
expert  in  land  values. 

It  is  impossible  to  make  an  accurate  estimate  in  this  manner.  The  only  way 
to  make  an  exact  estimate  would  be  to  do  it  in  detail,  item  by  item.  That 
is,  in  my  opinion,  a  close  approximate  estimate,  and  I  so  stated  to  the  owners 
at  the  time  the  estimate  was  made. 

The  gentleman  who  signed  that  statement  has  been  referred  to 
before  the  committee  as  an  experienced  and  a  careful  builder.  Is  he 
in  your  judgment  correct  in  his  statement  that  the  oiily  way  to  make 
an  exact  estimate  would  be  to  do  it  in  detail,  item  by  item? 

Mr.  Beainard.  No ;  I  think  he  is  wrong.  I  do  not  think  there  is 
any  way,  any  method,  which  makes  an  exact  estimate  of  the  cost  of  a 
building.  We  employ  in  our  bidding  and  in  our  contracting  per- 
haps the  best  class  of  contractors  in  this  country.  These  people  bid 
with  the  greatest  attempt  at  accuracy,  because  they  are  anxious  to 
get  the  work,  and  the  bids  vary,  takmg  100  per  cent  as  a  base,  from 
100  to  140  per  cent.  These  are  the  results  of  the  estimates  of  the 
most  skilled  builders  in  the  country.  And  when  you  come  to  the 
statement  or  contemplation  of  exact  estimates,  there  is  no  such  thing ; 
it  can  not  be  done. 

Mr.  Eeufield.  Then  do  the  committee  understand  from  you,  Mr. 
Brainard,  that  it  is  not  uncommon  for  skilled  and  careful,  ex- 
perienced builders  to  vary  in  their  estimate  of  the  cost  of  a  building 
as  much  as  40  per  cent? 

Mr.  Beainaed.  It  is  not  uncommon. 

Mr.  IvEDriEij).  It  is  not  uncommon? 

Mr.  Beainaed.  No. 

]\lr.  Peouty.  I  believe  I  will  try  one  more  question.  Suppose  this 
building  in  1910  and  the  early  part  of  1911  cost  $681,000  to  build  it. 
What  would  have  been  its  cost  to  have  constructed  the  same  building 
in  1912? 

Mr.  Brainard.  1910  and  1912? 

Mr.  Peoutt.  Yes. 

Mr.  Brainard.  I  have  the  dates  right  ? 

Mr.  Peouty.  Yes. 

Mr.  Beainaed.  This  is  upon  the  assumption  of  a  cost  of  $681,000? 

Mr.  Peouty.  That  is  the  question  which  I  propounded. 

Mr.  Beainaed.  To  which  I  do  not  subscribe. 

Mr.  Prouty.  I  am  asking  you  to  subscribe  to  it. 

Mr.  Beainaed.  Let  that  be  on  the  record.  Did  you  ask  in  per- 
centage or  the  sum  ? 

Mr.  Peouty.  The  question  is  certainly  very  intelligent. 

Mr.  BiLviNARD.  It  is  intelligent,  but  my  memory  is  faulty.  I  do 
not  remember  just  how  you  expressed  it. 

Mr.  Peouty.  Suppose  this  building  cost  for  construction  in  1910 
and  the  early  part  of  1911  $681,000.  What  would  that  building  have 
cost  for  construction  in  1912  ? 
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Mr.  Beainabd.  It  would  have  cost  $34,000  more  than  that. 

Mr.  Peouty.  Getting  down  now  to  this  basis  of  determining  values, 
do  you  know  of  any  better  way  to  find  out  what  a  building  cost  to 
construct  than  to  find  out  what  it  cost  to  construct  it  ? 

Mr.  Beainaed.  That  is  really  the  only  way. 

Mr.  Eedfield.  Mr.  Brainard,  is  it  not  also  a  fact  that  because 
of  the  inaccuracy  of  other  methods  of  figuring  there  has  grown  up 
a  custom  of  building  which  is  done  upon  the  basis  that  all  the  invoices 
for  work  done  and  the  pay  rolls  for  wages  paid  are  turned  over  to  the 
owner  who  pays  a  fixed  profit  upon  that  total  ? 

Mr.  Beainaed.  That  is  a  very  usual  practice,  except  that  the  thing 
which  is  paid  by  the  owner  to  the  builder  is  generally  regarded  as  a 
fee  for  the  performance  of  the  work,  partly  made  up  of  profit. 

Mr.  Eedfield.  So  that  many  large  buildings  are  now  erected  on 
the  basis  of  actual  cost  as  represented  by  pay  rolls  and  invoices  plus 
10  per  cent? 

Mr.  Beainaed.  Plus  a  percentage. 

Mr.  Eedfield.  Yes. 

Mr.  Beainaed.  It  is  very  usual. 

Mr.  Eedfield.  Varying  in  different  cases? 

Mr.  Beainaed.  I  constructed  the  Eubber  Building  on  that  basis. 

Mr.  Eedfield.  That  is  the  Eubber  Building  to  which  you  have 
referred  ? 

Mr.  Beainaed.  Yes ;  in  New  York. 

Mr.  Geoege.  What  cubic  foot  rate  did  you  put  on  the  Southern 
Building?    I  went  out  and  am  confused  as  to  what  occurred. 

Br.  Beainaed.  41  to  42  cents  at  this  time. 

Mr.  Geoege.  What  do  you  think  it  was  two  years  ago  ? 

Mr.  Beainaed.  I  think  it  would  be  down  to  about  39  cents,  two 
years  ago, 

Mr.  Geoege.  You  measured  that  building  at 

Mr.  Beainaed  (interposing).  2,678,000. 

Mr.  Geoege.  What  total  did  you  give? 

Mr.  Beainaed.  I  have  forgotten.  I  worked  it  on  my  slide  rule. 
It  is  on  the  record. 

Mr.  Douglas.  $1,100,000,  in  round  numbers. 

Now,  Mr.  Brainard,  it  has  been  assumed  for  the  purposes  of  ques- 
tioning you  that  this  building  cost  $681,000. 

Mr.  Beainaed.  Yes. 

Mr.  Douglas.  I  am  going  to  assume  for  the  purpose  of  my  ques- 
tion that  it  cost  very  much  more  money  than  that.  Suppose  this 
building  cost  $930,000  or  $935,000  two  years  ago.  Would  that  not 
confirm  you  in  your  estimate  that  it  would  cost  over  a  million  dollars 
now? 

Mr.  Beainaed.  Substantially.    Not  exactly. 

Mr.  Douglas.  It  would  substantially  confirm  you? 

Mr.  Beainaed.  Yes. 

Mr.  Douglas.  The  figure  you  have  already  given  to  the  committee 
in  your  direct  examination? 

Mr.  Beainaed.  Yes;  it  would. 

Mr.  Douglas.  I  suppose  you  noticed  by  the  plans  and  specifications 
that  under  the  Thompson- Starrett  contract  it  did  not  include  the 
very  extensive  and  expensive  improvements  made  at  the  corner  there 
by  the  United  States  Trust  Co. 
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Mr.  Bkaixaed.  I  did  not  find  that  in  the  specifications. 

Mr.  Douglas.  You  did  not  find  it  in  the  specification  ? 

Mr.  Brain AED.  No. 

Mr.  Douglas.  Your  calculation  was  on  the  basis  of  the  building  as 
scheduled  the  original  contract  with  Thompson-Starrett  Co.  m  the 
specifications  that  you  read? 

M^.  Bbainaed.  No;  this  is  on  the  basis  of  the  building  as  I  saw  it. 

Mr.  Douglas.  Oh,  yes :  of  course,  that  is  right. 

Mr.  Brainard.  My  estimate  is  on  the  basis  of  the  building  as  I 
saw  it.  . 

^Iv.  Doi-GLAs.  That  is  what  I  intended  to  ask,  on  the  basis  ot  the 
building  as  you  saw  it  and  not  on  the  basis  of  the  original  plan, 
which  should  not  have  the  trust  company  at  the  comer  there  at  all. 
It  is  not  on  that  basis  at  all? 

i\Ir.  Bratnard.  No;  it  is  on  the  basis  of  the  building  as  it  now 
exists. 

Mr.  Douglas.  I  will  ask  you  this,  to  tell  the  committee  whether 
the  following  estimate,  which  was  given  by  Mr.  Lipscomb,  the 
builder,  as  one  of  the  appraisers  of  this  building,  is  not  a  very  con- 
servative one?  The  letter  bears  date  of  December  9,  1912,  and  is 
addressed  to  the  superintendent  of  insurance : 

Replying  to  yoiir  comniunication  of  the  7tli  instnnt,  I  beg  to  state  that  my 
valuation  of  the  Southern  Building  was  derived  as  follows : 

Total  cubic  contents   (cubic  fw^t) $2,658,291.00 

Price  per  cubic  foot -35 

Value 934,401.85 

Five  per  cent  ineieased  cost  of  building  material  since  the  building  was 
begun,  $46,520. 

Present  value,  $976,921. 

I  will  ask  you  if  that  is  not  a  very  conservative  estimate  as  to  what 
would  be  the  cost  to  reproduce  that  building  now  ? 

^Ir.  Brainard.  I  think  that  it  is,  although  I  do  not  agree  with  him 
as  to  the  ;">  per  cent.  He  says  5  per  cent  for  cost  of  material.  I 
would  say  .5  per  cent  on  the  total  cost.  That  is  practically  5  per 
cent  on  the  cost  of  materials,  but  it  is  6  per  cent  on  the  total  cost; 
the  cost  of  material  itself  is  more  than  5  per  cent  increased. 

jMr.  Doi'GLAs.  I  think  you  will  find  that  is  exactly  what  he  has 
done,  which  you  say  should  be  done.  Five  per  cent  of  $930,000 
would  be  $46, .500.  He  computed  5  per  cent  of  that  total  cost  of 
$930,000. 

Mr.  Brainard.  Yes. 

Mr.  Douglas.  Before  passing  on  to  something  else  I  will  ask  you 
this  specifically,  if  the  price  per  cubic  foot  of  35  cents,  as  given  by 
Mr.  Lispscomb,  one  of  the  appraisers,  in  December,  1912,  was  not 
a  very  low  price  per  cubic  foot  for  this  building  ? 

Mr.  Brainard.  I  think  it  was. 

Mr.  Douglas.  I  want  to  get  perfectly  cleared  up  this  question 
of  the  $681,000.  Assuming  that  the  Thompson-Starrett  Co.  had 
a  contract  to  build  the  building  according  to  plans  and  specifications, 
and  that  their  commission  should  be  computed  on  the  cost  price, 
and  that  that  did  not  include  architect's  fees,  of  course,  that  would 
be  added  to  the  $681,000  as  part  of  the  cost  of  the  buildine,  would 
it  not? 
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Mr.  Beainaed.  No;  not  for  the  purpose  of  computing  the  build- 
er's commission. 

Mr.  Douglas.  No  ;  but  I  mean  for  the  purpose  of  ascertaining  the 
cost  of  the  building  to  the  owner. 
Mr.  Beainaed.  Oh,  yes. 

Mr.  Douglas.  And  to  be  added  also  to  the  $681,000,  in  order  to 
ascertain  the  cost  of  the  building  to  the  owner,  you  would  add  any 
changes  that  had  been  made  at  the  expiration  of  the  Thompson- 
Starrett  contract,  and  made  by  the  owner  or  anyone  for  the  owner, 
would  you  not? 

Mr.  Beainaed.  Yes.  I  would  regard  any  contract  as  being  a  con- 
tract for  the  amount  of  work.  You  would  hav3  to  determine  whether 
it  was  for  the  whole  building  or  not.  That  is,  if  other  work  were 
added  by  somebody  else,  that  is  a  part  of  the  cost  of  the  building. 

Mr.  Douglas.  And  to  be  added  to  the  cost  of  the  building? 

Mr.  Beainaed.  Yes,  sir. 

Mr.  Douglas.  You  would  add  also  to  that,  would  you  not,  the 
carrying  charges — interest,  insurance,  taxes,  and  items  of  that  sort? 

Mr.  Beainaed.  I  would  for  the  purposes  of  arranging  finances. 

Mr.  Douglas.  I  mean  for  the  purposes  of  determining  what  the 
building  cost  the  owner. 

Mr.  Beainaed.  Yes;  but  not  for  the  purpose  of  computing  the  con- 
tractor's commission  or  the  architect's  commission. 

Mr.  Douglas.  I  understand  that;  not  for  the  purpose  of  determin- 
ing the  architect's  fees  or  the  contractor's  commission. 

Mr.  Beainaed.  No. 

Mr.  Douglas.  But  they  do  enter  into  a  computation  in  determining 
what  the  building  actually  costs  the  owner. 

Mr.  Beainaed.  Decidedly. 

Mr.  Douglas.  And  the  same  items  would  be  included  if  j'ou  were 
estimating  for  the  owner  what  it  would  now  cost  to  reproduce  the 
building  for  the  owner,  would  they  not?  All  those  items  would  be 
taken  into  account?     Do  I  make  myself  clear,  Mr.  Brainard? 

Mr.  Beainaed.  Yes.  If  I  were  reporting  to  the  owner  what  the 
cost  of  the  operation  would  be,  the  total  operation,  I  would  have 
to  take  into  account  the  amount  of  carrying  charges  during  the  course 
of  erection. 

Mr.  Douglas.  And  the  carrying  charge  would  include  interest, 
taxes,  and  insurance? 

Mr.  Beainaed.  Interest,  taxes,  insurance;  there  might  be  office 
expenses  and  a  number  of  miscellaneous  items  which  might  go  into 
that. 

Mr.  Douglas.  Suppose  there  should  be  a  special  inspector  kept 
on  the  building,  watching  it  in  its  different  stages  of  erection,  by  the 
holder  of  the  first  mortgage — let  us  say,  the  Equitable  Life — and 
that  cost  three  or  four  or  five  thousand  dollars ;  of  course  that  would 
be  an  additional  item  of  cost  of  the  building  to  the  owner,  would  it 
not? 

Mr.  Beainaed.  That  has  always  been  charged  in  the  cost  of  the 
building  wherever  I  have  experienced  that. 

Mr.  Douglas.  You  were  asked  by  Judge  Prouty  as  to  your  famili- 
arity with  Washington  prices,  for  the  purpose  of  ascertaining  whether 
or  not  you  can  estimate  safely  for  this  committee  what  this  building 
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would  cost.  Do  you  not  know  substantially  that  the  prices  ii;  Wash- 
ington for  building  material  are  practically  the  same  as  they  are  in 
New  York,  and  do  you  not  know  that  from  your  own  experience  from 
year  to  year  and  from  building  to  building? 

Mr.  Beainaed.  They  are  practically  the  same  for  some  materials; 
higher  yet  for  some  others,  and  lower  for  others.  So  that  for  the 
purposes  of  comparison  you  must  take  the  actual  cost  of  the  build- 
ings when  they  are  completed.  It  would  be  almost  impossible  to 
analyze  the  differences  to  show  their  effect  upon  the  total  cost.  That 
is  to  say,  terra  cotta  here  costs  more  delivered  than  it  does  in  New 
York,  because  it  is  farther  away  from  the  source  of  manufac- 
ture. It  costs  less  to  set  it  here  than  in  New  York,  and  that  affects 
the  price  the  other  way.  Steel  costs  less  here  than  it  does  in  New 
York,  because,  I  suppose,  of  the  lighterage  charges;  it  costs  less  to 
erect  it.  Cut  stone,  some  of  it,  costs  more  here  than  it  does  in  New 
York.  You  can  get  marble  in  the  region  of  New  Yorli  from  Ver- 
mont at  less  prices  than  you  can  get  it  in  Washington  because  of  the 
freight  rates.  You  can  get  Georgia  marble  in  Washington  cheaper 
than  you  can  get  it  in  New  York  because  of  less  freight  rates. 

So  that  you  have  all  kinds  of  elements  coming  in  here  to  affect  a. 
difference  in  cost  between  New  York  and  Washington,  and  you  can 
not  arrive  at  any  determination  of  the  comparison  except  by  taking 
the  total  costs  as  you  know  them  as  the  buildings  are  building.  It 
is  too  complicated  to  analyze. 

Mr.  Douglas.  But  you  take  all  those  matters  into  consideration  in 
fixing  the  price  of  41  or  42  cents  a  cubic  foot. 

Mr.  Beainard.  Yes.  I  took  my  knowledge  of  the  present  cost  of 
building  in  New  York  and  the  total  cost  of  building  in  Washington, 
as  I  had  watched  it  during  these  years,  and  determined  the  ratio 
between  costs  in  the  two  cities. 

Mr.  Douglas.  You  testified  this  building  cost  51  cents  per  cubic 
foot — this  building  we  are  in? 

Mr.  Brainard.  That  is  my  recollection  of  the  report. 

Mr.  Douglas.  In  which  we  are  now,  and  I  believe  you  said  that 
■\vas  very  low  for  it. 

Mr.  Brainard.  Very  low. 

Mr.  Douglas.  It  was  completed  four  or  five  years  ago,  practically. 
About  what  would  this  building  cost  now,  on  the  basis  of  present 
prices,  just  roughly  speaking? 

Mr.  Braixard.  It  should  cost  10  per  cent  more  now  than  it  did 
then. 

Mr.  Douglas.  That  would  make  it  around  57  to  60  cents  a  cubic 
foot? 

Mr.  Beainaed.  Yes;  although  I  do  not  want  to  go  on  record  as 
stating  that  this  building  cost  51  cents.  It  was  so  stated  to  me,  but 
I  do  not  know  what  was  included  in  that.  I  presume  it  was  only 
the  construction  cost.  It  was  quite  low,  and  I  think  thefe  are  some 
things  that  were  properly  chargeable  by  the  Government  to  the  cost 
of  this  building  that  were  not  included. 

Mr.  Douglas.  The  Government,  of  course,  does  not  include  taxes 
as  a  carrying  charge  when  it  is  building  a  building  ? 

Mr.  Beainaed.  I  assume  not ;  certainly  not  insurance. 

Mr.  Douglas.  And  you  do  not  think  the  architect's  fees  were  in- 
cluded in  this  building  ? 
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Mr.  Beainaed.  I  believe  not. 

Mr.  Douglas.  Do  you  think  the  interest  charges  were  included  ? 
Mr.  Beainaed.  I  am  quite  positive  they  were  not  included.  I 
think  there  is  a  printed  report  of  the  commission  that  gives  all  that. 
Mr.  Douglas.  Mr.  Eedfield  asked  you  very  much  in  detail  about 
the  distances  and  numbers  of  blocks  that  you  would  have  to  haiil 
steel  to  build  a  building  at  Fifty-eighth  and  Broadway  and  Seventh 
Avenue  and  what  street  was  it  ? 

Mr.  Beainaed.  Fifty-eighth  and  Broadway,  which  is  near  Seventh 
Avenue,  and  Seventieth  Street  and  Fifth  Avenue. 

Mr.  Douglas.  Would  that  account  to  any  substantial  extent  for 
the  great  difference  between  $58  and  $80  per  ton  for  steel  ? 
Mr.  Beainaed.  It  would  affect  it  none  at  all. 

Mr.  Douglas.  It  would  not  amount  to  a  difference  of  50  cents  a 
ton? 

Mr.  Beainaed.  Decidedly  not — the  loading  charges,  the  handling 
charges,  the  erection  charges,  fabrication,  and  everything. 

Mr.  Douglas.  You  say  the  Southern  Building  is  a  standard  build- 
ing, and  I  believe  you  say  when  you  come  to  the  erection  of  standard 
buildings  that  the  contractors  make  their  estimates  and  frequently 
their  bids  on  a  calculation  of  how  much  it  ought  to  cost  per  cubic 
^oot,  and  put  their  bids  on  that  basis,  in  New  York,  frequently,  in 
building  a  building  of  a  standard  size  ? 

Mr.  Beainaed.  That  has  occurred  repeatedly. 
Mr.  Douglas.  So  that  it  has  got  to  be  a  pretty  safe  way  of  arriving 
at  the  cost  of  a  building  if  it  is  a  standard  character  of  building? 

Mr.  Beainaed.  It  is  so  safe  it  is  used  as  a  basis  for  the  financial 
calculation. 

Mr.  Douglas.  For  the  financial  calculation  ? 
Mr.  Beainaed.  Yes,  sir. 

Mr.  Douglas.  I  believe  that  is  all  I  have  for  this  witness. 
Mr.  Pbouty.  About  what  would  be  the  cost  of  special  work  that 
was  put.  into  the  building  there  for  bank  purposes  as  over  the  cost 
of  the  material  that  would  have  been  used  there  if  the  specifications 
which  you  examined  had  been  used — ^not  including  fixtures  of  .coursgi? 
Mr.  Beainaed.  Not  including  the  vault? 
Mr.  Peouty.  Nor  the  vault. 

Mr.  Beainaed.  I  am  trying  to  make  this  estimate,  which  would  be 
entirely  an  estimate  because  I  have  no  measurements,  and  I  am  try- 
ing to  do  it  without  reference  to  the  statement  made  to  me  as  to 
what  it  did  cost.  I  would  say  that  $55,000  would  cover  it.  I  think 
the  statement  was  made  to  me  of  something  more  than  that,  and  I 
was  surprised  at  the  amount. 

Mr.  Peouty.  If  I  have  understood  your  testimony  correctly,  you 
did  not  in  making  this  estimate  of  41  cents  per  cubic  foot  take  in 
consideration  insurance,  interest  charges,  taxes  ? 
Mr.  Beainaed.  I  did  not. 

Mr.  Peouty.  If,  then,  those  were  to  be  considered  as  a  part  of  the 
cost  of  the  building,  it  would  raise  your  estimate  to  about  what  per 
cubic  foot? 

Mr.  Beainaed.  I  do  not  think  I  ought  to  testify  here  as  an  e:^pei!!t 
on  that.  That  is  beyond  my  functions.  I  do  not  do  rthe  fiinancing. 
I  do  not  know  what  interest  rates  would  have  to  be  paid.    I  do  not 
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know  the  tax  rate  here.  I  do  not  know  those  things.  That  is  out- 
side of  my  experience.  I  could  not  qualify  as  an  expert  in  those 
things. 

Mr.  Peotjtt.  Your  qualification  covers  the  things  that  were  done 
by  the  contractors  in  the,  construction  of  this  building,  and  in  addi-' 
tion  to  that  the  charges  of  the  architect  ? 

Mr.  Beainard.  All  of  the  costs  which  the  owners  paid  to  the  con- 
tractors and  material  men,  the  day  laborers  whomsoever,  the  archi- 
tects, superintendents,  inspectors,  for  producing  everything  there  as 
it  stands  to-day,  including  excavation,  sidewalk:  protection,  all  that 
sort  of  thing  during  the  process,  plant  and  everything  else,  all  the 
cost  to  produce  the  thing  as  it  is  to-day  or  those  things  of  labor, 
material,  and  so  on. 

Mr.  PR0t7TY.  Suppose  the  building  had  been  erected  as  the  specifi- 
cations called  for,  not.considering  this  bank  part  at  all,  what  would 
have  been  your  estimate  then  as  to  the  cubic  foot  ? 

Mr.  Brainard.  I  can  arrive  at  that  only  by  deducting  my  estimate 
of  one  from  the  other.  I  can  do  that  for  you.  I  estimate  the  bank 
work  at  $55,000.  That  would  leave  $1,045,000  as  the  cost  remaining. 
It  takes  it  down  to  about  39.3. 

Mr.  Proutt.  In  figuring  this  $55,000  as  the  cost  of  the  material 
and  work  that  entered  into  this  bank  improvement,  did  you  make 
any  allowance  for  the  material  that  would  not  have  to  be  used  of 
the  kind  that  had  been  specified  ? 

Mr.  Beainard.  Yes. 

Mr.  Peoity.  You  deducted  that? 

Mr.  Brainaed.  Yes. 

Mr.  Proutt.  The  cost  of  material  that  is  in  there  now  you  think 
would  be  about  $55,000?  _ 

Mr.  Brainaed.  No  ;  it  is  the  cost  minus  what  I  assume  the  cost  of 
the  stuff  which  was  specified. 

Mr.  Prouty.  Did  you  have  mental  figures  as  to  what  those  were? 

Mr.  Brainaed.  Yes. 

Mr.  Prouty.  Give  them  to  me. 

Mr.  Brainaed.  I  thought  it  would  be  between  seven  and  eight 
thousand  dollars  on  the  standard  finish  in  those  spaces. 

Mr.  Peouty.  That  would  make,  then,  the  actual  cost  of  what  went 
in  there  about  $65,000? 

Mr.  Brainaed.  $62,000_or  $63,000.  I  do  not  know  whether  that 
other  work  was  ever  put  in  or  not,  whether  it  was  taken  out,  or  how 
it  was. 

Mr.  Douglas.  You  mean  whether  it  was  originally  done  and  then 
taken  out? 

Mr.  Beainard.  Yes ;  I  am  not  informed. 

Mr.  Peoutt.  It  was  not  done,  was  it  ? 
'    Mr.  Douglas.  Yes;  it  was  originally  done  and  then  taken  out. 
The  building  had  so  far  progressed  before  the  lease  was  made  to 
the  trust  company  that  the  second  floor,  for  instance,  had  to  be 
taken  out  and  put  into  shape  so  that  they  could  complete  it. 

Mr.  Peouty.  Were  the  floors  in  ? 

Mr.  Douglas.  The  floors  were  in  there.  I  mean,  in  part ;  I  do  not 
think  the  floors  were  there,  but  the  fireproofing  material  was  in  the 
floors,  the  hollow  terra-cotta  work. 
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TESTIMONY  OF  ARTHUR  W.  HAII. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Douglas.  Give  your  full  name,  please. 

Mr.  Hall.  Arthur  W.  Hall. 

Mr.  DoTTGLAS.  You  are  an  architect,  Mr.  Hall? 

Mr.  Hall.  I  am  an  architect. 

Mr.  Douglas.  You  live  in  Washington? 

Mr.  Hall.  Practicing  in  Washington. 

Mr.  Douglas.  How  long  have  you  lived  in  Washington,  Mr.  Hall  ? 

Mr.  Halt,.  I  have  been  in  Washington  about  seven  and  a  half 
years. 

Mr.  Douglas.  Where  did  you  live  before  you  came  to  Washington  ? 

Mr.  Hall.  Directly  prior  to  my  coming  to  Washington  I  was  in 
Cincinnati  six  months,  and  prior  to  that  I  spent  all  my  life,  being 
raised  and  brought  up,  in  New  York  City. 

Mr.  Douglas.  Were  you  ever  connected  with  the  firm  of  D.  H. 
Burnham&Co.? 

Mr.  Hall.  I  was  with  D.  H.  Burnham  &  Co.  here  in  Washington, 
in  charge  of  the  architectural  end  of  the  Union  Station. 

Mr.  Douglas.  They  were  architects  for  the  Union  Station? 

Mr.  Hall.  They  were. 

Mr.  Douglas.  That  is  the  same  firm  who  were  architects  for  the 
Southern  Building? 

Mr.  Hall.  The  same  firm  that  were  architects  for  the  Southern 
Building. 

Mr.  Douglas.  You  say  you  were  here  in  charge  of  the  architec- 
tural end  of  the  Union  Station  Building  that  was  then  being  con- 
structed ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  How  long  did  it  take  to  build  that  building? 

Mr.  Hall.  My  portion  of  it,  I  was  with  them  about  three  years. 
It  may  have  been  a  little  bit  over. 

Mr.  Douglas.  How  long  were  you  with  Burnham  &  Co.,  all 
together  ? 

Mr.  Hall.  That  is  the  only  time  I  was  with  Burnham  &  Co.  I 
just  went  there  for  that  one  work. 

Mr.  Douglas.  Were  you  with  any  firm  of  architects  during  the 
educational  part  of  your  life  before  that  time  ? 

Mr.  Hall.  I  was  with  Carerre  &  Hastings. 

Mr.  Douglas.  The  same  firm  of  which  Mr.  Brainard  is  a  member  ? 

Mr.  Hall.  The  same  firm  of  which  Mr.  Brainard  is  a  member.  I 
started  with  them.    I  was  there  about  seven  years,  six  or  seven  years. 

Mr.  Douglas.  Are  you  familiar — I  suppose  you  are — with  the 
building  of  buildings  in  Washington,  including  all  the  duties  of  an 
architect  and  knowledge  of  an  architect  ? 

Mr.  Hall.  I  feel  that  I  am. 

Mr.  Douglas.  You  are  familiar  with  the  cost  of  materials  now  as 
compared  with  two  or  three  years  ago,  in  a  general  way,  I  suppose  ? 

Mr.  Hall.  In  a  general  way. 

Mr.  Douglas.  Can  an  office  building  be  built  in  Washington  now, 
everything  considered,  and  by  "  now  "  I  mean  from  the  1st  of  Novem- 
ber of  last  year  down  to  the  present  time,  considering  the  cost  of 
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material,  labor,  and  everytJiing,  as  cheaply  now  as  it  could  have  been 
two  years  ago  ? 

Mr.  Hall.  No,  sir. 

Mr.  DorcLAs.  Is  labor  higher  or  material  higher,  or  both  ? 

Mr.  Hall.  Generally  speaking,  materials  are  higher.  I  think  some 
branches  of  labor  are  higher. 

Mr.  Douglas.  What  percentage  would  you  add  for  the  additional 
cost  of  buildings  now  as  compared  with  two  years  ago? 

Mr.  Hall.  I  should  say  that  a  building  in  the  District  of  Columbia 
of  this  character  with  which  we  are  dealing  would  increase  about 
from  4  to  6  per  cent. 

Mr.  DorcLAS.  Are  you  familiar  with  the  Southern  Building? 

Mr.  Hall.  Yes,  sir;  in  a  general  way. 

Mr.  Douglas.  Have  you  made  an  examination  of  the  Southern 
Building  in  connection  with  a  study  of  its  specifications? 

Mr.  Hall.  I  have. 

Mr.  Douglas.  In  order  to  determine  what,  in  your  judgment,  would 
be  a  fair  and  safe  estimate  to  make  as  to  what  would  be  the  cost  of 
its  construction  now? 

Mr.  Hall.  I  have. 

Mr.  Douglas.  Will  you  state  to  the  committee  in  your  own  way 
just  what  you  have  to  say  on  that  subject? 

Mr.  Hall.  Jlr.  Brainard  went  very  carefully  into  the  subject  of 
cube  contents  and  told  you  that  we  all  figured  it  differently,  which 
is  true;  and  also  we  arrived  at  costs  in  a  different  way  very  often. 
I  figured  the  cube  of  the  building  and  made  the  total  cube  2,612,000. 
Evidently  I  took  the  same  levels  that  Mr.  Brainard  did,  and  he  prob- 
ably included  some  sklight  spaces  which  I  would  «mit,  because  I 
did  not  feel  they  are  finished  portions.  However,  that  is  merely  a 
different  phase.    It  is  very  close  together. 

Mr.  Douglas.  Go  aheadf. 

Mr.  Hall.  I  would  say  that  the  building  could  be  duplicated  to-day 
for  about  35  cents  a  cubic  foot,  as  a  builder's  contract. 

Mr.  Douglas.  As  a  builder's  contract — what  do  you  include  in  a 
builder's  contract? 

Mr.  Hall.  The  builder's  profit  and  the  cost  of  the  construction, 
not  including  any  architect's  fees. 

Mr.  Douglas.  And  not  including  any  carrying  charges. 

Mr.  Hall.  Not  including  carrying  charges,  the  financing  of  it  at 
all. 

Mr.  Douglas.  Go  ahead,  now. 

Mr.  Hall.  Then  to  that,  as  an  architect  would  know,  he  would 
naturally  add  the  cost  of  the  building  to  the  owner,  being  that  price 
plus  his  commission,  which  would  be  approximately  $54,000. 

Mr.  Douglas.  Six  per  cent? 

Mr.  Hall.  Six  per  cent  on  the  amount  of  the  contract,  making  a 
total  of  $960,330. 

Mr.  Douglas.  That  would  be  the  cost  of  the  building  inclusive  of 
builder's  profit,  inclusive  of  architect's  fees,  and  exclusive  of  all 
carrying  charges  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  Will  you  state,  Mr.  Hall,  as  an  architect  whether  or 
not  it  is  proper  or  necessary  to  add  to  these  figures  the  carrying 
'ehargesr  in  order  to  determine  the  cost  of  the  building  to  the  owner. 
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Mr.  Hall.  Yes;  and  I  might  be  able  to  state  that  in  a  clear  way. 
Eecently  a  client  of  mine  came  to  me  who  wanted  to  build  a  build- 
ing for  a  definite  purpose.  He  had  a  lease  in  mind,  and  he  wanted 
to  know  what  the  complete  cost  of  the  building  to  him  would  be. 
I  gave  him  an  estimate  to  the  best  of  my  ability,  including  the 
builder's  cost,  plus  architect's  fees;  rather  the  builder's  price  to  me 
plus  the  architect's  fee.  Then  he  called  my  attention  to  the  fact  that 
was  not  what  he  wanted.  He  wanted  to  know  what  it  would  cost, 
including  interest  on  moneys  borrowed,  taxes  insurance,  carrying 
charges,  etc.,  to  the  time  of  the  completion  of  the  building.  That 
of  course  was  the  true  value  of  the  cost,  not  the  agent's  value,  but 
the  cost  of  the  building  to  him  at  its  completion. 

Mr.  Geoege.  Including  architect's  fees? 

Mr.  Hall.  Including  architect's  fees,  the  builder's  contract,  the 
carrying  charges,  the  interest  on  whatever  moneys  were  borrowed, 
taxes,  and  incidental  changes  which  would  be  part  of  every  building. 

Mr.  Douglas.  And  all  those  items  vary  very  much,  comparing  one 
building  with  another,  and  are  proper  to  be  added  as  a  part  of  the 
cost  of  the  structure  to  the  owner? 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  The  contractor's  price  then  becomes  one  item,  and 
of  course  not  the  larger  item? 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  But  by  no  means  the  only  item. 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  For  instance,  if  the  Thompson-Starrett  Co.  had  a 
contract  to  erect  this  building  according  to  plans  and  specifications 
which  excluded,  for  instance,  the  United  States  Trust  Co.  structure, 
excluded  the  Commerce  Court,  excluded  various  changes  necessary 
to  create  the  establishment  of  suits  in  that  building,  then  the  item 
of  the  contractor's  price  would  be  the  item  with  which  you  start  in 
ascertaining  the  cost  of  the  building ;  would  it  not  ? 

Mr.  Hall.  Exactly. 

Mr.  Douglas.  Then  you  would  add,  step  by  step,  all  the  additions 
which  have  been  made  to  the  building,  because  you  were  taking  the 
building  on  the  basis  of  what  it  would  cost  to  construct  it  as  it  is 
to-day  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  With  those  changes  added  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas,  t  would  ask  you  if  your  figures  of  35  cents  include — 
1  suppose  they  do — the  building  as  it  now  stands,  with  the  Union 
Trust  Co.  improvements,  with  the  United  States  Commerce  Court, 
and  improvements  of  that  sort  ? 

Mr.  Hall.  It  does. 

Mr.  Douglas.  Do  you  know  anything  about  the  cost  of  other  office 
buildings  in  Washington  ? 

Mr.  Hall.  Not  as  direct  testimony,  Mr.  Douglas ;  merely  as  hearsay. 

Mr.  Douglas.  Have  you  ever  been  inside  of  the  Hibbs  Building  ? 

Mr.  Hall.  Yes. 

Mr.  Douglas.  Let  us  assume  that  the- Hibbs  Building  cost  52  cents 
per  cubic  foot.  It  was  built  two  years  before  the  Southern  Build- 
ing. Would  it  be  an  extravagant  estimate,  an  unfair  estimate,  an 
unsafe  one,  to  put  the  Southern  Building  at  35  cents  a,  cubic  foot? 
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Mr.  Hall.  Not  in  my  judgment. 

Mr.  Douglas.  I  say  of  the  same  general  type  of  construction  and 
standard  inside? 

Mr.  Hall.  That  brings  up  a  question;  there  ma,y  be  two  inter- 
pretations to  that  question.  You  asked  whether  it  is  the  same  type 
of  construction,  the  same  type  of  finish.  Those  are  two  radical  things. 
Just  what  do  you  mean  ? 

Mr.  Douglas.  I  do  not  know  what  I  do  mean. 

Mr.  Hall.  The  same  type  of  construction  would  be  whether  it  was 
built  of  the  steel  skeleton  type,  with  the  same  floor  construction,  and 
masonry  of  the  same,  or  whether  it  was  perhaps  a  wall-bearing  case, 
a  marble  front,  and  the  finish  might  be  as  to  whether  they  had 
mahogany  or  marble  floors  throughout  or  had  pine  and  cement 
floors — just  a  comparison.  I  am  not  comparing  the  two  buildings, 
of  course. 

Mr.  Douglas.  I  do  not  know  whether  we  will  get  any  light  thrown 
on  the  subject  by  any  attempt  at  comparison  unless  you  are  familiar 
with  the  building  inside — ^with  the  interior  of  these  two  buildings. 

Mr.  Hall.  I  am  familiar  with  the  finish  of  the  two  buildings.  T 
should  say  the  Hibbs  Building  would  cost,  in  my  estimation,  about 
10  to  11  cents  more. 

IMr.  Douglas.  Ten  to  ele^'en  cents  more? 

Mr.  Hall.  Ten  to  eleven  cents  more. 

Mr.  Douglas.  But  not  more  than  that? 

Mr.  Hall.  Not  in  my  opinion. 

Mr.  Douglas.  Then  the  Hibbs  Building  has  marble  on  the  front, 
and  only  on  the  front  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  Mr.  jVshford,  I  believe,  testified  that  that  marble 
was  very  much  more  expensive  than  terra  cotta.  I  would  like  to  ask 
you,  if,  as  a  matter  of  fact,  the  terra  cotta  finish  of  the  Southern 
Building  is  not  more  expensive  than  the  grade  of  marble  on  the  Hibbs 
Building  ? 

Mr.  Hall.  No,  sir. 

Mr.  Douglas.  It  is  not  ? 

Mr.  Hall.  No,  sir. 

Mr.  Douglas.  Considering  ihe  very  large  area,  the  number  of 
square  feet,  on  the  outside  finish  of  the  Southern  Building,  it  would 
make  the  finish  on  the  Southern  Building  very  much  more  expensive 
in  that  way,  proportionately  ? 

Mr.  Hall.  That  is  very  possible.  I  was  comparing  the  square 
feet  here — one  against  the  other. 

Mr.  George.  I  think  Mr.  Ashford  testified  as  to  the  difference  in 
the  roofing. 

Mr.  Douglas.  Yes;  he  testified  about  the  very  expensive  copper 
cornice.  I  know  about  four  or  five  gentlemen  tried  to  find  the  copper 
cornice,  but  could  not  find  it. 

Mr.  Hall.  It  is  up  around  on  the  sides. 

Mr.  Douglas.  On  the  windows? 

Mr.  Hall.  There  is  a  cornice,  and  then  there  are  dormer  windows 
in  the  corner  of  the  roof. 

Mr.  Redfield.  You  say  there  is  a  cornice  of  copper  ? 

Mr.  IIall.  Yes,  sir. 

Mr.  Redfield.  It  runs  all  around  the  building  ? 
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Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  I  believe  you  stated  there  was  a  difference  of  10  or 
11  cents  in  cost  between  the  Southern  Building  and  the  Hibbs  Build- 
ing?    . 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  Is  there  any  way  by  which  you  can  arrive  at  the 
relative  cost?     ' 

Mr.  Hall.  I  could  come  closer  than  that  by  having  the  plans  and 
specifications  of  the  Hibbs  Building  and  making  an  examination  of 
the  plans  and  specifications,  getting  all  those  things  which  are  speci- 
fied and  reading  up  in  the  construction  and  making  an  examination 
of  the  Hibbs  Building. 

Mr.  Eedheld.  What  is  the  roof  of  the  Hibbs  Building  ? 

Mr.  Hall.  I  have  never  been  on  the  roof.  That  is  one  of  the 
things  I  would  have  to  do. 

Mr.  EEDriELD.  Can  you  not  determine  from  what  you  can  see  of  it 
what  is  the  nature  of  the  roofing  ? 

Mr.  Hall.  Absolutely  not. 

Mr.  Redeield.  What  is  the  roof  of  the  Southern  Building? 

Mr.  Hall.  It  is  slag ;  composition  roof. 

Mr.  Eedeield.  Slag? 

Mr.  Hall.  Yes,  sir. 

Mr.  Eedeield.  Do  you  know  what  the  concrete  construction  be- 
tween the  floors  of  the  Hibbs  Building  is  ? 

Mr.  Hall.  I  do  not. 

Mr.  Redfield.  Do  you  know  what  the  concrete  construction  be- 
tween the  floors  of  the  Southern  Building  is? 

Mr.  Hall.  I  merely  know  from  the  specifications  that  the  floor 
construction  is  tiled  with  a  cinder  fill,  the  usual  form  of  construction. 

Mr.  Redfield.  Cinder  fill? 

Mr.  Hall.  Yes. 

Mr.  Redfield.  Is  that  cinder  concrete  or  just  loose  cinders? 

Mr.  Hall.  It  is  a  cinder  concrete  . 

Mr.  Redfield.  A  cinder  concrete? 

Mr.  Hall.  Yes,  sir. 

Mr.  Redfield.  Do  you  know  what  the  proportions  are  ? 

Mr.  Hall.  I  do  not  recall  them  in  detail  at  this  minute. 

Mr.  Redfield.  Was  it  stated? 

Mr.  Hall.  In  the  specifications ;  yes,  sir. 

Mr.  Redfield.  Is  not  that  a  high-class  type  of  floor  construction? 

Mr.  Hall.  Yes,  sir ;  it  is  considered  a  good  form  of  floor  construc- 
tion. 

Mr.  Redfield.  Is  it  considered  the  best  form  ? 

Mr.  Hall.  In  my  opinion ;  yes. 

Mr.  Redfield.  Is  it  the  usual  form  ? 

Mr.  Hall.  With  a  good  many  people  it  is  usual. 

Mr.  Redfield.  In  office  buildings? 

Mr.  Hall.  In  office  buildings. 

Mr.  Redfield,  And  the  floors  are  fastened  upon  sleepers  imbedded 
in  cinder  concrete? 

Mr.  Hall.  Yes,  sir.  That  same  form  of  construction  was  used  in 
the  wooden  floors  in  the  Union  Station. 

Mr.  Peouty.  In  determining  the  carriage  cost,  as  it  finally  enters 
the  cost  of  the  building,  would  you  carry  interest  charges  upon  the 
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land  or  mortgages  upon  the  land  as  a  part  of  the  ultimate  cost  to 
the  owner? 

Mr.  Hall.  You  mean  if  I  were  an  owner  ? 

Mr.  Peoutt.  Yes. 

Mr.  Hall.  If  I  were  an  owner  I  should,  but  I  am  not  testifying 
as  an  owner. 

Mr.  Pbouty.  If  3'ou  were  testifying  as  an  appraiser,  would  you? 

Mr.  Hall.  Let  me  understand  you  clearly.  You  mean  in  figuring 
up  the  complete  cost  of  operation  to  the  owner,  and  if  I  were  ap- 
pointed to  appraise  the  property 

Mr.  Pbouty  (interposing).  I  am  talking  about  the  building  cost. 

Mr.  Hall.  Then  I  should  not  compute  any  interest  upon  the  land 
if  I  were  figuring  the  building  cost ;  no. 

Mr.  PBOXjrr.  That  is  all  I  have. 

Thereupon,  at  12.45  o'clock,  a  recess  was  taken  until  2  o'clock  p.  m. 

AFTEB  BECESS. 

The  subcommittee  met.  pursuant  to  the  taking  of  recess,  at  2 
o'clock  p.  m. 

Mr.  Dor(iL.\s.  I  will  call  Mr.  Emmert. 

STATEMENT  OF  MR.  LOUIS  H.  EMMERT. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  DoroLAS.  ^Ir.  Emmert.  give  to  the  stem  grupher  your  full 
name,  residence,  and  occupation. 

Mr.  EMjrERT.  Louis  H.  Emmert. 

Mr.  Douglas.  Mi:  Emmert,  how  long  have  you  lived  in  "Wash- 
ington? 

Mr.  Emmebt.  Sixty-two  years. 

Mr.  Douglas.  All  your  life? 

Mr.  Emjiebt.  Yes,  sir. 

Mr.  Douglas.  You  are  a  builder  and  contractor? 

Mr.  Ejimebt.  Yes,  sir. 

Mr.  Douglas.  Have  you  done  much  building  in  Washington? 

Mr.  Emjiert.  Yes,  sir;  I  have  done  my  share  of  it. 

Mr.  Douglas.  What  kind  of  buildings,  generally '. 

Mr.  Ejimebt.  All  kinds;  residences,  apartment  houses,  and  ware- 
houses. 

Mr.  Douglas.  All  kinds  of  buildings? 

Mr.  Emmebt.  Yes,  sir. 

Mr.  Douglas.  Mr.  Emmert,  have  you  had  occasion  to,  or  been 
requested  to  make  a  calculation  as  to  what  it  would  cost,  conserva- 
tively, to  build  the  Southern  Building  at  this  date,  or  in  November 
«r  October  of  1912? 

Mr.  Emmert.  Yes,  sir. 

Mr.  Douglas.  State  to  the  committee  what,  in  your  judgment,  would 
be  a  proper  figure,  on  whatever  basis  you  see  proper  to  base  it — 
I  mean,  to  make  the  calculation. 

Mr.  Emmebt.  The  amount? 

Mr.  Douglas.  I  mean — well,  first,  state  how  much  you  think  it 
would  cost  to  reproduce  that  building  as  it  is. 

Mr.  Emmebt.  $1,090,000. 
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Mr.  Douglas.  $1,090,000? 

Mr.  Emmert.  $1.90. 

Mr.  Douglas.  How  is  that? 

Mr.  Emmeet.  $1.90. 

Mr.  Douglas.  Well,  now  state  to  the  committee  how  you.  arrive 
at  that  figure. 

Mr.  Emmeet.  By  measuring  up  the  plans  and  cubing  it. 

Mr.  Douglas.  Have  you  gone  over  the  building  for  that  purpose  ? 

Mr.  Emmeet.  Yes,  sir. 

Mr.  Douglas.  Carefully? 

Mr.  Emmeet.  The  building  and  plans. 

Mr.  Douglas.  The  building  and  plans,  both  ? 

Mr.  Emmeet.  Yes. 

Mr.  Douglas.  By  "  plans, "  of  course,  you  mean  to  include  the 
specifications  of  the  building? 

Mr.  Emmeet.  Yes,  sir;  certainly. 

Mr.  Douglas.  You  have  gone  carefully  over  the  building  itself, 
just  as  it  is  to-day,  and  you  have  gone  over  the  original  plans  and 
specifications  of  the  building? 

Mr.  Emmert.  Yes,  sir. 

Mr.  Douglas.  And  you  say,  in  your  judgment,  it  will  cost  a  million 
and  ninety  thousand  dollars  to  reproduce  it? 

Mr.  Emmeet.  Yes,  sir. 

Mr.  Douglas.  Just  as  it  stands? 

Mr.  Emmert.  Yes,  sir. 

Mr.  Douglas.  Now,  state  how  you  arrived  at  that,  as  much  in  de- 
tail as  you  can.  I  do  not  know  how  much  detail  you  can  give,  but 
state  to  the  committee  how  you  arrive  at  the  conclusion  that  it  would 
take  a  million  and  ninety  thousand  dollars  to  reproduce  it. 

Mr.  Emmert.  Well,  as  we  always  do  in  our  business,  in  making  up 
estimates,  by  taking  the  plans  and  reading  over  the  specifications  and 
measuring  up  the  plans. 

Mr.  Douglas.  Did  you  make  an  estimate  on  the  basis  of  the  cubic 
feet  in  the  building? 

Mr.  Emmeet.  Yes,  sir. 

Mr.  Douglas.  At  what  price  per  cube  did  you  put  it  ? 

Mr.  Emmeet.  Forty-two  cents. 

Mr.  Douglas.  Forty-two  cents? 

Mr.  Emmert.  Yes. 

Mr.  Douglas.  Did  you  hear  this  morning  the  testimony  of  Mr, 
Brainerd,  of  the  firm  of  Carere  &  Hastings,  New  York  ? 

Mr.  Emmert.  No,  sir. 

Mr.  Douglas.  You  did  not? 

Mr.  -Emmert.  No,  sir.     I  was  in  court  all  the  morning. 

Mr.  Douglas.  You  were  in  court  all  the  morning  ? 

Mr.  Emmert.  Yes,  sir ;  as  a  juryman. 

Mr.  Douglas.  Mr.  Chairman,  I  think  those  are  all  the  questions  I 
have  for  the  witness. 

Mr.  Johnson.  Mr.  Kedfield? 

Mr.  Eedfield.  No. 

Mr.  Johnson.  Mr.  George? 

Mr.  George.  Forty-two  cents  a  cubic  foot? 

Mr.  Emmert.  Yes,  sir. 

Mr.  George.  For  the  Southern  Building? 
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Mr.  Emmert.  Yes,  sir. 

Mr.  Johnson.  Judge  Prouty? 

Mr.  Proutt.  No. 

Mr.  Douglas.  That  will  do,  Mr.  Emmert. 

Mr.  Chairman,  I  regret  to  have  to  apologize  to  the  committee  and 
to  ask  for  indulgence  m  examining  the  witnesses.  My  program  has 
been  somewhat  disarranged.  I  will  have  Mr.  Lipscomb  here  in  a  few 
moments.  He  is  on  his  way  up  to  the  Capitol  here,  and  then  we  will 
have  Mr.  Darneille  here.  If  there  is  no  objection,  I  will  examine  Mr. 
Brown  now,  and  save  time. 

Mr.  Johnson.  We  have  no  objection.  Just  pursue  your  own 
course. 

Mr.  Douglas.  I  am  really  trying  to  save  the  committee's  time.  I 
am  sorry  that  my  witnesses  are  not  all  here.  Mr.  Brown,  will  you 
come  around? 

STATEMENT  OF  MK.  HERBERT  R.  BROWN. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Douc^LAs.  'Sir.  Brown,  I  am  not  going  to  ask  you  any  detail 
questions,  but  I  will  ask  you  the  preliminary  question  if  you  have 
had  occasion  to  study  with  more  than  usual  care  the  question  of  real 
estate  values  in  the  business  section  of  Washington,  with  special  ref- 
erence to  wliat  is  known  as  the  financial  district? 

Mr.  Bnowx.  I  liave. 

]Mr.  Dou(;las.  Now,  I  am  going  to  ask  you  if  you  will  state  to  the 
committee  in  your  own  way  just  what  opinions  you  have  formed  as 
to  the  values  of  property  in  the  region  of  the  Southern  Building,  and 
of  the  Southern  Building  land  itself,  and  give  your  reasons  for  what 
you  have  to  say  on  the  subject. 

Mr.  Beown.  I  have  paid  special  attention  to  the  trend  of  values 
throughout  the  business  section  especially  lying  west  of  Ninth  Street 
and  running  into  the  vicinity  of  the  Southern  Building,  and  from 
there  westward,  even  to  Connecticut  Avenue.  It  is  evident  to  any 
person  who  is  examining  the  trend  of  values  in  that  section  that  they 
have  been  tending  toward  the  crest  in  the  neighborhood  of  G  Street 
and  Fifteenth  on  the  south  and  Fifteenth  and  H  on  the  north.  Those 
two  points  seem  to  indicate  the  crest  of  values. 

Mr.  Douglas.  Fifteenth  and  what? 

Mr.  Beown.  Fifteenth  and  H  on  the  north. 

Mr.  Douglas.  And  where  on  the  south  ? 

Mr.  Brown.  Fifteenth  and  G. 

Mr.  Douglas.  Fifteenth  and  G? 

Mr.  Beown.  Yes,  sir.  Those  values  are  still  advancing  and  will 
continue  to  advance  with  the  development  of  those  regions.  Speak- 
ing first  of  Fifteenth  and  G,  the  recent  purchase  there  of  what  is 
known  as  the  Home  Life  Building  by  interests  affiliated  with  the 
Citizens  Savings  Bank  shows  values  close  to  a  hundred  dollars  a  foot 
for  that  corner,  and  I  have  been  informed  by  Mr.  Walters,  who  is 
actively  interested  in  the  Citizens  Savings  Bank,  that  they  stand 
ready  to  pay  $100  a  foot- 

Mr.  Douglas  (interposing).  Ready  to  do  what? 

Mr.  Brown.  To  pay  $100  a  foot  for  the  remaining  land  included 
in  the  Thompson  Building,  or  where  the  Thompson  drug  store  is, 
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and  the  Nairn  property,  if  they  can  ever  get  the  two  in  a  single  hold-^ 
ing ;  and  that  is  recognition  of  the  value  of  plottage  in  very  valuable 
property  of  that  character,  that  if  enough  can  be  gotten  together  to 
justify  the  erection  of  a  modern  building  of  sufficient  size  to  be  char^ 
acteristically  a  modern  structure,  there  is  great  increment  in  the  value 
of  the  ground  from  the  very  fact  of  the  plottage,  from  the  very  fact 
of  the  assembling  of  that  much  property  formerly  held  in  separated 
holdings  into  a  single  holding.  I  think  that,  perhaps,  is  exemplified 
even  in  a  more  marked  degree  in  the  transaction  involved  in  the  pur- 
chase of  the  Arlington  Hotel  site. 
Mr.  Johnson.  Is  this  man  whom  you  have  just  mentioned — I  da 

not  recall  the  name 

Mr.  Brown.  Mr.  Walters. 

Mr.  Johnson.  Is  he  financially  able  to  carry  out  a  financial  trans- 
action of  that  size? 

Mr.  Brown.  He  and  his  associates  unquestionably  are.  The  Ar- 
lington Hotel  site  is  a  more  marked  exa,mple.  There  were  perhaps 
10  separate  parcels,  as  shown  on  the  plat  book,  involved  in  the  Arling- 
ton Hotel  site,  although  they  were,  at  the  time  of  the  sale,  held  in  a 
single  holding.  One  would  start,  for  instance,  on  I  Street,  and  take- 
one  of  the  inside  lots ;  if  that  were  to  be  purchased  as  a  separate  lot, 
one  would  be  paying  perhaps  an  excessive  price  for  it  if  they  paid  as 
high  as  $7  a  foot,  as  a  separate  lot,  because  as  a  separate  lot  it  has 
no  distinctive  high  value ;  it  could  only  be  used  for  a  small  building ; 
but  the  moment  it  is  sunk  and  merged  into  the  rest  of  the  lots  involv- 
ing the  Arlington  Hotel  site  it  becomes  worth  two  or  three  times  as. 
much  as  it  was  before  and  shares  in  the  value  which  has  been  de- 
scribed, of  $24.50  a  foot  for  the  entire  site.  So,  in  judging  a  portion 
of  the  Arlington  Hotel  site  as  part  of  a  composite  site,  you  have  to 
judge  it  as  part  of  a  composite  site  and  not  as  a  separate  lot.  Now, 
coming  back  to  the  Southern  Building  site,  we  find  the  same  condi- 
tion ;  an  unusually  economical  lot  in  area  and  in  proportions,  in  loca- 
tion, to  make  it,  in  my  judgment,  more  valuable  per  foot  than  the 
diagonally  opposite  lot  of  the  Union  Trust  Co.,  which,  to  my  judg- 
ment, does  not  begin  to  present  the  advantages  of  the  Southern  Build- 
ing site.  The  owners  of  the  Union  Trust  Building  themselves  seem 
to  have  much  the  same  idea,  as  exemplified  in  their  operations,  for 
they  have  bought  the  adjacent  property  on  H  Street,  in  order  to 
make  their  holding  a  more  economical  holding,  of  better  shape,  and 
of  better  proportions. . 
Mr.  Douglas.  They  bought  how  many  feet,  do  you  remember  ? 
Mr.  Brown.  I  do  not  know  just  what  the  lot  is. 
Mr.  Douglas.  Fifty  or  sixty  feet? 

Mr.  Brown.  But  I  do  know  that  they  have  extended  their  property 
holding  in  that  direction.  In  the  view  of  modern  construction  opera- 
tions it  requires  a  holding  of  upward  of  20,000  feet  in  the  city  of 
Washington  to  make  a  really  ideal  office  building  site.  The  big  office 
building  is  to-day  a  sort  of  a  small  city,  and,  within  certain  ranges  of 
size,  the  larger  the  lot  the  better,  because  you  bring  more  businesses 
and  more  professions  and  more  occupations  together  at  one  point,  and' 
it  is  that  community  of  interests  which  is  thereby  established  which 
adds  very  largely  to  the  value  of  a  location.  Now,  if  we  started  back 
in  the  history  of  the  Southern  Building,  at  the  time  of  its  acquisition 
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from  the  church  people — ^from  the  church  authorities — its  value  could 
have  been  held  down  to  some  price  approximating  its  purchase,  if  it 
had  been  badly  used.  If  an  inadequate  building  had  been  placed 
there,  and  if  it  had  been  split  up  into  several  small  holdings,  why, 
it  would  have  stamped  that  neighborhood,  so  far  as  the  use  of  that 
site  was  concerned,  of  low  grade,  instead  of  that,  we  find  a  very 
valuable  building,  exemplifying  a  high  style  of  architecture  and  of 
utility,  placed  there,  and  the  very  erection  of  the  building  itself  not 
only  added  to  the  value  of  all  other  property  converging  on  that 
point,  but  it  also  naturally  must  have  added  in  no  small  degree  to  the 
value  of  the  site  itself,  because  it  further  stamped  the  location  with 
high-class  buildings  and  with  high-class  businesses.  To  what  extent 
that  value  may  increase  in  the  futuie  can  be  predicated  upon  what 
will  be  developed,  we  will  say,  first,  on  the  erection  of  the  Arlington 
Hotel,  and,  second,  from  the  future  of  the  square  of  which  the  Shore- 
ham  is  a  part.  If,  with  the  building  of  the  Arlington  Hotel,  the 
Shoreham  ceases  to  pay  as  a  hotel,  it  is  quite  evident  that  its  fate,  is 
to  be  merged  with  the  rest  of  the  square,  and  it  is  generally  believed 
in  financial  circles,  although  no  testimony  has  been  adduced  to  that- 
effect,  that  it  will  eventually  fall  into  the  hands  of  Mr.  McLean,  who 
owns  the  entire  rest  of  the  square,  and  that  then  that  entire  square 
will  be  j)robably  sold  and  developed  for  a  large  department  store, 
and  that  would  seem  to  be  the  future  of  next  five  or  six  years.  In 
that  case  that  entire  square  occupied  by  the  Shoreham  Hotel  and 
McLean  properties  would  be  worth  forty-five  or  fifty  dollars  a  foot, 
and  a  convenient  corner  like  the  Southern  Building  would  be  apt  to 
go  to  about  $7")  a  foot.  I  should  say,  without  question,  it  would  grOw 
to  $75  a  foot. 

Mr.  DoroLAs.  "\Miat  do  you  think  is  the  present  value  of  the 
Southern  site^ 

Mr.  Brown.  Why,  I  should  say  it  was  somewhere  between  $45 
and  $50.     Pretty  close  up  to  $50. 

Mr.  Douglas.  You  think  that  is  conservative,  do  you? 

Mr.  Bkown.  Oh,  it  is  very  conservative.  It  is  advancing  so 
rapidly  that  any  price  that  might  be  stated  now  would  be  a  low  price 
in  a  year  from  now. 

Mr.  Douglas.  Mr.  Brown,  putting  it  at  $45  a  foot,  and  taking  the 
sale  price  of  it  from  the  church  four  years  ago,  which  was  in  Janu- 
ary, 1909,  I  believe  that  would  be  an  increase,  at  $45  a  foot,  of  $27 
a  foot,  which  would  be  150  per  cent.  Do  you  consider,  taking  into 
account  the  surrounding  conditions,  that  that  is  unusual  or  re- 
markable ] 

Mr.  Brown.  Xo  ;  but  I  think  the  church  sold  it  at  a  low  price. 

Mr.  Douglas.  You  think  the  church  sold  the  property  at  a  low 
price  ? 

Mr.  Brown.  Yes ;  I  think  they  sold  under  conditions  which  failed 
to  realize  as  much  as  could  have  been  realized  for  the  property,  but 
I  would  not  consider  150  per  cent  advance  at  all  remarkable. 

Mr.  Douglas.  I  suppose,  Mr.  Brown,  in  reaching  your  conclusion, 
you  have  taken  into  account  the  sales  of  property  and  the  prices  at 
which  they  are  held  from  all  four  points  of  the  compass,  reckoning 
from  the  Southern  Building  corner  intersection  there? 

Mr.  Bkown.  Well,  I  have  really  started  more  from  Fifteenth  and 
G  Streets  and  followed  the  wave  of  values  as  they  have  worked  up  to 
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and  past  the  Southern  Building,  rather  than  taking  Fifteenth  and 
H  as  my  initial  point. 

Mr.  Douglas.  You  have  taken  as  a  central  point  Fifteenth  and  G  ? 

Mr.  Bkown.  Yes. 

Mr.  Douglas.  Or  Fifteenth  and  New  York  Avenue? 

Mr.  Brown.  Yes;  I  have  worked  from  there  north,  rather  than 
working  from  the  Southern  Building  site  as  the  first  point  of  contact. 

Mr.  DoTJGLAS.  Mr.  Brown,  is  it  not  true  in  large  cities,  like  Chicago, 
New  York,  Boston,  and  other  cities,  that  they  have  the  system  of 
appraising  property  reduced  pretty  much  to  a  science  ? 

Mr.  Brown.  Yes;  it  is  what  might  be  called  a  science  based  on 
experience. 

Mr.  Douglas.  Yes.  Would  you  mind  stating,  for  the  enlightenment 
of  all  of  us,  about  what  those  systems  are ;  how  they  arrive  at  values ; 
for  instance,  from  the  standpoint  of  a  corner  lot  compared  to  an 
inside  lot,  and  the  effect  on  the  value  of  a  lot  of  putting  a  building 
upon  it  which  has  an  earning  capacity?  Give  us  what  you'  know 
about  that,  briefly. 

Mr.  Brown.  The  basis  or  rule  of  modern  appraisal  of  real  estate 
really  finds  its  foundation  in  a  construction  which  was  given  by 
Judge  Hoffman,  of  one  of  the  New  York  courts,  not  many  years  ago, 
who,  in  appraising  some  realty  under  court  procedure,  laid  down 
a  general  rule,  as  the  result  of  experience,  that  the  first  50  feet  of 
a  hundred-foot  lot,  an  inside  lot,  was  worth  two-thirds  of  the  entire 
value  of  the  lot,  and  that  rule  was  subsequently  extended,  without 
any  material  modification,  by  what  is  known  as  the  "  Neill  rule," 
that  distributed  that  value  over  every  10  feet  of  a  hundred-foot  lot, 
showing  a  gradation  in  value  from  the  front  of  the  lot  to  the  rear. 
Then  using  that  as  a  basis,  and  extending  it  even  to  lots  of  150  feet 
in  depth,  a  practical  rule  was  established  which  now  finds  general 
acceptance  in  cities  all  over  the  country ;  not  merely  in  probate  pro- 
cedure for  the  settlement  of  estates,  but  now  with  shrewd  real  estate 
handlers,  as  a  practical  plan  for  determining  the  values  of  various 
portions  of  a  lot,  and  of  lots  varying  in  depth,  and  to  that  is  added 
what  is  known  as  "  corner  influence." 

In  other  words,  if  we  have  a  street  with  a  value  of  $50  a  front 
foot — not  a  front  foot,  but  $50  a  square  foot — and  a  street  at  right 
angles  to  it,  in  which  the  inside  lots  are  -worth  $30  a  square  foot,  it 
has  been  found,  as  the  result  of  experience,  that  the  corner  will  carry 
first,  the  value  of  the  major  street,  of  the  street  of  greater  value,  and 
then  from  50  to  60  per  cent  of  the  value  of  the  street  of  minor  value. 
So  that  is  carried  into  the  corner  lot,  and  extends  anywhere  from  50 
to  150  feet  each  way  on  the  two  streets.  In  other  words,  the  corner 
influence  may  extend  from  50  to  150  feet  in  both  directions  from  the 
corner.  It  is  generally  found  that  if  there  is  a  great  divergence  in 
values  between  the  two  streets,  as,  for  instance,  one  street  in  which 
values  are  $100  a  foot,  and  a  cross  street  in  which  the  values  sud- 
denly drop  to  $10  a  foot,  that  the  minor  street  has  small  effect  on  the 
value  of  the  corner  lot,  but  if  the  two  streets  are  anywhere  near  in 
range  as  to  values,  that  the  comer  lot  appreciates  in  much  greater 
degree  from  the  6ffeet  of  the  two  streets. 

Mr.  Douglas.  If  the  site  runs  on  two  streets  of  approximately  the 
same  values? 
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Mr.  Bro^vn.  Yes;  approximately;  It  will  run,  in  that  case,  as 
high  as  60  per  cent  increment. 

Mr.  Douglas.  Now,  how  is  that  increment  of  60  per  cent  added; 
^by  putting  the  whole  lot  on  the  basis  of  the  inside  lot's  price  ? 

Mr.  Brown.  Yes. 

Mr.  Douglas.  And  then  adding  60  per  cent  to  the  whole  area  on 
■account  of  the  corner  lot's  influence  ? 

Mr.  Brown.  Yes.  If  you  go  into  the  thing  in  any  fine  detail,  why, 
.you  lay  out  a  plat  of  the  size  of  the  lot,  and  cut  it  into  squares  10 
-feet  each  on  the  side,  and  then  absolutely  reckon  each  10  square  feet, 
in  order  to  get  your  aggregate,  but  for  general  purposes  you  can  take 
.your  general  values. 

Mr.  Douglas.  Is  that  considered  a  practicable,  sensible,  and  reason- 
able rule  ? 

Mr.  Brown.  Oh,  yes;  it  is  done  in  every  large  city,  and  in  every 
up-to-date  assessment  rule  it  is  the  custom.  It  simplifies  it  and  recti- 
'fies  the  assessment  work,  and  takes  the  element  of  guess  out  of  it,  and 
it  is  the  result  of  accumulated  experience.  It  is  used  in  Chicago,  in 
New  York,  in  Cleveland,  which  is  one  of  the  best  assessed  cities  in 
the  country.  New  York  is  now  getting  to  be  very  well  assessed.  It  is 
being  applied  in  Boston,  and  it  has  been  applied  recently  in  Colum- 
•bus,  Ohio,  and  in  Springfield,  Ohio.  It  has  been,  for  a  number  of 
.years,  applied  in  St.  Paul,  Minn.,  and  within  the  last  three  years  it 
has  been  applied  in  nearly  every  city  in  Texas.  Texas  has  taken  up 
this  matter  of  appraisals,  and  gone  into  it  very  thoroughly. 

Mr.  Douglas.  And  that  system  is  used  for  appraising  property  for 
the  purposes  of  assessment  for  taxation  ? 

Mr.  Brown.  It  is  used  not  only  for  the  purposes  of  appraising 
property  for  assessment  for  taxation,  but  for  court  purposes,  for  the 
determination  of  the  settlement  of  estates,  as  well  as  by  business  men 
•themselves,  who  want  to  feel  that  their  investments  are  soundly  based. 

Mr.  Douglas.  Mv.  Brown,  taking  this  modern  method  of  apprais- 
ing property  and  applying  it  to  the  existence  of  an  alley  on  one 
side  of  a  property — not  a  blind  alley,  but  one  which  runs  through 
from  street  to  street — how  is  that  treated  and  what  valuation  is  put 
upon  a  lot  because  of  the  presence  of  such  an  alley  ? 

Mr.  Brown.  An  alley  is  considered  as  merely  a  minor  street.  It 
is  a  public  utility,  and,  like  all  public  utilities,  reflects  far  more 
than  its  value  as  a  private  proposition  upon  adjacent  properties.  In 
other  words,  such  an  alley  as  is  found  on  one  side  of  the  Southern 
Building  adds  to  the  value  of  the  Southern  Building  nearly,  if  not 
quite,  as  much  as  though  the  alley  were  privately  owned  by  the 
Southern  Building  and'  terminated  with  the  rear  of  the  Southern 
Building.  In  other  words,  it  furnishes  the  Southern  Building  ac- 
cess on  that  side  and  a  minor  thoroughfare  all  the  way  through  to 
Fourteenth,  and,  more  particularly,  it  furnishes  the  easement  of  light 
and  air  for  a  nine-story  building;  and  I  am  quite  strongly  inclined 
to  the  opinion  that  you  could  add  from  75  to  80  per  cent  to  the  value 
-of  the  alley  if  it  were  privately  held,  to  the  value  of  the  Southern 
^Building  site  on  account  of  its  access,  and,  particularly,  on  account 
of  the  easement  for  light  and  air.  Supposing  it  were  not  there; 
■suppose  you  had  a  blind  wall.  Why,  that  side  of  the  Southern 
Building,  if  it  were  to  be  rebuilt^  would  have  to  have  serious  deep 
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insets  in  order  to  furnish  light  and  air  to  that  side  of  the  building. 
Mr.  Douglas.  Mr.  Brown,  reaching  the  value  from  another  angle — 
that  of  earning  capacity — will  you  state  what  has  been  your  study 
and  observation  of  business  properties  in  Washington  as  to  the  per- 
centage on  which  they  are  capitalized — the  earning  capacity? 

Mr.  Brown.  Business  property  in  Washington,  like  business  prop- 
erty in  any  well-established  city — any  other  cities — is  getting  beyond 
the  point  of  the  barter  of  the  market.  Buying  and  selling  in  real 
estate  is  the  passing  phase.  It  is  the  holding  of  real  estate  and  the 
fixity  of  real  estate,  as  an  investment,  which  finally  determines  its 
value.  In  that  sense  and  in  that  way  it  becomes  its  income-producing 
quality  that  determines  its  capitalization,  and  where  you  have  a  per- 
manent city  like  Washington,  with  values  in  the  business  section 
well  fixed,  the  holder  of  that  class  of  property,  in  nine  cases  out  of 
ten,  regards  it  as  better  than  a  Government  bond,  and  would  not 
exchange  it  on  the  basis  of  its  earning  capacity,  its  net  earning  ca- 
pacity, for  Government  bonds,  because  they  regard  it  as  better  than 
a  Government  bond.  This  is  the  seat  of  the  Government;  it  is  per- 
manent ;  and  no  matter  what  happens  elsewhere,  this  is  the  last  place 
to  surrender.  I  have  heard  prominent  men  say  that.  No  matter 
what  attacks  may  be  made  on  the  Government,  it  will  always  protect 
its  heart.  The  vital  point  is  here.  I  know  of  properties  here  which 
could  not  be  bought  on  a  capitalization  of  a  3  per  cent  basis  in  the 
business  section.  They  are  too  good  an  investment  and  too  perma- 
nent, too  sure. 

Mr.  Douglas.  It  is  certainly  safe  to  capitalize  on  the  basis  of  4 
per  centj  is  it  not  ? 

Mr.  Beown.  Yes;  it  is  entirely  safe  to  capitalize  on  the  basis  of 
4  per  cent;  and  if  you  take  the  properties  in  Washington  and  find 
them  paying  4  per  cent  net  they  are  doing  better  than  I  think  they 
are.  I  do  not  know  of  any  such  properties.  The  big  buildings  which 
we  have  had  a  chance  to  compare  closely — for  instance,  the  Union 
Trust  Co.,  by  Mr.  Stellwagen's  own  statement,  is  nOt  paying  net 
over  3.  The  testimony  in  regard  to  the  Washington  Loan  &  Trust 
Co.,  which  was  brought  out  a  number  of  years  ago  in  another  in- 
vestigation, showed  that  it  was  paying  net  not  to  exceed  3. 

Mr.  Douglas.  Will  you  figure  what  the  Southern  Building  would 
be  worth  on  that  basis  ? 

Mr.  Beown.  On  the  basis  of  3  per  cent? 

Mr.  Douglas.  Yes ;  on  the  basis  of  3  per  cent,  with  a  gross  earning 
capacity  of  $150,000? 

Mr.  Beown.  Well,  I  should  have  to  be  advised  of  its  net  earning 
capacity. 

Mr.  Douglas.  Well,  let  us  take  it  at  the  very  lowest  estimate. 
You  mean  the  net  earning  capacity  ? 

Mr.  Beown.  Yes ;  in  order  to  capitalize  it  on  the  basis  of  its  net 
earning  capacity  I  would  have  to  know  its  net  earnings. 

Mr.  Douglas.  We  will  say  $90,000,  Mf.  Brown. 
,Mr.  Beown.  $90,000  is  3  per  cent  on  $3,000,000. 

Mr.  Douglas.  What  would  it  be  on  a  net  earning  capacity  of 
$80,000? 

Mr.  Beown.  $2,666,000,  in  round  figures. 

Mr.  Douglas.  What  would  it  be  at  $70,000? 

Mr.  Beown;  $2,333,000. 
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Mr.  Douglas.  Assuming  that  the  Union  Trust  Co.  Building  is 
Avorth  $1,165,000,  with  a  gross  earning  capacity  of  $65,800;  taking 
those  two  things  as  true  and  correct,  and  taking  the  earning  capacity 
of  the  Southern  Building  at  $150,000,  what  would  that  make  that 
property  worth,  when  compared  in  that  way  with  the  Union  Trust 
Building? 

Mr.  Beown.  If  you  will  accept  slightly  round  figures  I  should 
say 

Mr.  Douglas.  Yes;  that  is  what  I  mean;  just  substantially. 

Mr.  Beown.  I  should  say  that  that  indicates  that  the  Union  Trust 
Building  was  at  present  earning  gross  about  5.6  per  cent. 

Mr.  Douglas.  Gross;  yes. 

Mr.  Beown.  Which  would  make  the  Southern  Building  worth 
in  round  figures  $2,600,000,  on  a  similar  basis  of  comparison. 

Mr.  Douglas.  I  will  ask  you,  as  an  expert,  if  it  is  not  a  proper 
Basis  of  comparison  ? 

Mr.  Beown.  Accepting  the  valuation  placed  on  the  Union  Trust 
Building  by  its  owners 

Mr.  Douglas  (interposing) .  Which  may  be  too  high 

Mr.  Brown  (interposing).  As  the  correct  basis — I  am  inclined  to 
think  they  are  a  little  high;  I  do  not  think  the  building  is  worth 
that ;  I  do  not  think  that  is  a  very  good  office  building.  I  think  it  is 
apt  to  fall  off  from  obsolescence  very  much  faster  than  the  Southern 
Building  would.  I  do  not  think  it  was  a  very  well  designed  propo- 
sition. The  ground,  I  think,  was  too  narrow.  If  they  could  have 
waited  until  they  acquired  the  adjacent  piece  of  property,  as  they 
have  now  done,  they  would  have  had  a  much  better  property,  but 
assuming  that  the  valuation  is  conservative,  it  figures  out,  on  that 
basis 

Mr.  DouGLAM  (interposing).  Considering  its  size,  the  presence  of 
the  alley,  and  every  other  thing  that  enters  into  it,  how  would  you 
compare  those  four  corners — ^me  Shoreham  Hotel,  the  Southern, 
the  Union  Trust  Co.,  and  the  Woodward  Building? 

Mr.  Beown.  Why,  the  Southern  Building  has  much  the  better 
location.  It  has  the  better  outlook.  It  faces  to  the  south  and  west, 
which,  I  think,  is  a  great  advantage.  It  has  the  alley.  It  is  the 
better  sized  lot ;  in  other  words,  an  office  building  of  that  size  brings 
together  a  larger  community  of  interests  than  is  possible  on  either 
of  the  other  three  sites.  I  should  say  that  the  Southern  had  the 
better  location,  the  better  size,  and  the  better  adjacent  conditions. 

Mr.  Douglas.  And,  specifically,  the  substantial  advantage  of  the 
aUey? 

Mr.  Beown.  Oh,  yes ;  the  very  great  advantage. 

Mr.  Douglas.  Your  judgment  is  that  in  five  years  that  property 
will  be  worth  $75  a  foot? 

Mr.  Beown.  It  depends  on  what  happens  to  the  McLean  square. 

Mr.  Douglas.  Yes? 

Mr.  Beown.  If  that  McLean  square  is  adequately  improved,  I 
should  say  beyond  question  it  will  go  to  $75  a  foot. 

Mr.  Douglas.  Mr.  Chairman,  those  are  all  the  questions  I  care  to 
ask  Mr.  Brown. 

Mr.  Kedfield.  Mr.  Brown,  what  is  your  opinion  of  the  value  of 
the  building  itself? 

Mr.  Beown.  I  do  not  think  I  am  competent  to  pass  on  the  building. 
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ifr.  Redfield.  You  have  seen  Mr.  Lipscomb's  slateiuent  Unit  llie 
building  is  worth  $976,000.  Can  you  say  whether,  in  your  judgmeul, 
that  is  a  correct  valuation? 

Mr.  Bbown.  I  would  not  like  to  pass  on  that  without  haviii<>-  made 
a  personal  study  of  the  building,  and  1  ha\i'  not  done  that,  ^Mr. 
Eedfield. 

Mr.  Eedfield.  Have  you  no  opinion  as  to  the  character  of  (lie 
structure,  as, to  whether  it  is  a  well-built  structure  or  not  ^ 

Mr.  Bkown.  I  would  not  like  to,  on  the  stand,  attempt  to  nive  an 
opinion  of  that  sort  without  having  gone  into  it  with  s(-nie  detail. 
.1  might  be  doing  an  injustice  either  way,  Mr.  Redfield. 

JStr.  Kedeieed.  That  is  all. 

Mr.  Pkouty.  Mr.  Brown,  in  figuring  the  value  of  jn-operty  from 
its  income,  do  }'0U  take  into  consideration  the  incumbrances  that  me 
on  the  land  and  the  rate  of  interest  that  tliey  1  ear  i 

Mr.  Brown.  I  beg  your  pardon.  I  missed  a  word  in  that,  judge. 
Will  you  just  read  that  question? 

Question  read  by  the  reporter. 

Mr.  Brown.  No;  I  do  not.  I  Avould  say  this,  though,  Judge,  that 
on  any  large  property  to-da}'  a  well-jdaced  nu)rtgage  makes  the 
property  easier  to  handle  in  the  market  and  is  considered  a  great 
advantage  x>ver  a  property  which  does  not  bear  such  an  incumbrance, 
in  the  sense  that  it  can  be  handled  on  a  smaller  capital,  and  the  finan- 
cial bridge  is  crossed.  It  is  exactly  like  building  a  railroad.  If  the 
bond  issue  is  placed,  the  problem  of  building  the  railroad  is  very 
much  simplified.  It  is  the  financing  of  the  proposition  which  is  one 
of  the  great  difficulties  and  which  is   entitled  to  consideration. 

Mr.  Proutt.  Well,  do  you  know  of  any  mortgages  which  are  being- 
placed  on  Washington  property  at  the  rate  of  3  per  cent  ? 

Mr.  Broavn.  No,  sir;  I  do  not  think  there  are  any. 

Mr.  Protjty.  Do  you  know  of  any  at  4-  ? 

Mr.  Brown.  I  am  under  the  impression  that  a  good  many  have 
been  placed,  but  money  is  going  up,  and  I  do  not  think  there  are 
many  being  placed  at  4  now. 

Mr.  Pbotjty.  Well,  let  me  put  this  hypothetical  question  to  you : 
Suppose  that  the  property  was  worth  $2,000,000.  on  the  basis  you 
4re  figuring  of  3  per  cent  net  income ;  suppose  there  was  a  mortgage 
on  that  for  $1,000,000  at  6  per  cent,  would  there  be  then  any  net  in- 
come to  the  owner  of  the  property? 

Mr.  Brown.  No. 

Mr.  Prouty.  And  the  million  dollars  that  he  would  have  invested 
in  that  would  not  bring  him  anything? 

Mr.  Brown.  No. 

Mr.  Prouty.  So,  do  you  not  think  there  is  a  fallacy  in  your  argu- 
ment or  your  deductions  that  3  per  cent  is  a  fair  Ijasis  to  figure  on  in 
determining  that  question  of  value? 

Mr.  Brown.  No;  because  3  per  cent,  as  a  basis  to  figure  on,  has 
nothing  to  do  with  the  mortgages  at  all.  It  would  not  liave  anything 
more  to  do  with  it  than  the  man's  imprcnidence  in  spending  his 
income  after  he  got  it. 

Mr.  Prouty.  Well,  let  us  take  it  in  the  case  we  have  before  us. 
We  will  say  the  property  is  worth  $2,000,000  and  there  is  $1,300,000 
of  incumbrances  upon  it,  bearing  interest  practically  at  an  average  of 
71391— No!  15—13—^ 
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5i  per  cent ;  now.  in  figuring  the  net  income  from  that,  do  you  not 
take  into  consideration  the  difference  between  the  income  that  the  man 
would  get  from  it  and  the  amount  he  had  to  pay  on  thet^e  mortgages? 

Mr.  Browx.  Judge,  allow  me  to  suggest  that  there  is  a  great  dif- 
ference between  figuring  on  the  value  of  a  property  and  figuring  on 
the  value  of  an  equity,  and  when  we  are  figuring  on  the  net  income  of 
a  property  we  are  not  figuring  on  the  equity.  If  we  separate  those 
two.  we  will  a\oid  any  confusion  of  definitions.  T  -am  figuring 
merely  vu  the  value  of  the  property.  If  we  were  figuring  the  propo- 
sition of  the  equity,  we  would  have  something  very  different.  If 
this  second  mortgage,  for  instance,  were  bearing  6  per  cent,  it  would 
be  a  matter  of  good  financing  to  get  rid  of  the  second  trust  entirely 
and  consolidate  it  into  a  single  mortgage,  and  I  think  it  would  not  be 
so  difficult  to  do. 

I  will  even  state  further — possibly  this  might  throw  some  light  on 
the  subject,  because  at  this  point  you  are  merely  getting  an  opinion 
from  me — that  if  these  two  insurance  companies  wanted  to  strengthen 
their  hands  they  would  endeavor  to  have  the  whole  property  under- 
written at  $2,000,000  by  responsible  concerns.  In  that  case  there 
coidd  be  no  (juesticju  as  to  the  standing  of  tl.is  property  on  their 
books,  and  I  am  (|uite  sure,  too — and  this  i.;.  of  course,  again  a 
statement  of  opinion — that  if  these  two  insurance  companies  would 
place  in  the  hands  of  responsible  people  an  option  to  purchase  the 
property  at  $2,000,000  in  five  years,  on  the  condition  that  it  would 
be  underwritten  at  $2,000,000,  they  would  not  have  any  great  diffi- 
culty in  cai'ryiug  that  ]n'(i))osition  thi'ough.  and  I  think  whoever  got 
the  underwriting  would  make  a  lot  of  money. 

Mr.  Prui  TV.  You  are  getting  away  from  the  question  I  am  asking, 
however.  You  have  attempted  to  say  here  that  property  as  a  perma- 
nent investment  is  a  good  proposition  at  3  per  cent. 

Mr.  Brown.  Yes;  m  Washington  business  property. 

ilr.  I'eolt-^-.  "Well,  any  place,  for  that  matter 

Mr.  Brown  (interposing).  No,  not  any  place.     I  do  not  say  that. 

Mr.  Proitv.  AVell.  3  per  cent  is  3  per  cent,  if  it  brings  it. 

^Ir.  Brown.  Yes.  3  per  cent  is  3  per  cent,  but  I  do  not  say  that  of 
any  place.  I  particularly  referred  to  Washington  as  the  heart  of 
the  Nation. 

Mr.  Prpvtv.  It  strikes  me  you  are  running  in  a  circle. 

[Mr.  Brown.  But  I  am  staying  in  the  center  of  the  circle. 

]Mr.  Prouty.  If  ycu  put  the  value  of  this  property  at,  we  will  say, 
$2,000,000  because  it  will  earn  3  per  cent  on  that  amount  of  money, 
who  would  Avant  to  invest  in  it  if  the  mortgages  actually  on  the 
projierty  consumed  more  than  the  amount  that  you  would  get  out 
of  it?  What  would  there  be  in  it  for  the  man  "who  had  the  other 
million  dollars  or  $700,000  of  his  money  in  it  ? 

Mr.  Brown.  The  mortgage  is  a  temporary  matter,  but  the  invest- 
ment may  be  a  ^ery  permanent  matter;  and  when  we  are  talking 
about  a  3  per  cent  basis  in  Washington  on  very  valuable  properties 
we  are  talking  about  an  ownership  by  people  who  do  not  carry  mort- 
gages; who  own  in  fee,  unincumbered.  We  will  take  such  cases  as 
the  Union  Trust  Co.  or  the  Washington  Loan  &  Trust  Co.  If  there 
are  any  mortgages  on  those  buildings  it  is  because  the  banking  con- 
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cerns  that  own  them  can  make  more  on  their  money  and  therefore 
prefer  to  carry  mortgages  in  order  to  have  the  use  of  that  much 
more  capital,  but  none  the  less,  those  properties  are  paying  only 
about  3  per  cent. 

Mr.  Peouty.  Well,  would  an  intelligent  maii  invest  in  real  estate 
as  an  investment — as  a  revenue  producer — when  two-thirds  of  the- 
money  that  he  put  into  it  he  borrowed  and  had  to  pay  more  for  the 
interest  on  that  loan  than  the  entire  income  received  from  his 
property  ? 

Mr.  Brown.  I  have  known  of  such  cases — of  very  shrewd  people 
doing  that. 

Mr.  Pkouty.  Well,  would  you  call  that  shrewd? 
Mr.  Brown.  Why,  sojne  of  the  shrewdest  operations  I  have  ever 
known  were  on  that  basis. 

Mr.  Proutv.  Well,  you  are  getting  away  from  the  point  and  get- 
ting into  the  realm  of  speculation  and  not  confining  yourself  to  a 
proposition  of  investment. 

Mr.  Brown.  A  speculation  turns  into  an  investment  finally. 
Mr.  Peotjty.  Do  you  think  this  would  be  a  good  proposition  as  an 
investment,  if  they  could  get  3  per  cent  on  it  ? 

Mr.  Brown.  Yes ;  I  say  so  because  of  the  increment  in  value.  You 
will  get  a  good  deal  more  after  a  while. 

Mr.  pROUTY.  For  instance,  if  there  are  $1,300,000  of  incumbrances 
on  this  property,  say,  at  an  average  of  5^  per  cent,  the  interest  charge 
would  be  $71,500  a  year.  If  the  fellow  did  not  have  any  mortgages 
on  there  at  all  and  carried  it  as  an  investment,  as  you  say,  he  would 
get  $60,000  a  year  out  of  it.  would  he  not  ? 

Mr.  Brown.  You  ask.  If  he  had  not  mortgages  on  it  at  all  ? 
Mr.  Peotjty.  If  he  had  no  mortgages  on  it  at  all  and  carried  it  at 
3  per  cent,  he  would  get  $60,000,  would  he  not  ? 
Mr.  Brown.  Yes. 

Mr.  Peouty.  That  is  on  your  basis  of  investment  at  3  per  cent  ? 
Mr.  Beown.  Yes. 

Mr.  Prouty.  Now,  what  is  there  in  it  for  the  investor — leave  out 
the  speculator — what  is  there  in  it  for  the  investor  if  he  pays  out 
$71,500  and  only  gets  a  return  upon  his  investment  of  $60,000? 

Mr.  Brown.  You  are  stating  a  hypothetical  case  and  not  a  prac- 
tical case. 

Mr.  Peouty.  I  am  stating  the  facts  in  this  case,  substantially. 
Mr.  Brown.  I  must  say  I  fail  to  see  the  facts. 

Mr.  Peouty.  Well,  there  are  $1,300,000  of  incumbrances  on  thiy 
property  ? 
Mr.  Brown.  Yes. 

Mr.  Peoui-y.  Eight  hundred  thousand  drawing  5  per  cent  ? 
Mr.  Brown.  Yes. 

Mr.  Peouty.  And  five  hundred  thousand  drawing  6  per  cent  ? 
Mr.  Beown.  Yes. 

Mr.  Peouty.  Now,  for  convenience  in  figuring  it,  I  have  made  it 
5^  per  cent,  instead  part  at  5  per  cent  and  part  at  6  per  cent  ? 
Mr.  Brown.  Yes. 

Mr.  Prouty.  On  the  basis  of  5i  per  cent  vou  would  have  to  pnv  "ut 
$71,500  in  interest? 

Mr.  Beown.  Noav,  so  far  we  are  dealing  with  facts. 
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^[r.  PuouTY.  Yes.  Xow,  you  say  it  would  be  a  perfectly  good  in- 
vestment for  that  fellow  to  own  that  land  clear  if  he  onlv  srot  $60,000 
out  of  it? 

Mr.  Bbomx.  Xow  we  are  getting  into  hypotheses. 

Mr.  Peoutt.  Yes ;  but  it  is  your  hj^pothesis. 

Mr.  Brown.  Oh,  do  not  start  off  "by  stating  facts  and  then  go  off 
onto  a  hypothesis.  I  do  not  see  how  that  can  be  reconciled.  I  will 
put  it  this  way.  that  if  a  man  has  money  to  put  into  that  property, 
if  he  has  capital,  and  he  wants  to  buy  that  property  and  clear  the 
encumbrances,  he  can  afford  to  buy  it  on  a  3  per  cent  basis. 

Mr.  Peox  TY.  Xow,  to  get  down  to  something  practical 

Mr.  Brown  (interposing).  That  is  practical. 

ilr.  Peouty.  Supposing  I  had  $700,000  and  had  come  to  you  as 
an  investor — leave  out  speculation — and  said  to  you,  "  I  can  buy  this 
Southern  laroperty.  an  equity  in  it,  for  $700,000,"  and  you  would 
guarantee  to  me  I  would  make  3  per  cent  interest  on  my  investment, 
would  I  not  have  to  get  more  than  3  per  cent  out  of  it  to  do  that? 

Mr.  Brown.  I  do  not  believe  I  carried  that,  Judge. 

Mr.  Prouty.  A^'ell,  I  will  go  back  to  it  again. 

Mr.  Brown.  It  seems  to  me  if  you  ^^'ill  take  my  statement  as  T 
made  it  and  not  complicate  it  with  other  conditions  it  will  be  clear. 
Just  take  it  as  it  stands,  then  we  will  not  get  into  any  <;onfusion  about 
it.  This  is  what  I  say,  and  what  I  have  said  from  the  beginning, 
that  there  is  plenty  of  property  in  Washington,  in  the  business  area, 
that  is  held  on  a  3  per  cent  basis,  and  I  demonstrated  it  by  quoting 
the  buildings  and  the  testimony.  Xow,  I  do  not  think  this  committee 
needs  to  complicate  itself  with  a  lot  of  other  conditions.  Either  that 
fact,  as  stated  on  the  stand  by  Mr.  Stellwagen  and  as  stated  by  me 
here  on  the  stand,  is  true  or  it  is  not  true.  Either  the  Union  Ttust 
Co.  is  held  on  a  3  per  cent  basis,  as  Mr.  Stellwagen  declared  to  be  the 
fact,  or  you  had  better  recall  Mr.  Stellwagen  and  examine  him 
further. 

Mr.  Prouty.  I  have  all  I  can  do  to  examine  one  fellow  at  a  time. 

Mr.  Brown.  All  right.  Now,  because  this  building  is  carrying  two 
mortgag-es  it  does  not  affect  at  all  the  fact  that  a  person  who  wanted 
a  good  permanent  investment  could  buy  that  property  on  a  3  per 
cent  basis. 

Mr.  Prouty.  You  seem  to  get  away  every  time  from  what  I  am 
trying  to  get  at. 

^Ir.  Brown.  I  do  not  want  to  run  into  a  dilemma  of  part  facts  and 
part  hypothesis. 

jNIr.  Prouty'.  But  we  always  have  to  test  hypotheses  by  facts. 

^fr.  Beom'n.  So  long  as  you  do  not  mix  the  two. 

Mr.  Prouty.  Xow,  you  stated  that  a  man,  as  an  investment — not  a 
speculation — could  invest  in  property  in  Washington  with  an  income 
of  3  per  cent  net  and  that  you  would  call  it  a  good  investment,  be- 
cause it  is  better  than  a  Government  bond? 

Mr.  Brown.  Yes ;  plenty  of  it  is  held  that  way.  That  is  what  I 
said. 

]\Ir.  Prouty.  I  believe  you  gave  it  as  your  judgment  that  that 
would  be  a  good  investment  upon  the  basis  of  figuring  the  value  of 
this  property 

Mr.  Brown  (interposing).  I  was  asked  to  figure  it  on  several  bases. 
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Mr.  Peouty.  Well,  that  is  one  of  the  bases.  Let  us  only  have  one 
at  a  time. 

Mr.  Brown.  All  right. 

Mr.  Peouty.  Well,  now,  if  as  a  matter  of  fact  the  encumbrances 
on  that  property  will  themselves  more  than  consume  all  your  hypo- 
thetical income,  would  you  say  that  that  would  be  a  good  investment? 

Mr.  Bkown.  No;  nor  if  it  burned  down  I  would  not  say  it  was  a 
good  investment. 

Mr.  Peouty.  I  did  not  say  that. 

Mr.  Beown.  But  I  am  adding  that. 

Mr.  Peouty.  That  is  superfluous.  Most  of  the  members  of  this 
committee  understand  that  the  building  if  it  should  be  burned  down 
would  not  be  worth  as  much  as  it  is  now.  That  is  an  entirely  super- 
fluous remark. 

Mr.  Brown.  All  right,  but  you  complicated  your  question. 

Mr.  Peouty.  This  building  is  now  encumbered  to  the  extent  of 
$1,300,000,  at  5-}  per  cent  interest,  approximately 

Mr.  Beown  (interposing).  Yes. 

Mr.  Peouty.  Now,  if  the  investment  was  only  worth  3  per  cent,  that 
would  not  be  enough  to  pay  the  interest  on  the  encumbrances  on  the 
property,  wovild  it? 

Mr.  Douglas.  How  is  that? 

Mr.  Peouty.  Your  income  from  it  would  not  be  enough  to  pay  the 
interest  charges  against  it. 

Mr.  Douglas.  Do  you  mean  at  the  present  rate  of  income  ? 

Mr.  Beown.  At  the  rate  of  the  present  income  it  would  not ;  no. 

Mr.  Peouty.  I  am  asking  him  this  question,  whether  or  not  the  3 
per  cent  which  he  has  thus  described  as  the  basis  he  uses  in  determin- 
ing the  value  of  that  property  would  be  sufficient  to  pay  the  interest 
charges  against  it  and  leave  anything  for  the  investor  ? 

Mr.  Bkown.  Certainly  it  would  not. 

Mr.  Peouty.  In  other  words,  he  would  get  no  return  out  of  it,  and, 
according  to  your  figures,  he  would  have  to  pay  $11,000  in  addition, 
from  some  other  source  ? 

Mr.  Beown.  Certainly ;  it  would  be  an  improvident  investment  on 
the  basis  of  the  mortgages. 

Mr.  Peouty.  I  thought  you  said  the  mortgages  did  not  make  any 
difference,  and  that  is  what  I  am  trying  to  get  at. 

Mr.  Beown.  We  have  to  consider  it  as  two  different  propositions. 
If  you  want  to  consider  the  building  with  the  mortgages  on  it,  ask 
me  the  question,  and  I  will  tell  you  Avhere  we  stand. 

Mr.  Peouty.  Men  do  not  ordinarily  invest  in  equities  unless  they 
expect  to  get  more  out  of  the  property  in  income  than  sufficient  to 
pay  the  loans  on  it,  do  they  ? 

Mr.  Beown.  Very  frequently  they  do. 

Mr.  Peouty.  Well,  if  you  leave  out  speculation,  they  do  not? 

Mr.  Beown.  No  ;  not  if  you  leave  out  speculation. 

Mr.  Peouty.  Well,  I  have  used  your  term,  "  investment." 

Mr.  Beown.  Yes;  but  they  very  seldom  leave  out  speculation.  In 
other  words,  they  are  looking  for  the  increment  of  the  future. 

Mr.  Peouty.  Well,  I  am  only  testing  your  statement. 

Mr.  Beown.  All  right. 

Mr.  Peouty.  I  am  trying  to  find  out  whether  you  would  advise  the 
purchase  of  property  on  a  straight  3  per  cent  investment,  when  it 
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was  encumbered  by  mortgages  the  interest  on  which  wouhl  more  than 
consume  the  return  from  your  investment. 

Mr.  Brown.  You  mean  merely  buying  the  equity'  and  carry  on 
these  mortgages  ? 

Mr.  Peouty.  Yes. 

Mr.  Bkown.  Xo.  On  that  theory  it  is  not  a  good  investment,  but, 
on  the  contrary,  if  a  person  has  sufficient  capital  to  invest  there  is 
plenty  of  property  to-day  being  bought  in  Washington,  or  refused 
sale  in  Washington,  where  there  is  a  3  per  cent  capitalization  offer. 

ilr.  Peouty.  Xow,  coming  to  this  specific  building,  the  fact  that 
it  has  mortgages  on  it  does  not  cut  any  figure,  in  your  estimation 't 

Mr.  Beown.  In  mj  estimate  of  a  3  per  cent  basis? 

Mr.  Peouty.  Yes. 

Mr.  Beown.  I  did  not  estimate  it  on  ti  3  per  cent  basis  with  that 
fact  in  view,  and  you  will  find  nowhere  in  my  testimony  that  I  so 
estimated  this  building. 

^Ir.  Peouty.  "Well,  Mr.  Douglas  asked  you  the  specific  question  as 
to  what  value  you  would  put  upon  this  property,  supposing  that  your 
estimate  of  3  per  cent  earning  was  correct. 

Mr.  Brown.  Well,  that  was  a  mere  matter  of  arithmetic.  It  was 
not  a  matter  of  my  opinion. 

.Mr.  Dorci.AS.  You  will  remember  he  said  he  would  put  it  on  the 
basis  .of  $3,000,000? 

Mr.  Peouty.  Yes. 

Mr.  Beown.  I  was  doing  certain  arithmetic,  but  I  did  not  say  that 
was  my  opinion. 

Mr.  Peouty.  But  you  said  if  it  returned  3  per  cent  that  that  would 
be  the  way  to  figure  its  value? 

Mr.  Beown.  Yes ;  it  is. 

Mr.  Peouty.  And,  according  to  that,  j^ou  made  this  property  worth 
about  $3,000,000? 

Mr.  Beown.  On  that  basis. 

Mr.  Peouty.  Do  you  think  it  is  worth  $3,000,000  ? 

^Ir.  Brown.  As  an  investment? 

Mr.  Prouty.  Yes. 

^Ir.  Beown.  Yes. 

Mr.  Peouty.  Leaving  out  speculation? 

^Ir.  Beown.  Xo;  I  do  not  intend  to  leave  out  speculation. 

yir.  Peouty.  You  think  it  would  be  a  good  speculation? 

Mr.  Beown.  Yes.  In  other  words,  the  increment  of  the  future 
would  be  a  very  good  investment  proposition. 

Mr.  Peouty.  I  am  leaving  out  speculation  and  referring  to  it  only 
as  an  investment. 

Mr.  Beown.  I  do  not  see  how  they  can  be  separated. 

^Ir.  Proi  TY-.  You  said  it  was  as  good  as  a  Government  bond? 

Mr.  Brown.  Yes. 

Mr.  Prouty.  There  is  no  increase  in  Government  bonds  ordinarily, 
is  there? 

!Mr.  Brown.  Xo;  Government  bonds  are  tending  to  lower  values, 
while  this  class  of  property  is  going  up. 

Mr.  Peouty.  You  said  it  would  be  as  good  an  investment  as  a 
Government  bond? 
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Mr.  Brown.  I  said  that  there  are  a  good  many  peoi^le  in  Wayh- 
ington  who  held  that  kind  of  property  who  rcijard  it  as  lierter  tlian 
a  Government  bond. 

Mr.  Prouty.  The  only  thing  I  am  trying  to  find  out  is  whether  it 
is  your  judgment  that  property  which  is  consumed  by  mortgages 
already  on  it — whether  that  fact  has  any  effect  upon  its  value  in 
figuring  its  value  from  its  income? 

Mr.  Brown.  Let  us  see  if  our  minds  meet  on  the  question,  and  then 
T  can  answer  it  in  better  fashion.  I  would  say  that  property  had 
no  equity  value,  but  the  property,  considered  by  itself,  unless  the 
mortgages  were  tied  to  it  in  such  a  way  they  could  not  be  shaken 
loose,  the  property  itself  is  not  affected  by  the  mortgages  at  all. 

Mr.  Prouty.  I  suppose  the  mortgages  could  be  paid  off — T  never 
heard  of  one  that  could  not — if  you  had  the  money. 

Mr.  Broavn.  Sometimes  they  can  not. 

Mr.  Prouty.  I  never  heard  of  a  perpetual  mortgage. 

■Mr.  Brown.  No;  they  can  be  paid  off  at  maturity,  but  not  before 
maturity  sometimes. 

Mr.  Prouty.  I  think  that  is  all,  Mr.  Brown. 

Mr.  Douglas.  I  have  a  few  more  questions,  unless  the  committee 
has  something. 

Mr.  George.  No. 

Mr.  Douglas.  Mr.  Brown,  let  us  test  this  out  in  another  way. 
Suppose  the  Union  Trust  Ck).  should  place  a  mortgage  of  $700,000 
on  this  property  at  6  per  cent;  it  would  be  a  net  charge  of  $42,000, 
would  it  not  ? 

Mr.  Brown.  Yes,  sir. 

Mr.  Douglas.  Assuming  its  gross  income  to  be  $65,000,  and  it  had 
the  usual  expenses  of  operation — say  33J  per  cent,  or  thereabouts — 
would  it  earn,  then,  3  per  cent  on  the  $1,150,000? 

Mr.  Brown.  Well,  without  putting  it  on  paper,  I  do  not  see  that 
it  would. 

Mr.  Douglas.  The  property  would  not  be  worth  anything  to  the 
Union  Trust  Co.  with  a  mortgage  on  it,  would  it?  I  mean  testing 
it  out  the  same  way  Judge  Prouty  tests  it. 

Mr.  Brown.  Testing  it  out  on  that  basis,  it  would  not  have  any 
value  whatever,  unless  I  misunderstand  the  judge's  point  of  view. 

Mr.  Douglas.  And  the  way  to  cut  down  overnight  the  value  of 
property  25  or  50  or  100  per  cent  is  just  to  improvidently  put  a 
mortgage  on  it  and  increase  the  amount  of  interest;  and  then  your 
property  is  gone  and  it  becomes  the  property  of  the  mortgagee  in- 
stead of  the  mortgagor  ? 

Mr.  Broavn.  Yes. 

Mr.  Douglas.  But  the  land  and  building  is  there  and  the  gross 
and  net  earning  capacity  is  there;  and  your  position  is  that  when  you 
come  to  appraise  that  property  as  a  piece  of  property,  the  land  and 
building  in  combination,  that  it  does  not  make  any  difference  whether 
the  mortgages  are  on  it  or  off  of  it,  for  the  [jurpose  of  determining 
what  its  real  value  is? 

Mr.  Brown.  No;  because  the  title  to  the  jnoperty  is  somewhere. 
It  is  either  in  the  holder  of  the  equity  or  the  holder  of  the  mortgnge. 
The  property  is  not  changed  by  the  encumbraiiccs  any  more  than  it  is 
by  the  disposition  of  the  income  by  the  person  after  he  receives  it. 
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Mr.  DoiGLAS.  And  the  :'.  per  cent  suggestion  of  yoiii-s  was  simply 
a  slateiiient  of  what  you  found  out  to  be  the  fact  as  to  the  basis  of 
capitalizing  business  properties  in  Washington? 

Mr.  T?R()^^•^;.  '^'es:  that  is  the  general  condition  of  the  valuable 
business  projTcrti^z's  in  Washington. 

'Slv.  Dot  ci.As.  And  it  is  a  fact,  is  it  not,  that  the  Washington 
Loan  it-  Trust  Co.  and  the  Union  Trust  C^o.  buildings  both  are  now 
owned  and  carried  on  a  basis  of  about  3  per  cent? 

'Sir.  Bkown.  AlK)ut  a  ?>  per  cent  basis  on  the  net  income. 

ilr.  T)(u-oi.As.  Now.  Mr.  Brown,  coming  back  to  the  mortgage 
proposition,  and  treating  it  as  a  question  of  the  wisdom  or  unwi.sdom 
of  the  purchase  of  an  equity,  I  will  ask  you  this :  Assuming  that  the 
earning  capacity  of  this  building  is  $156,000,  and  assuming  that  the 
cost  ot  operation  of  the  building  amounts  to  $22,500,  and  that  the 
taxes  on  the  pro])erty  amount  to  $13,500,  that  would  make  the  cost 
of  operation  and  taxes  $46,000? 

Ml-.  Brown.  1  beg  your  pardon;  you  said  $22,500? 

Mr.  DoroLAs.  Yes.  That  would  make  $46,000 — no ;  it  would  make 
$8(1,000 ;  and  allowing  $4,000  for  odds  and  ends,  including  insurance, 
would  run  it  up  to  $40,000,  would  it  not? 

Afr.  Brown.  Yes. 

Mr.  Douglas.  And  allowing  $10,000  for  vacancies  and  repairs, 
which  we  will  assume  were  not  included  in  the  $22,500,  it  would  re- 
duce tlie  net  rental  of  the  I^uilding — the  net  earnings  of  the  building 
to  ^100.000,  would  il  not? 

Mr.  Brow'n.  "^'es. 

Mr.  DorcLAs.  The  interest  on  the  first  mortgage  now  on  the 
Southern  Building  is  $40,000;  that  is,  5  per  cent  on  $800,000? 

Afr.  Brown.  Yes. 

]Mr.  Dovor.As.  And  the  outstanding  second  and  third  mortgages 
aggregate  $ri(l0.000  at  6  per  cent,  and  that  is  $30,000,  is  it  not? 

Mr.  Brown.  Yc>. 

]Mr.  I)ui-oi> AS.  That  subtracted  from  the  hundred  thousand  dollars 
net.  leaves  $30,000.  does  it  not? 

]\Ir.  Beoavn.  Yes. 

Mr.  Dot  GLAS.  And  is  not  that  OA'er  4^  per  cent,  even  on  the  basis 
of  the  equity  valued  at  i^TOO.OOO? 

;\rr.  Brown.  Let  me  see.     That  Avould  be  4|  per  cent. 

ilr.  DoTOLAS.  "i'es :  even  on  the  so-called  inflation  of  the  value  of 
this  property? 

Mr.  Brown.  Yes. 

>.[r.  Douglas.  On  $700,000? 

]Mr.  Brown.  Yes. 

Mr.  Doi(;las.  Let  us  assume  that  these  gentlemen  paid,  say, 
$300,000  for  their  equity;  on  the  basis  of  the  actual  purchase  price  it 
would  be  netting  10  per  cent,  would  it  not  ? 

ilr.  Brown.  Let  me  get  that. 

^Ir.  Douglas.  Assume  that  they  paid  $300,000  for  their-  equity, 
wjjich  they  now  say  is  worth  $700,000. 

Mr.  Brown.  Yes. 

ifr.  Doufii.As.  That  would  be  a  yield  for  the  insurance  companies, 
net.  of  10  per  cent  ? 

^Ir.  Brown.  Yes :  on  the  actual  cash  invested. 
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Mr.  Douglas.  On  the  actual  cash  invested. 

Mr.  Beoavn.  Yes. 

Mr.  Douglas.  And  assume  that  there  is  a  substantial  profit  in  this 
proposition  somewhere  between  $300,000  and  $700,000,  would  it  not 
seem  to  you  as  a  business  man  that  that  was  a  very  desirable  and 
commendable  purchase  on  their  part? 

Mr.  Bkown.  That  goes  into  a  field  in  which  I  could  only  spealc  as 
a  man  on  the  street. 

Mr.  Douglas.  Well,  I  will  strike  out  the  question.  The  purchase 
becomes  a  safe  one ;  you  will  say  that,  will  you  not  ? 

Mr.  Bkown.  I  think  so ;  yes. 

Mr.  DougiaAS.  And  a  profitable  one,  from  the  aspect  of  the  specu- 
lative side  of  it,  does  it  not? 

Mr.  Brown.  Yes ;  from  the  speculative  side.  I  do  not  like  the  use 
of  the  word  "  speculation." 

Mr.  Douglas.  Well,  I  will  say  "  the  increment  side." 

Mr.  Beown.  Where  you  have  a  sure  thing  like  this,  where  the 
values  of  properties  are  going  up,  I  do  not  see  any  speculation  to  it. 

Mr.  Douglas.  Well,  I  will  use  the  words  "potential  increase" 
there. 

Mr.  Beown.  Yes. 

Mr.  Douglas.  Let  me  go  one  step  further  and  see  if  we  can  not 
clear  this  matter  up.  Let  us  assume  that  the  Southern  Building  was 
bought  by  these  gentlemen  of  the  Commercial  Fire  and  First  Na- 
tional Fire,  around,  say,  the  middle  of  October  or  thereabouts ;  that 
this  appraisement  was  made  on  the  31st  day  of  October,  and  the 
appraisement  was  challenged  the  first  two  or  three  days  of  Decem- 
ber, within  30  days  thereafter,  and  then  the  investigation  began 
during  that  month — ^let  us  assume  all  that^ — do  you  not  think  it  is  fair 
to  assume  that  these  gentlemen  have  not  yet  had  an  opportunity  of 
revamping  the  building  or  its  finances,  so  as  to  put  it  in  the  best  pos- 
sible shape,  along  the  lines  you  suggested  a  moment  ago  ? 

Mr.  Beown.  Well,  I  would  say  that  no  material  change  in  the 
building  or  in  the  property  itself  had  occurred  in  that  time. 

Mr..  Douglas.  That  is  scarcely  time  within  which  to  do  it  ? 

Mr.  Brown.  No;  it  seems  the  crux  of  that  is  what  we  have  seen 
in  organizations  all  through  the  country  everywhere,  as  well  as  here, 
in  which  a  property  weakly  held  has  fallen  into  the  hands  of  people 
who  hold  it  strongly. 

Mr.  Douglas.  Now,  Mr.  Brown,  suppose  in  the  next  six  months 
or  the  next  three  or  four  months — we  will  assume  that  these  gentle- 
men are  entitled  to  the  consideration  of  all  other  corporations  and 
individuals — let  us  assume  that  in  the  next  six  months  they  should 
see  piroper  to  pay  off  the  second  and  third  mortgages,  which  are  due 
within  two  years  from  this  date,  with  the  right  to  redeem  them  at 
any  time ;  suppose  they  shotild  pay  off  the  $500,000  on  the  second  and 
third  mortgages,  or — what  would  be  even  more  against  them — let  us 
assume  they  would  pay  off  but  $300,000  of  the  second  and  third 
mortgages,  would  it  not  be  perfectly  feasible  and  easy  of  accom- 
plishment to  then  negotiate  a  loan  of  $1,000,000  at  4i  or  .5  per  cent 
on  that  property  ? 

Mr.  Beown.  You  mean  as  a  first  mortgage? 

Mr.  Douolas.  As  a  first  mortijage  on  a  permanent  investment? 
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:Mr.  Brown.  Taking  my  judgment  for  what  it  is  worth,  I  should 
sav  so,  yes ;  without  question. 

Mr.  Douglas.  And  at  n  per  cent,  even,  which  would  be  a  very  high 
rate  to  pay .     . 

Mr.  Beoavx  (interposing.)  In  other  words,  you  would  be  inside 
the  value  of  the  ground  alone. 

Mr.  DoiGLAS.  Yes :  and  5  per  cent  is  a  pretty  high  rate  of  interest 
on  a  i?1.000,000  mortgage,  is  it  not  ? 

Mr.  Brown.  Yes:  I  should  say,  if  the  market  was  right,  you  could 
squeeze  that  a  little. 

:\Ir.  Douglas.  Let  us  put  it  at  5  per  cent.  Suppose  the  net  earning 
capacity  of  this  building  is  $100,000.  Then  5  per  cent  on  $1,000,000 
would  leave  them  $50,000  net  to  themselves? 

Mr.  Brown.  Yes. 

Mr.  Douglas.  ^Aliich  would  be  5  per  cent  on  another  $1,000,000? 

Mr.  Brown.  Yes. 

2>Ir.  Douglas.  That  is  all  I  have  to  ask  the  witness. 

Mr.  Prouty.  Suppose  the  interest  on  the  mortgages,  the  taxes,  in- 
surance, and  care,  would  consume  all  the  income,  what  would  the 
equity  be  worth  ? 

Mr.  Brom'n.  If  that  were  a  permanent  condition,  nothing. 

Mr.  Prouty.  That  is  all. 

Mr.  Cari'si.  I  would  like  to  have  just  two  questions  along  that 
line.  Speaking  of  the  value  of  the  equity  itself,  as  distinguished 
from  the  value  of  the  property,  how  would  that  he  affected  by  the 
fact  that  the  party  holding  it  had  both  the  right  to  pay  off  at  any 
time  the  incumbrances,  bearing  a  comparatively  high  rate  of  inter- 
est, and  had  tlie  financial  ability  at  any  time  to  pay  off  these  incum- 
brances? 

Mr.  Brown.  Mr.  Carusi,  that  is  the  crux  of  the  whole  situation. 
There  is  all  the  difference  in  the  world  between  a  permanent  condi- 
tion in  which  the  income  is  wiped  out,  under  a  hypothetical  state- 
ment, and  a  practical  condition,  in  which  the  holders  of  the  fee  have 
the  right  to  rearrange  finances  on  a  favorable  basis.  The  financing 
of  this  building,  so  far  as  that  junior  mortgage  is  concerned, -seems 
to  have  been  the  result  of  the  stress  of  circumstances,  and  under 
usual  conditions — not  extremely  favorable,  but  under  usual  condi- 
tions— they  would  improve  the  situation  financially. 

Mr.  Carusi.  You  do  not  know  what  the  fact  is  with  respect  to  the 
right  of  the  present  owners  of  the  property  to  pay  those  second  and 
third  mortgage  bonds  off  at  their  option,  do  you  ? 

Mr.  Broavn.  Xo  ;  I  do  not  know  the  terms  of  the  mortgage. 

Mr.  Prouty.  Mr.  Brown,  let  me  see  if  I  understand  you  now.  I 
understood,  from  my  examination  of  you,  that  it  was  your  opinion 
that  the  putting  of  a  mortgage  on  a  piece  of  property  and  the  rate  of 
interest  it  bore  did  not  affect  the  question  of  the  value  of  the  prop- 
erty ? 

Mr.  Brown.  Of  the  property  as  a  whole? 

Mr.  Prouty.  Yes. 

Mr.  Brown.  The  terms  of  the  mortgage  might  affect  the  sale  of 
the  property  very  much. 

Mr.  Prouty.  Well,  I  understood  that  to  be  your  testimony,  that 
the  putting  of  a  mortgage  on  there  and  the  rate  of  interest  it  bore 
did  not  have  any  effect  on  the  value. 
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Mr.  Bkown.  Of  the  property  as  a  whole. 

Mr.  Peouty.  Xow  I  understand  you  to  say  that  the  paying  off  of 
a  mortgage  does  affect  the  value.  How  do  you  harmon.ize  those  two 
theories  ? 

Mr.  Bkown.  The  conditions  under  which  a  mortgage  is  placed 
will  affect  the  financial  condition  of  a  building  very  much;  but  we 
have  a  very  simple  matter  here,  I  think. 

Mr.  Peouty.  Well,  is  not  that  an  admission  that  a  mortgage  being 
on  there  does  affect  its  value,  when  you  say  the  right  to  pay  it  on 
does  affect  its  value  ? 

Mr.  Bkown.  No.  Let  us  see  if  we  can  not  get  together  and  make 
this  plain.  Here  is  a  piece  of  property  which  is  to  be  brought  to 
sale.  If  a  good  title  can  be  given  to  that  property,  which  wipes  out 
everything  which  lies  behind  it,  it  does  not  make  any  difference  what 
conditions  have  existed  in  the  background;  the  value  of  that  prop- 
erty, as  a  matter  of  appraisal  and  as  a  matter  of  open-market  condi- 
tions, is  the  same;  that  necessarily  presupposes  that  you  are  going 
to  be  able  to  have  a  clean  slate.  You  can  also  have  exactly  the  con- 
dition that  comes  up  in  the  history  of  this  building,  in  which  we 
start  with  a  building  held  by  a  corporation  with  many  shareholders, 
xmder  discordant  conditions,  in  which  the  shareholders  see  fit  to  dis- 
pose  

Mr.  Pkoutt  (interposing.)  I  was  not  aiming,  Mr.  Brown,  to  have 
you  pass  upon  the  whole  question  involved  in  this  investigation.  I 
was  only  asking  you  to  pass  upon  the  question  as  to  whether  or  not 
the  fact  that  there  was  an  interest-bearing  security  upon  this  prop- 
erty affected  its  value,  when  you  come  to  figure  it  from  the  basis  of 
the  value  of  the  income,  and  base  your  valuation  upon  the  income? 
Mr.  Brown.  I  do  not  see  that  it  affects  the  situation.     If  we 

clear  it 

Mr.  Peouty  (interposing).  Well,  now,  that  is  all.  I  have  your 
idea. 

Mr.  Beown.  I  do  not  see  that  it  does.  An  equity  is  one  thing,  and 
the  building  is  another  thing.  The  equity  can  be  affected,  up  or 
down.  The  equity  can  be  entirely  destroyed  Avithout  affecting  the 
value  of  the  building  at  all. 

Mr.  Peouty.  Well,  that  is  assuming  that  there  are  two  different 
values  ? 
Mr.  Beown.  No. 

Mr.  Peouty.  One  based  upon  the  idea  of  the  income,  and  the  olher 
upon  its  intrinsic  value? 

Mr.  Beown.  No;  it  is  based  on  the  proposition  that  there  are 
two  different  things.    One  is  the  equity,  and  the  other  is  the  building; 
but  it  is  not  two  different  values. 
Mr.  Peouty.  That  is  all. 

Mr.  Douglas.  Mr.  Brown,  do  you  not  understand  that  the  i.'-sue 
here  is  as  to  whether  or  not  this  property  has  been  appraised  at  too 
high  a  figure  at  $2,000,000? 
Mr.  Beown.  That  is  my  understanding  of  the  situation. 
Mr.  Douglas.  It  is  not  a  question  of  the  appraisement  of  tlie 
equity,  but  an  appraisement  of  the  property  itself? 

Mr.  Beown.  I  do  not  understand  that  the  appraisement  of  the 
equity  was  permitted  to  come  into  it.  It  was  an  appraisement  on 
the  value  of  the  property. 
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Mr.  Douglas.  Yes;  that  is  all. 

Comiiiissioner  Judson.  Mr.  Brown,  in  the  case  of  the  properties 
about  which, you  have  testified  which  are  held  here  on  a  3  per  cent 
basis,  are  the  improvements  en  those  properties  best  adapted  to  the 
sites,  or  are  they  properties  where  the  improvements  are  not  best 
adapted  to  the  sites? 

Mr.  Brown.  There  are  both. 

Commissioner  Judson.  Will  yon  give  me  some  examples  of  those 
held  on  the  3  per  cent  basis  where  the  improvements  are  such  as  are 
best  adapted  to  the  site? 

Mr.  Brown.  Yes;  and  if  you  would  like,  I  will  read  you  some  of 
the  adjustments  on  that  cla.-s  of  property,  so  you  can  have  it  for 
comparison  of  the  attitude  of  the  District  office  on  that  and  the  whole 
public  market. 

Mr.  Proutv.  I  think  we  had  rather  not  have  you  go  into  that 
question  here. 

Mr.  Brown.  Well,  I  will  suggest  the  property  which  is  under 
lease  to  the  Union  Trust  Co.,  next  to  the  New  Willard  Hotel,  on 
F  Street.  That  property  is — Mr.  Stellwagen's  testimony  shows  he 
IS  paying  $6,000  a  year  net  rental  for  it. 

Commissioner  Judson.  You  mean  that  one-story  building? 

Mr.  Brown.  Yes. 

Commissioner  Judson.  Do  you  regard  that  one-story  building  as 
the  improvement  best  adapted  for  that  site,  from  an  income-produc- 
ing point  of  view  ? 

Mr.  Brown.  Those  one-story  buildings  in  this  town  are  the  best 
buildings  from  an  income-producing  point  of  view. 

Mr  Kedfield.  Would  it  be  profitable  to  tear  down  the  Southern 
Building  and  put  up  a  one-story  building  on  its  site  ? 

^Ir.  Brown.  Xo;  I  would  not  say  that;  but  one-story  buildings  are 
the  best-paying  investment  in  town. 

Mr.  Eedfield.  I  understood  you  to  say  it  was  the  best-paying 
investment '. 

Mr.  Brown.  They  are  paying  the  best  returns. 

Commissioner  Judson.  Will  you  figure  out  the  \alue  of  this  equity 
for  me,  as  you  did  for  Mr. — the  counsel  over  there  ,  [indicating] '. 

;Mr.  Douglas.  Colonel,  Douglas  is  my  name. 

Commissioner  Judson.  I  did  not  recall 

Mr.  Douglas.  I  should  think  you  would  know  it  by  this  time. 

Commissioner  Judson.  Will  you  set  down  this  item  of  the  total 
rental  of  $150,000  %  I  believe  that  was  admitted  to  be  the  total  rental 
value,  and  I  believe  Mr.  Carusi  has  admitted  it  was  proper. to  deduct 
$15,000  from  that — that  is,  10  per  cent — for  vacancies,  for  unpaid 
rents,  and  so  on,  leaving  $135,000  net  rental.  It  is  a  mere  hypotheti- 
cal case,  so  for  as  you  are  concerned,  for  the  moment.  Does  that 
leave  you  $136,000? 

Mr.  Brown.  Well,  you  are  asking  me  just  to  do  arithmetic  now. 

Commissioner  Judson.  Yes;  just  as  Mr.  Douglas  did.  Now,  will 
you  set  down  in  another  column — and  this  is  all  deducted  from  the 
value  of  this  equity — will  you  set  down  in  another  column,  interest 
$70,000,  which  is  the  interest  which  is,  in  fact,  payable  annually  on 
the  mortgages  of  the  Southern  Building;  taxes,  will  you  set  down 
$15,000  on  the  supposition  that  the  building  is  worth  enough  .so  that 


INVESTIGATION   OP   INSTJEANCB   COMPANIES.  1237 

the  assessor,  when  he  makes  his  appraisement,  which  is  very  near  at 
hand,  he  will  put  the  remainder  upon  it 

Mr.  Cablsi  (interposing).  Excuse  me,  the  actual  taxes  are  $13,000. 

Commissioner  Jttdson.  Yes ;  but  that  is  on  the  old  appraisal,  which 
is  2  years  old. 

Mr.  Cartjsi.  You  are  are  taking  the  actual  interest,  so  I  should 
think  you  would  take  the  actual  taxes. 

Commissioner  Judson.  Well,  I  would  prefer  to  take  $15,000,  which 
it  will  probably  be. 

Mr.  Beown.  Of  course,  I  do  not  know  what  the  rentals  will  be  in 
the  future,  either. 

Commissioner  Judson.  No;  if  you  will  put  down  insurance  at 
$1,900,  which  I  believe  Mr.  Carusi  said  was  the  cost  of  the  insurance  ; 
now,  will  you  put  down  for  operation  $35,000? 

Mr.  Douglas.  $35,000? 

Commissioner  Judson.  Yes. 

Mr.  Douglas.  Well,  why  do  you  not  put  it  at  $150,000? 

Commissioner  Judson.  Well,  I  am  going  to  asik  the  committee  to 
bring  Mr.  Ward  here,  and  I  think  he  can  perha^ps  demonstrate  to 
the  committee  that  that  is  about  the  cost  of  operating  this  build- 
in  g^$S5, 000. 

Now,  Mr.  Brown,  put  down  depreciation  $16,000  and  add  together 
those  five  sums. 

Mr.  Brown.  Are  there  any  other  items  thait  you  would  like  to  ha^  e 
in  it? 

Commissioner  Judson.  That  is  all.  There  might  be  other  items; 
For  example,  there  is  no  charge  here  for  rent  for  the  rooms  used  by 
the  agent  of  the  building.  Perhaps  that  should  be  included,  or  per- 
haps it  should  not. 

Mr.  Bkown.  AVould  you  charge  it  or  would  you  credit  it? 

Commissioner  Judson.  It  might  be  deducted  before  this  $150,000 
is  arrived  at.  I  do  not  know,  so  will  not  charge  that.  Now,  what 
do  you  get  by  adding  that  up  ? 

Mr.  Beown.  $137,900. 

Commisioner  Judson.  As  compared  with  net  receipts  of  how  much  ? 

Mr.  Beown.  What  figures  did  you  give  me? 

Commissioner  Judson.  $150,000  less  $15,000. 

Mr.  Brown.  I  am  merely  an  adding  and  subtracting  machine,  net 
passing  on  anything  that  is  in  it. 

Commissioner  Judson.  I  understand. 

Mr.  Douglas.  He  wants  you  to  help  him. 

Mr.  REDiFiEiJD.  Mr.  Chairman,  I  object  to  these  interruptions  and 
to  the  manner  and  tone  in  which  they  are  made. 

Mr.  Douglas.  If  Mr.  Eedfield  takes  exception  to  them  as  offensive 
to  him,  although  I  can  not  imagine  why,  I  apologize ;  but  Col.  Judson 
has  not  objected  to  them,  and  he  is  able  to  take  care  of  himself.  It 
.  was  in  a  jocular  spirit  more  than  in  any  other  way. 

Mr.  Redfteld.  Well,  I  fail  to  see  the  joke. 

Mr.  Douglas.  You  may  be  a  judge  of  this  case,  but  you  are  not  a 
judge  of  humor. 

Mr.  Redfield.  Apparently  not. 

Commissioner  Judson.  You  will  remember  you  gave  him  $22,000  to 
add  into  the  cost  of  operation.  I  do  not  know  whether  you  gave  him 
that  as  an  expert  or  not. 
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. .  Mr.  Douglas.  If  you  will  pardon  me.  I  gave  him  in  my  hypothesis 
■what  I  expect  to  prove  to  be  the  fact. 

Commissioner  Judson.  I  was  doing  the  same.  Now.  you  find  that 
$137,900  is  what  is  required  to  carry  this  building,  do  you  not,  if  those 
figures  are  correct  ? 

^Ir.  Beowx.  Assuming  that  those  figures  are  ccirrect,  that  is  so,  but' 
it  is  no  assumption  of  mine.. 

Commissioner  Jitdson.  No;  this  is  a  hypothetical  case. 

ilr.  Brown.  Hypothetical  building,  also,  I  suppose  ? 

Commissioner  Judsox.  Well,  I  do  not  know  whether  it  is  or  not. 

]\Ir.  Prouty.  Mr.  Brown,  it  seems  fair  to  me  that  you  should  treat 
both  of  these  examiners  exactly  alike,  if  you  appear  here  as  an  expert 
witness. 

Mr.  Brown.  I  do  not,  on  this  building  or  the  cost  of  it. 

^Ir.  Protty.  You  put  down  the  figures  that  Mr.  Douglas  gave 
you — — 

Mr.  Brown  (interrupting).  But  he  stated  them  as  facts. 

ilr.  Redfield.  Do  not  interrupt  Judge  Prouty. 

Mr.  Prouty.  You  answered  his  questions  and  put  down  his  figures 
without  any  comments,  and  it  seems  to  me  that  if  }^ou  are  appearing 
here  as  an  impartial  witness  you  shovild  treat  both  sides  exactly  alike. 

Mr.  Brown.  I  trust,  with  due  respect  to  the  committee,  that  I  may 
be  permitted  to  separate  figures  which  are  furnished  as  facts  from 
purely  mathematical  figures. 

^Ir.  Prot^ty.  Do  you  know  that  the  ones  Mr.  Douglas  gave  you 
were  facts? 

Mr.  Brown.  He  stated  them  as  facts. 

Mr.  Doucii.AS.  I  do  state  them  as  facts,  and  I  will  state  to  the 
committee 

Commissioner  Judsox  (interposing).  I  will  state  mine  as  facts,  too. 

'Sir.  DoutiLAS.  Col.  Judson  does  not  state  that  he  proposes  to  prove 
these  hypothetical  questions  as  facts. 

Mr.  Prouty.  Yes;  he  does. 

Commissioner  Judson.  I  will  state  that  I  propose  to  offer  a  witness 
here  who  will  state  that  the  cost  of  the  operation  of  this  building  is 
i^;'i7,000,  as  an  expert  who  got  his  figures  from  the  management  of 
that  building,  getting  what  you  pay  for  coal  from  your  coal  dealer. 
Kow,  those  other  items  which  I  gave  you  you  can  check  off.  You 
know  the  taxes  Avould  be  $15,000,  do  you  not?  Mr.  Carusi  says  the 
insurance  is  $1,900,  and  surely  the  depreciation  would  be  2  per  cent 
on  the  value  of  $800,000,  so  that  those  figures  are  not  so  entirely 
hypothetical,  except  in  the  sense  that  the  operation  cost  has  not  been 
proved  before  the  committee,  but  I  hope  it  will  be,  if  they  call  Mr. 
Ward. 

Now,  the  $135,000,  I  believe,  was  admitted  by  Mr.  Carusi,  so  it  is 
not  such  an  extremely  hypothetical  case.  That  is  all  I  have  to  ask 
the  witness. 

Mr.  Redfield.  Mr.  Brown,  if  this  building  is  worth,  as  you  have 
sworn — this  property  is  worth  not  less  than  $2,000,000,  and  if  the 
appraisal  is  made  according  to  law,  is  it  not  a  fact  that  upon  ai: 
appraisal  so  made  the  taxes  at  the  present  rate  would  exceed  $15,000? 

Mr.  Brown.  The  taxes  would  be  $20,000. 

INIr.  Redfield.  Is  it  or  is  it  not,  to  your  knowledge,  a  fact  that  the 
present  cost  of  insurance  upon  that  building  is  $1,900  per  annum? 
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Mr.  Broavn.  I  do  not  know  anything  about  that. 

Mr.  Redfield.  Would  that  be  a  reasonable  or  an  unreasonable 
figure? 

Mr.  Beown.  I  am  not  an  expert  on  insurance  matters,  and  I  could 
not  tell  you 

Mr.  Redfield.  Without  being  an  expert,  do  you  or  do  you  not  know 
approximately  the  rate  of  insurance  on  a  building  of  that  character  ? 

Mr.  Brown.  I  do  not. 

Mr.  Redfield.  You  confess  to  ignorance  on  that  subject? 

Mr.  Brown.  Entire  ignorance. 

Mr.  Redfield.  Is  it  not  a  fact  that  2  per  cent  per  annum  on  the 
value  of  a  building  is  the  Cleveland  city  rate  of  obsolescence  ? 

Mr.  Brown.  That  is  not  only  the  Cleveland  rate,  but  I  think  it  is 
the  general  rate. 

Mr.  Redfield.  So  that  in  this,  which  you  have  characterized  as  a 
hypothetical  state  of  facts,  these  items  may  be  said  to  be  well  within 
possibility,  if  not  probability,  if  your  testimony  in  other  respects  is 
correct,  namely,  that  the  interest  is  $70,000,  that  the  taxes  represent 
not  less  than  $15,000.  I  understood  you  to  testif}^  they  should  be 
$20,000 

Mr.  Brown  (interruping) .  On  a  valuation  of  two  million. 

Mr.  Redfield.  On  a  valuation  of  two  million 

Mr.  Brown  (interposing).  The  fact  should  be  $20,000. 

Mr.  Redfield.  That  the  obsolescence  of  $16,000  per  annum  is  nor- 
mal rate  which  prevails  elsewhere? 

Mr.  Brown.  Yes. 

Mr.  Redfield.  There  remain,  therefore,  only  two  items  of  uncer- 
tainty in  this  hypothesis,  to  wit,  the  araouni;  of  the  insurance,  of 
$1,900,  and  the  amount  of  the  cost  of  operation.  Now,  as  regards 
those  two  items,  Mr.  Carusi,  I  understand — and  he  will  correct  me 
if  I  am  in  error — ^has  said  that  $1,900  was  the  cost  of  insurance? 

Mr.  Carusi.  As  I  am  informed. 

JVIr.  Redfield.  As  you  are  informed.  So  that  there  remains  now 
but  a  single  item  of  doubt  in  this  hypothesis,  to  wit,  the  cost  of  oper- 
ation. 

Now,  as  regards  the  cost  of  operation,  which  has  in  this  hypotheti- 
cal question  been  stated  to  you  as  $35,000,  I  imderstand,  Mr.  Doug- 
las, you  admit  that  it  is  $22,900,  so  that  out  of  the  total  hypothetical 
question  there  remains  in  the  hypothesis  now  but  $12,500  concerning 
which  the  witness  is  offered  to  the  committee. 

Mr.  Brown.  Do  I  understand  that  is  embodied  in  a  question  ? 

Mr.  Redfield.  Is  that  your  understanding  of  the  situation? 

Mr.  Brown.  Not  at  all. 

Mr.  Redfield.  Well,  then,  will  you  jDlease  state  in  what  respect  that 
is  wrong? 

Mr.  Brown.  Why,  the  including  of  the  charge  of  $16,000  for 
obsolescence  against  income.  I  never  heard  of  such  a  thing.  You 
are  taking  it  out  of  income,  Mr.  Redfield,  without  allowing  for  the 
increment  of  the  value  of  the  ground. 

Mr.  Redfield.  Yes ;  let  us  face  that  question. 

Mr.  Brown.  That  has  nothing  to  do  with  income. 

Mr.  Redfield.  From  what  other  fund  can  it  be  paid  ? 

Mr.  Brown.  It  is  a  capital  charge  which  is  not  a  matter  of  dollars 
and  cents  against  income.    It  is  a  matter  against  the  capital.    I  never 
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heard  of  a  system  of  bookkeeping  that  charges  obsolescenoe  against 
income. 

3Ir.  Eedfiki-d.  Xow,  ^Ir.  Brown,  let  us  get  s\way  from  this  build- 
ing wholly  for  a  moment  to  get  straight  on  this  principle,  becausy 
I  frankly  think,  having  had  some  experience  in  charging  off  ob- 
solescence— I  frankly  think  that  you  are  entirely  mistaken.  I  want 
to  see  if  you  are  or  I  am.  In  a  modern  factory,  with  a  plant  and 
machinery,  which  depreciates,  as  buildings  do,  and  with  large  build- 
ings, obsolescence  or  depreciation  is,  annually  charged  off  against 
what  ?  Against  the  profits  of  the  business,  for  there  exists  no  other 
fund  out  of  which  it  can  be  paid.    What  is  wrong  about  that? 

Mr.  Bkown.  Let  me  make  a  statement  on  this  building  that  ap- 
peals  

'Sir.  Redfield  (interposing).  No;  take  my  question  straight  as  I 
have  given  it  to  you,  please,  and  without  diverging  onto  buildings  or 
leal  estate. 

Mv.  Brown.  All  right.    Charge  it  against  capital,  of  course. 

Mr.  Eedfield.  From  what  fund  is  it  to  be  paid  ?  It  has  got  to  be 
paid. 

]\lr.  Brown.  When  and  where?    How  do  you  replace  it? 

^Ir.  Eedfield.  Before  dividends  can  be  declared  or  profits  be  made, 
and  is  not  this  a  further  process — and,  as  a  matter  of  fact,  I  will  state 
that  it  is  a  further  process,  and  one  that  I  have  been  familiar  ■with 
foi-  30  years — that  when,  in  the  course  of  time,  that  machinery  and 
that  building  come  to  be  sold  it  returns  a  profit  or  makes  a  loss  just 
in  pr.'jportinn  as  yciu  ha^e  charged  its  obsolescence  or  its  depreciation 
against  your  profits,  enough  or  too  little. 

iNlr.  Brown.  Why.  I  hold  that  the  very  statement  of  that  proves  my 
case.  You  have  a  mannfacturing  establishment  in  which  you  have 
a  tremendous  less  from  depreciation,  which,  for  the  sake  of,  in  a 
final  settlement,  getting  your  balance  on  the  right  side  of  the  ledger, 
you  make  your  charges  off.  Here  is  a  building  which  is  not  a  manu- 
facturing establishment,  in  which  you  have  a  slow  and  not  very  large 
rate  of  depreciation,  wliile  in  a  manufacturing  establishment  your 
rate  of  depreciation  is  tremendous.  Here  it  is  small.  Your  manu- 
facturing rate  may  be  1.5  per  cent  a  year.  It  frequently  is,  and  some- 
times greater,  while  here  it  is  2  per  cent,  and  your  normal  and  proper 
charge  is  against  your  capital,  which  is  disappearing  in  obsolescence. 
What  is  going  to  happen?  Suppose  you  are  going  to  sell  the  build- 
ing.   Then  your  obsolescence  appears  m  the  price  of  th«  building. 

^[r.  Eedfieed.  Why,  if  you  put  appreciation  of  land  into  profits, 
do  you  not  put  obsolescence  into  loss? 

Mr.  Brown.  You  do  not  put  appreciation  into  income. 

Mr.  Redfield.  But  it  has  been  distinctly  stated  ]>y  the  representa- 
tives of  these  insurance  companies  here  that  the  advance  in  value  of 
this  real  estate  was  part — to  use  their  language — of  the  company's 
earning. 

JNIr.  Brown.  Let  us  take  the  case,  then,  already  in  existence.  Show 
me  where  this  company  has  shown  in  income  aiiy  lialf  a  million  dol- 
lars and  I  will  admit  that  I  am  wrong.  They  have  not  charged  it 
in  the  income.  Annual  income  ?  No.  It  is  earnings,  but  not  annual 
income.  They  have  stated  their  annual  income  to  be  $150,000  gross. 
Where  is  the  income?  There  is  a  great  difference  between  the  two 
statements. 
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Mr.  Kedfield.  Mr.  Bi-own,  I  call  your  attention  to  page  47  of  the 
record,  and,  under  the  head  of  income,  read  to  you  as  follows : 

Total  pi-eniiimis .$188,080.12 

Interest  on  mortgage  loans , 5,965.91 

Interest  on  bonds 2,  868.  ,39 

Interest  on  all  other  sources 269.  52 

Premium  on  sale  of  stock 144,441.00 

Commissions  on  mortgage  loans 146.75 

Increase  by  adjustment  in  book  value  of  real  estate 226,  715.  00 

Is  that  a  proper  statement  to  make  ? 

Mr.  Beown.  Certainly ;  that  is  insurance  bookkeping,  and  not  what 
we  are  talking  about  at  all.    It  is  entirely  a  different  matter. 

Mr.  Bedfield.  Oh,  I  see. 

Mr.  Beown.  Insurance  bookkeeping  is  on  different  lines,  but  we  arc 
talking  about  something  else  entirely  here. 

Mr.  Eedfield.  Then  it  would  not  be  proper  for  the  insurance  de- 
partment to  charge  against  this  building  on  the  other  side  any  item 
of  annual  depreciation,  would  it? 

Mr.  Beown.  That  is  going  into  the  matter  of  insurance  book- 
keeping, but  certainly  the  statment  which  I  make  is  the  usual  one; 
it  is  the  customary  one,  and  I  would  challenge  the  possibility  of 
producing,  in  respect  of  buildings  of  this  character,  a  different  sys- 
tem of  bookkeeping,  which  has  any  standing  whatever. 

Commissioner  Judson.  Mr.  Brown,  for  the  purposes  of  this  ex- 
amination, inasmuch  as  it  relates  to  items  entering  into  bookkeeping 
of  fire  insurance  companies  will  you  admit  that  either  obsolescence 
or  depreciation  should  be  charged  off  against  income,  or  put  down  as 
a  loss  or  disbursement? 

Mr.  Beown.  I  am  not  qualified  to  speak  as  an  expert  on  fire  insur- 
ance bookkeeping. 

Mr.  Eedfield.  Suppose  this  building  becomes  obsolete  a  little 
faster  than  usual,  or  suppose  a  situation  such  as  there  was  in  a  case 
which  I  remember,  where  the  top  story  was  destroyed  by  fire,  and 
they  decided  not  to  replace  it,  but  to  put  the  roof  just  below  where 
it  was,  now,  against  what  is  that  loss  to  be  charged-? 

Mr.  Beown.  You  mean  under  their  system  of  insurance  bookkeep- 
ing, or  in  ordinary  practice  in  keeping  books,  in  respect  of  buildings 
of  this  sort? 

Mr.  Eedfield.  Properly. 

Mr.  Brown.  They  charge  it  oft'  against  capital. 

Mr.  Eedfield.  Then  out  of  what  fund  is  the  charge  against  capital 
to  be  paid,  unless  you  realize  by  sale  your  total  investment? 

Mr.  Beown.  You  do  not  realize  it. 

Mr.  Eedfield.  But  if  you  do  not  realize,  against  or  out  of  what 
fund  are  losses  of  this  kind  to  be  paid  ? 

Mr.  Brown.  Capital.  You  do  not  pay  them,  unless  you  replace 
it  by  a  stock  issue  or  something  of  that  kind. 

Mr.  Eedfield.  You  mean  you  reduce  3'our  capital? 

Mr.  Brown.  Yes ;  you  reduce  your  capital. 

Mr.  Eedfield.  Is  not  that  a  loss? 

Mr.  Beown.  Yes,  it  is  a  loss  of  capital. 

Mr.  Eedfield.  And  after  all,  is  it  not  a  matter  of  just  what  page 
■it  is  on,  whether  it  is  a  loss  of  capital  or  a  loss  of  income? 

Mr.  Broavn.  No,  I  do  not  think  so. 
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Mr.  Redfield.  And  if  it  is  to  be  made  good  is  it  not  to  be  made 
good  out  of  income? 

Mr.  Brown.  Yes,  necessarily. 

Mr.  Eedfield.  Or  else  by  enlarging  your  capacity? 

Mr.  Broavn.  Yes,  one  of  two  sources. 

Mr.  Cartjsi.  ^Ir.  Brown,  have  you  not  been  talking  in  the  first 
part  of  the  discussion,  with  respect  to  income  about  income  of  the 
building  ? 

Mr.  Brown.  Certainly;  as  a  means  (>f  arriving  at  the  value  of  the 
building;  certainly. 

Mr.  Carusi.  Quite  irrespective  of  the  ownership  of  the  building, 
or  the  particular  mode  in  which  the  owner  maj^  keep  his  or  its  gen- 
eral books? 

Mr.  Brown.  Certainly :  I  was  trying  to  confine  myself  to  the  build- 
ing entirely. 

Mr.  Carusi.  The  fact  that  depreciation  must  be  properly  charged 
on  the  books  of  an  insurance  conlpany  as  a  disbursement  v/ould  not 
affect  the  question  as  to  whether  in  arriving  at  the  value  of  the  build- 
ing from  its  income,  you  should  charge  the  depreciation  or  obso- 
lescence against  the  income  of  the  building,  would  it? 

Mr.  Brown.  Correct. 

Mr.  Carusi.  In  ether  words,  is  it  not  a  fact  that  "income"'  has 
been  used  in  this  discussion  with  lespet't  to  two  essentially  different 
subject  matters? 

Mr.  Brown.  There  lias  been  an  altemi>(  to,  but  my  mind  had 
been  peifectly  clear  on  it. 

.Mr.  Rediikij).  8o  that  if  a  company  has  $2,000,000  capital  and 
owns  this  building  worth  $2,000,000  the  annual  depreciation  of  the 
building  is  an  impairment  of  capital  ? 

Mr.  Brown.  Yes. 

Mr.  Redfield.  And  would  be.  you  think,  so  charged? 

Mr.  Brown.  It  should  be. 

Mr.  Redfield.  Under  any  ordinary  system  of  bookkeeping? 

Mr.  Brown.  It  is  customary  with  concerns  of  that  sort,  after  a 
cei'tain  interval  of  years,  whenever  the  situation  arises  to  justify  it, 
to  have  an  adjustment  of  values.  We  have  seen  that  done  in  Wash- 
ington. 

Mr.  Redfield.  So  that  a  railroad  company,  where  its  line  is  sub- 
ject to  rapid  depreciation,  is  having  its  capital  constantly  impaired 
by  depreciation  of  its  property;  and  so  with  a  bank  which  has  a 
million  dollars  capital  and  a  million-dollar  building,  it  is  having  its 
capital  annually  impaired  by  depreciation  or  obsolescence  of  its 
bulding.    Is  that  your  opinion '. 

Mr.  Brown.  You  have  not  stated  that  quite  in  the  form  of  a 
question,  I  think.    The  question  is  fragmentary. 

Mr.  Redfield.  As  a  matter  of  fact,  if  this  were  a  bank  that  owned 
this  building  and  had  $2,000,000  capital  and  this  $2,000,000  building, 
by  the  normal  process  of  bookkeeping  which  you  describe  the  hank 
after  50  years  would  ha\e  its  entire  capital  gone.  Is  that  the  way 
you  look  at  it  ? 

Mr.  Brown.  No;  that  is  not  in  any  sense  a  fair  statement  of  my 
position. 

Mr.  Redfield.  So  far  as  I  can  see,  if  it  is  charged  to  capital 
there  can  be  no  other  possible  conclusion. 
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Mr.  Brown.  What  is  it  you  are  charging? 

Mr.  Redfeeld.  Obsolescence. 

Mr.  Brown.  All  right.  What  about  the  ground  under  the  build- 
ing? 

Mr.  Redfield.  I  am  not  talking  about  the  ground  under  the  build- 
ing. I  am  talking  merely  about  the  obsolescence  of  the  building. 
1  am  assuming  that  the  building  is  worth  $2,000,000.  Call  it  $1,000,- 
000,  if  you  please.  That  is  easier  as  an  illustration.  And  assume 
also  that  they  have  a  capital  of  a  million  dollars.  Now,  if  obsoles- 
cence is  to  be  charged  to  capital,  and  a  bank  has  a  million  dollars 
capital  and  owns  a  million-dollar  building,  why,  then,  clearly,  by 
your  process  of  reasoning  in  50  j'ears  the  bank's  capital  is  com- 
pletely wiped  out. 

Mr.  Brown.  Ycu  are  starting  with  a  bank  with  no  capital  except 
in  its  building. 

Mr.  Eedfield.  No;  I  stated  plainly  that  I  started  with  a  bank 
with  a  million  dollars  capital  and  with  a  building  Avorth  a  million 
dollars.  Say,  10,000  shares  of  stock  at  $10  a  share  and  a  building 
worth  a  million  dollars.  .  Now,  if  obsolescence  is  charged  to  capital, 
which,  frankly,  in  30  years  of  experience  I  have  never  heard  of, 
your  capital  must  automatically  be  wiped  out  in  50  years,  and  if  it 
is  replaced,  that  simply  means  that  the  shareholders  are  putting 
back  that  which  is  going  out,. and  that  at  the  end  of  50  years  they 
would  have  paid  in  $2,000,000  and  would  have  only  $1,000,000  left. 

Mr.  Brown.  There  is  a  confusion  of  two  things  in  your  statement. 
One  is  the  capital  stock  of  the  company,  and  the  other  is  the  capital 
in  a  building. 

Mr.  Eedfield.  I  am  assuming— — 

Mr.  DoTTGLAS  (interposing).  I  object  to  the  interruption  of  the 
witness  by  Mr.  Eedfield. 

Mr.  Eedfield.  Go  ahead. 

}Ar.  Brown.  The  object  of  a  bank  is  to  carry  on  the  business  of 
banking.  If  a  bank  is  carrying  on  its  business,  I  should  say,  beyond 
question,  that  in  time  they  should  charge  off  the  building  on  account 
of  obsolescence.  The  fact  that  a  bank  does  not  see  fit  to  do  it,  does 
not  change  my  point  of  view  at  all  in  the  matter. 

Mr.  Eedfield.  Mr.  Brown,  I  once  helped  to  organize  a  bank  in 
New  York,  where  we  spent  $50,000  for  fixtures — permanent  fixtures 
in  the  building.  The  capital  was  $T60,000,  and  I  confess  we  were  so 
blind  as  to  charge  off  out  of  our  income  those  fixtures,  and  it  never 
occurred  to  us  that  we  ought  to  reduce  our  capital.  As  a  matter  of 
fact,  the  law  of  the  State  of  New  York  would  have  forbidden  us  to 
reduce  our  capital.  Now,  how  can  you  say  that  the  proper  way  to 
charge  off  obsolescence — which  is  all  that  this  was — how  can  you 
say  t^hat  the  proper  way  to  charge  off  obsolescejice  in  any  business — 
a  saloon  or  anything  else — is  against  the  capital  invested  in  the 
busJRess  ? 

Mr.  Brown.  Because  the  building  is  not  the  only  asset. 

Mr.  Eedfield.  C9.U  it  obsolescence  in  any  asset  Ljct  it  he  a  real 
estate  company  that  owns  nothing  but  the  building. 

Mr-  Brown.  And  does  not  own  the  ground? 

Mv--  Eedfield.  Just  owns  the  building. 

Mr.  Brown.  And  not  the  ground? 
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Mr.  Eedfield.  And  not  the  ground,  as  is  the  case  with  many  real 
estate  companies  in  large  cities.  Now,  what  capital  fund  is  there  in 
the  last  analysis  out  of  which  any  depreciation  or  obsolescence  can 
be  paid,  save  the  income  ? 

Mr.  Brown.  They  put  money  into  the  building.  If  the  building 
loses  value,  it  has  got  to  be  charged  off.  Let  us  take  a  concrete  case, 
and  then  we  have  something  to  work  on.  About  25  years  ago  a  very 
large  amount  of  money  was  invested  in  what  was  then  called  the  new 
Arlington  Hotel.  Xo  one  at  that  time  would  have  supposed  that  4 
per  cent  per  annum  should  be  charged  off  for  obsolescence,  but  within 
the  year  we  find  that  the  property  issold  for  a  still  newer  structure, 
and  the  old  building  is  thrown  away. 

All  right.  Therefore,  4  per  cent  per  annum  should  be  charged  off 
for  obsolescence.  How  is  that  building  provided  for?  Was  it  pro- 
vided for  out  of  the  annual  income  ?  Not  at  all.  It  was  provided  for 
in  the  tremendous  increment  in  the  value  of  the  site,  which  made  it 
possible  to  throw  away  the  old  building.  That  was  provided  for  all 
in  one  Imnp. 

Mr.  Johnson.  Within  the  last  20  minutes  now,  we  have  gotten  the 
proposition  so  clear  as  to  the  value  of  this  property  that  every  fellow 
Fjack  in  the  country  is  going  to  understand  it,  beyond  all  question; 
but  I  would  like  to  ask  Col.  Judson  just  one  question,  developed  by 
himself,  and  that  is  the  statement.  Colonel,  that  this  Southern  Build- 
ing propertv  is  going  to  be  assessed  next  time  so  that  the  taxes  are 
going  to  be  $15,000. 

Commissioner  Judson.  Well,  I  would,  off  the  books,  like  to  make  a 
wager  that  it  would  be  a  little  more  than  that,  because  I  know  the 
assessors  ^'alue  it  at  $1,600,000,  so  the  assessment  will  be  $16,000. 
jNIr.  Johnson.  Is  there  any  assessment  being  now  made? 
Commissioner  Judson.  No;  but  they_have  assessed  it  for  our  in- 
formation, in  connection  with  this  matter. 

Mr.  Johnson.  Have  they  assessed  any  of  the  surrounding  property 
for  your  information  in  connection  with  this  matter  ? 

Commissioner  Judson.  No  ;  because  it  has  no  relation  to  it. 
Mr.  Johnson.  It  has  no  relation  to  it?    The  surrounding  property 
does  not  help  to  determine  the  value  of  this  property  ? 

Commissioner  Judson.  Well,  I  do  not  know  what  they  considered 
in  arriving  at  the  value  of  this  property. 

Mr.  Johnson.  It  has  not  occurred  to  you  to  have  the  surrounding 
property  revalued? 

Commissioner  Judson.  Well,  it  will  be,  very  soon,  in  connection 
with  the  reassessment. 

Mr.  Johnson.  But  not  in  connection  with  ascertaining  the  value  of 
this  property  ? 

Conmiissioner  Judson.  Well,  what  they  did  in  that  connection,  I 
do  not  know. 

]Mr.  Johnson.  Well,  why  do  you  not  know,  if  you  know  that? 
Have  you  made  a  specialty  of  that  ? 

Commissioner  Judson.  Yes ;  we  have  made  a  specialty  of  this  one 
building. 

Mr.  Johnson.  And  you  undertook  to  ascertain  its  value  by  treating 
with  that  alone,  and  not  with  the  surrounding  property ;  in  connec- 
tion therewith? 
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Commissioner  Judson.  I  say  they  did  it. 
Mr.  Johnson.  How  did  they  happen  to  do  it  ? 
Commissioner  Judson.  We  directed  them  to  do  it. 
Mr.  Johnson.  But  you  did  not  get  them  to  give  you  any  informa- 
tion as  to  the  value  of  surrounding  property  ? 

Comniissioner  Judson.  No  ;  not  in  this  connection. 
Mr.  Johnson.  All  right. 

Mr.  Douglas.  May  I  ask  the  colonel  a  question  ?  You  have  intro- 
duced the  Tvord  "  obsolescence  "  into  this  hearing,  as  a  proper  matter 
of  consideration  here.  Do,  you  know  whether  Mr.  Stellwagen 
charges  off  2  per  cent  of  the  value  of  his  building  ? 

Commissioner  Judson.  I  do  not  know  anything  about  it. 
Mr.  Douglas.  Do  you  know  anybody  in  Washington  who  does  ? 
Commissioner  Judson.  I  do  not. 

Mr.  Douglas.  I  will  ask  you  whether  or  not  the  habit  or  practice 
of  charging  off  2  per  cent  for  obsolescence  has  ever  prevailed  in  this 
District? 

Commissioner  Judson.  I  imagine  that  where  a  building  is  an  asset 
of  a  company,  and  must  add  considerable  income  on  the  investment 
of  that  company,  it  must  then  be  so  provided,  and  I  imagine  it 
should  be  in  the  case  of  the  investment  of  a  fire  insurance  company, 
for  example. 

Mr.  Douglas.  I  am  not  asking  you  why  it  should  be  done. 
Commissioner  Judson.  I  say,  I  do  not  know  how  it  is  done. 
Mr.  Douglas.  Do  you  know  of  a  single  bank  or  insurance  company 
or  trust  company  or  private  owner  or  corporation  of  any  real  estate 
charging  off  2  per  cent  for  obsolescence  in  the  Distict  of  Columbia? 
Commissioner  Judson.  I  know  nothing  about  how  any  individual 
banks  handle  that  question. 

Mr.  Douglas.  Did  you  ever  hear  of  it  being  done  ? 
Commissioner  Judson.  Well,  I  have  never  heard  anything  about 
it;  no. 

Mr.  Douglas.  And  yet  you  want  to  apply  this  rule  or  practice  of 
obsolescence  to  these  fire  insurance  companies  owning  this  build- 
ing, when  you  do  not  know  of  anybody  else  doing  it  in  the  Dis- 
trict of  Columbia. 

Commissioner  Judson.  I  know  that  any  company  operating  office 

buildings,  renting  them,  and  what  not,  should  charge  off 

Mr.  Douglas  (interposing) .  I  do  not  ask  you  whether  they  should. 
Commissioner  Judson.  I  say,  I  do  not  know  what  they  do. 
Mr.  Douglas.  In  passing  upon  the  appraisement  of  other  fire  in- 
surance companies  in  the  District  of  Columbia,  have  you  ever  in- 
sisted that  this  2  per  cent  should  be  taken  off  the  real  estate  of  other 
fire  insurance  companies,  that  you  call  obsolescence,  for  the  purpose 
of  ascertaining  whether  the  appraisements  were  right?  Have  you 
ever  done  that  before? 

Commissioner  Judson.  No;  but  I  hope  we  will  do  it  hereafter. 
Mr.  Douglas.  You  hope  you  will  do  it  hereafter  ? 
Commissioner  Judson.  Yes. 

Mr.  Redfield.  Mr.  Douglas,  if  it  is  not  charged  up  annually, 
does  it  not  enforce  itself  at  the  time  the  obsolescence  is  complete? 

Mr.  DouGL^.  I  am  not  an 'expert  on  obsolescence,  Mr.  Redfield. 
I  wish  I  were.     I  am  simply  here  asking  questions,  like  you  are,  to 
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ascertain  the  true  situation.  I  will  call  attention  here  to  the  state- 
ment made  by  Air.  Brainard,  from  New  York,  this  morning,  to  the 
effect  that  he  never  heard  of  obsolescence  being  charged  off  against 
income  in  a  building  in  his  life.  Now,  we  will  join  in  pursuing  that 
to  the  limit,  to  ascertain  whether  or  not  the  Commercial  Fire  and 
the  First  National  Fire  should  do  that  as  a  matter  of  principle,  and, 
secondly,  whether  or  not  they  should  be  singled  out  in  this  town  to 
do  that. 

Mr.  Redfield.  ?,Ir.  Douglas.  I  could  cite  you  to  one  insurance  com- 
pany that  went  so  far  as  to  charge  off  the  100  per  cent  of  the  value 
of  its  building  as  obsolescence. 

ilr.  DoTCLAs.  Of  cour.^e,  I  do  not  know ;  I  am  only  here  to  help  in 
this  inquiry — to  ascertain  the  real  merits  of  this  controversA'. 

Mr.  Brown.  Might  I  ask,  Mr.  Redfield,  if  they  charged  that  off 
against  one  year's  income  ( 

Air.  Redfield.  Certainly;  it  was  charged  off  against  the  earnings. 
Theie  is  nothing  else  it  could  be  charged  off  against.  To  talk  of 
taking  it  out  of  capital  is  absurd. 

Air.  Brown.  It  could  not  be  taken  out  of  the  capital  of  a  trust 
company,  but  it  could  be  taken  out  of  what  you  might  call  the  liquid 
capital.     They  are  two  different  propositions. 

Mr.  I)ox'r.L.\s.  Any  further  questions,  Mr.  Chairman? 

Air.  Johnson.  Not  for  me;  no. 

AIv.  Brown.  Alay  I  be  excused? 

Mr.  BoTT.LAs.  Yes;  I  will  call  Mr.  Lipscomb. 

TESTIMONY  OF  MR.  WILLIAM  P.  LIPSCOMB. 

The  witness  was  duly  sworn  by  the  chairman. 

A'r.  D(n cLAS.  Air.  Lipscomb,  I  will  ask  you  whether  or  not  you  are 
n  resident  of  Washington  and  have  been  for  some  years  past  ? 

Air.  Lipscomb.  Yes,  sir. 

A!r.  DoroLAS.  For  how  l<mg,  approximately? 

Air.  Lipscomb.  I  came  to  Washington  in  1871. 

Air.  DoroLAS.  You  have  been  a  builder  practically  since  that  time? 

Air.  LirscoMB.  Practically:  yes. 

Air.  Douglas.  I  suppose  you  have  had  very  extensive  and  large 
experience  in  building  all  kinds  of  buildings? 

Air.  Lipscomb.  AA^ell,  I  have  done  a  good  deal  of  it ;  yes. 

Air.  Douglas.  I  suppose  you  have  bid  upon  a  great  many  build- 
ings for  the  purpose  of  determining  whether  or  not^ — for  the  purpose 
of  getting  contracts  to  build? 

Mr.  Lipscomb.  Yes. 

Air.  Douglas.  AYere  you  appointed  by  Mr.  Ingham,  superintendent 
of  insurance,  to  appraise  the  Southern  Building  in  October,  1912? 

Air.  LiPSco^iB.  That  is  what  I  understand,  by  Mr.  Darneille. 

Air.  Douglas.  Air.  Darneille  asked  you  to  serve? 

Mr.  Lipscomb.  Yes. 

Air.  Douglas.  I  will  ask  you  if  you  did  act  as  appraiser? 

Mr.  Lipscomb.  He  asked  me  if  I  would. 

Mr.  Douglas.  And  you  did  serve  as  an  appraiser? 

Mr.  Lipscomb.  I  did,  sir.  ^ 

Mr.  Douglas.  I  Avill  ask  you,  Mr.  Lipscomb — ordinarily  I  would 
think  it  would  be  a  superfluous  question — ^but  I  will  ask  you  whether 
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or  not  you  acted  impartially  and  conscientiously  and  to  the  best  of 
your  ability  in  appraising  the  Southern  Building  ? 
Mr.  Lipscomb.  Yes,  sir ;  I  did  the  best  I  could. 
Mr.  Douglas.  I  will  show  you  a  letter,  which  purports  to  have  been 
written  by  you,  which  is  in  the  record  at  page  T2 — a  letter  directed  to 
the  superintendent  of  insurance,  dated  December  9,  1912.     I  suppose 
you  have  a  copy  of  it  somewhere.     Just  glance  over  it  now  and  say 
whether  or  not  it  is  the  same  letter,  so  I  can  interrogate  you  about  it. 
Mr.  Lipscomb.  Yes ;  that  is  my  letter — a  copy  of  it. 
Mr.  Douglas.  This  is  a  letter  j'ou  wrote  in  response  to  a  request 
that  you  give  the  reasons  for  your  appraisement  of  this  building  at 
$976,921? 
Mr.  Lipscomb.  Yes. 

Mr.  Douglas.  I  notice  you  give  in  vour  letter  the  total  cubic  con- 
tents of  the  building  2,658^291  feet. 

Mr.  Lipscomb.  Yes ;  that  is  right,  I  think. 

Mr.  Douglas.  You  ascertained  that  at  that  time,  by  your  method 
of  calculation,  to  be  fairly  correct? 

Mr.  Lipscomb.  Well,  I  want  to  make  a  statement  right  here.     I 
had  the  plans  to  make  the  computation  by,  and  the  plans  showed 
vaults  Underneath  the  pavement.     The  vaults  were  never  built.    That 
would  make  a  difference  there  in  that  figure  of  about  $30,000. 
Mr.  Douglas.  That  would  make  a  difference  there  of  $30,000  ? 
Mr.  Lipscomb.  Yes. 

Mr.  Douglas.  Well,  let  us  see.     You  also  did  not  consider  the  ques- 
tion of  increased  steel  ? 
Mr.  Lipscomb.  No,  sir. 
Mr.  Douglas.  That  did  not  show  itself? 
Mr.  Lipscomb.  No ;  I  only  took  the  building  as  I  saw  it. 
Mr.  Douglas.  And  assuming  that  the  additional  steel  would  cost 
between  $20,000  and  $30,000,  one  would  offset  the  other,  would  it  not? 
Mr.  Lipscomb.  Well,  I  could  not  say. 

Mr.  Douglas.  I  am  assuming  that  for  the  purpose  of  my  question. 
If  the  additional  steel  that  would  not  be  disclosed  in  the  plans  and 
specifications  would  amount  to  $20,000  to  $30,000,  one  would  offset 
the  other,  would  it  not? 
Mr.  Lipscomb.  If  it  does;  yes,  sir. 

Mr.  Douglas.  Yes.     I  notice  you  put  the  price  per  cubic  foot  at  35 
cents.    To  the  best  of  your  knowledge,  that  is  a  conservative  state- 
ment? 
Mr.  Lipscomb.  I  think  it  is  a  conservative  statement ;  yes. 
Mr.  Douglas. . What  does  that  include — 35  cents? 
Does  that  include  architect's  fees,  or  only  the  builder's  profit? 
Mr.  Lipsco:v[b.  It  includes  the  building  as  it  stands — the  cost  of  the 
building. 
Mr.  Douglas.  Would  it  include  architect's  fees? 
Mr.  Lipscomb.  I  should  think  it  would. 
Mr.  Douglas.  You  think  it  would? 
Mr.  Lipscomb.  Everything;  yes. 

Mr.   Douglas.  It    would   not  include   carrying   charges   for   the 
owner  ? 
Mr.  Lipscomb.  No,  sir ;  it  has  nothing  to  do  with  that. 
Mr.  Douglas.  It  has  nothing  to  do  with  that  at  all  ? 
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Mr.  Lipscomb.  No;  that  estimate  is  supposed  to  be  the  cost  of  pro- 
ducing it  to-day. 

Mr.  DouciLAS.  Without  the  incidental  or  improvement  item  to  the 
owner  of  the  building,  of  insurance  and  taxes  and  interest  on  the 
money  ? 

Mr.  Lipscomb.  I  did  not  take  into  consideration  that  at  all. 

Mr.  DoioLAS.  You  did  not  consider  those  items  at  all. 

Mr.  Lipscomb.  No. 

Mr.  DoKiLAS.  That  is  all  I  care  to  ask  Mr.  Lipscomb,  Mr.  Chair- 
man. 

Mr.  Redfielp.  Mr.  Lipscomb,  are  vou  a  director  in  the  District 
National  Bank? 

Mr.  LiPScojcB.  Yes. 

Mr.  Redfield.  Mv.  Tuttle,  the  president  of  the  Commercial  Fire 
Insurance  Co.,  is  also  a  director  in  that  bank? 

Mr.  LiPscojiB.  Yes. 

Mr.  Redfield.  Is  Mr.  Canisi  also  a  director  of  that  bank? 

Mr.  Lu'scoJiB.  Yes. 

Mr.  Redfield.  Is  Mr.  Harper  also  a  director  of  that  bank? 

Mr.  LiPstoMii.  Yes. 

Mr.  REDiaELD.  "^Vill  villi  kindly  state  to  the  committee  as  fully  as 
possible  and  in  vour  own  wav  all  vour  financial  transactions  with 
Mr.  Tuttle? 

Mr.  Lij'sctiMH.  Well,  1  sold  ^Ir.  Tuttle  my  house.  That  is  the  only 
one  I  ha\e  had  with  him. 

Mr.  Redfield.  Wlien  was  that,  Mr.  Lipscomb? 

Mr.  Lipscomb.  Some  time  last^ — I  think  it  was  last  March. 

Mr.  Redfield.  And  did  you  take  back  from  Mr.  Tuttle  a  deed  of 
trust  for  $^.''),000  at  .T  per  cent,  payable  in  installments? 

Mr.  Lipscomb.  Yes,  sir. 

.Mr.  Redfield.  And  yon  still  hold  that  mortgage  on  Mr.  Tuttle's 
house,  do  you? 

Mr.  Lipscomb.  Yes,  sir. 

Mr.  Redfield.  Did  you  know  that  early  in  1912  the  building  had 
been  appraised  by  the  insurance  department  of  the  State  of  New 
York  at  $800,000? 

Mr.  Lipscomb.  No,  sir. 

Mr.  Redfield.  Do  you  know  who  made  that  appraisal  for  the 
State  of  New  York? 

Mr.  Lipscomb.  I  do  not. 

Mr.  Redfield.  Did  I  understand  you  correctly  to  say  that  you 
judged  from  the  plans  and  specifications? 

Mr.  Lipscomb.  I  had  the  plans  and  measured  them  to  get  the  num- 
ber of  cubic  feet  in  the  building. 

Mr.  Redfbeld.  And  you  gathered  your  appraisal  from  those  plans? 

Mr.  Lipscomb.  Yes. 

Mr.  Redfield.  Did  you  know  that  in  1909,  from  the  same  plans 
and  specifications,  the  building  had  been  valued  at  $842,000? 

Mr.  Lipscomb.  No,  sir. 

Mr.  Redfield.  Have  you  a  copy  of  the  statement  from  the  owners 
of  the  Southern  Building  showing  the  renting  capacity  of  the  prop- 
erty, which  you  say  was  the  means  of  checking  up  your  appraisal  ? 

Mr.  Lipscomb.  No,  sir ;  I  have  not. 
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Mr.  EEDriELD.  In  what  form  was  that  statement? 

Mr.  Lipscomb.  What  do  you  mean?  The  letter  that  came  from 
Mr.  Carusi? 

Mr.  EEDriELD.  Was  it  a  letter  that  came  from  Mr.  Carusi  ? 

Mr.  Lipscomb.  Yes. 

Mr.  Eedfield.  Will  you  ask  him  if  he  wilt  identify  that,  please 
[handing  paper  to  Mr.  Easby-Smith]  ? 

Mr.  Lipscomb.  Yes,  sir;  this  is  it. 

Mr.  Easbt-Smith.  It  is  in  the  record  already,  Mr.  Eedfield,  at 
page  62. 

Mr.  Eedfield.  Thank  you  very  much.     At  page  62? 

Mr.  Easby-Smith.  Yes,  sir;  hearing  No.  1. 

Mr.  Eedfield.  Did  you  base  your  valuation  upon  the  full  rental 
capacity  of  the  building,  Mr.  Lipscomb,  or  upon  the  rental  capacity 
at  93  per  cent  full? 

Mr.  Lipscomb.  Why,  I  left  that  figuring  all  to  Mr.  Hensey  and 
Mr.  Dameille.  The  statement  was — I  had  a  statement  of  the — I 
think  I  have — I  know  what  it  is.     I  think  I  have  it  here. 

Mr.  Eedfield.  So  that  you  did  not  yourself  figure  it  from  the 
rental 

Mr.  Lipscomb  (interposing) .  I  went  over  it  after  they  had  figured 
it  up,  with  them. 

Mr.  Eedfield.  Have  you  got  the  original  there? 

Mr.  Lipscomb.  I  have  just  a  statement  of  that. 

Mr.  Eedfield.  Will  you  kindly  read  it? 

Mr.  Lipscomb.  Eental  capacity.  $150,000;  taxes,  $13,000;  renting 
expenses,  $22,500;  making  $35,500.  That,  deducted  from  $150,000, 
leaves  $114,500.  That,  I  believe,  was  agreed  to  go  for  incidentals 
or  repairs,  etc.  That  left  the  net  earning  capacity  of  a  hundred 
thousand  dollars. 

Mr.  Eedfield.  You  figured  upon  a  net  earning  capacity  of  a  hun- 
dred thousand  dollars  in  making  your  calculation  upon  a  5  per  cent 
basis? 

Mr.  Lipscomb.  Yes. 

Mr.  Eedfield.  Now,  Mr.  Lipscomb,  do  you  not  know  that  a  great 
deal  of  property  in  Washington  is  held  on  the  3  per  cent  earning 
basis  ? 

.    Mr.  Lipscomb.  I  do  not  know  anything  about  that,  jNIr.  Eedfield. 
1  am  not  in  that  line  of  business.     I  am  a  builder. 

Mr.  Eedfield.  You  never  heard  it  ? 

Mr.  Lipscomb.  I  figured  the  cost  of  the  building,  and  that  is  all  I 
know  about  it. 

Mr.  Eedfield.  But  if  it  should  appear  that  other  property  should 
be  valued  on  a  4  per  cent  basis,  would  you  not  feel  that  you  ought 
to  increase  your 

Mr.  Lipscomb  (interposing).  I  am  not  a  real  estate  ex23ert. 

Mr.  Eedfield.  That  paper  that  you  have  just  read,  did  I  under- 
stand you  to  say  those  figures  were  made  by  Mr.  Darneille  and  Mr. 
Hensey  ? 

Mr.  Lipscomb.  Mr.  Hensey  copied  them  from  the  statement  that  he 
had,  and  I  saw  that  they  were  correct. 

Mr.  Eedfield.  From  whom  did  he  get  that  statement  ? 

Mr.  Lipscomb.  Made  it  himself,  he  and  Mr.  Darneille,  and  I  went 
over  it  with  him  afterwards. 
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Mr.  Bedfield.  So  that,  referring  to  your  letter,  is  this  a  correct 
statement,  that  your  valuation  of  35  cents  per  cubic  foot,  plus  5  per 
cent  increased  cost  of  building  material,  was,  as  you  say,  a  close 
approximate  estimate,  for  the  reason  that  you  give,  that  it  was  impos- 
sible to  make  an  accurate  estimate  in  this  manner  ? 

Mr.  Lipscomb.  Yes,  sir. 

'Sh:  Redfeeld.  That  you  checked  it  up  by  this  memorandum  which 
you  had  ? 

Mr.  Lipscomb.  Yes. 

Mr.  Eedfield.  AA'^hich  Mr.  Hensey  calculated,  and  which  you  looked 
i:  ver  to  see  that  it  was  right  ? 

ilr.  Lipscomb.  Yes. 

Mr.  Eedfield.  That  is  all. 

Mr.  Johnson.  At  what  have  vou  valued  the  building,  please? 

Mr.  LiFScor.iB.  $2,000,000— yoii  mean  the  building  itself? 

Mr.  Johnson.  Yes ;  the  building  itself.    You  valued  that,  I  belifeve? 

Mr.  Lipscomb.  Yes.    Have  you  got  that  statement  there  ? 

Mr.  Douglas.  Yes.  [Handing  paper  to  Mr.  Lipscomb.]  Your 
letter  of  December  9. 

Mr.  Lipscomb.  $97G,921. 

Mr.  Johnson.  At  how  much  would  you  have  valued  it  if  you  had 
not  been  a  director  in  the  District  National  Bank? 

Mr.  LiPS( DjiB.  Just  the  same. 

Mr.  JdHxsdN.  IIciw  much  would  you  have  valued  it  at  if  you  had 
not  pold  Mr.  Tuttle  your  residence? 

JNIr.  Lipscomb.  Just  the  same.  That  would  not  make  any  differ- 
ence to  me.  Mr.  Johnson. 

^Ir.  Dor  GLAs.  ^Ir.  Redfield  did  not  ask  you  if  you  were  a  director 
in  other  institutions.  Are  you  not  a  director  in  Mr.  Stellwagen's 
vru.et  company? 

Mr.  Lipscomb.  The  Union  Trust  Co. ;  yes. 

^Ir.  Easby-Sjiith.  Mr.  Lipscomb.  I  understand  Mr.  Darneille 
told  you  he  had  been  instructed  by  the  superintendent  of  insurance 
to  get  yon  on  the  board  of  appraisers,  because  your  were  a  builder, 
to  appraise  the  building? 

Mr.  Lipscomb.  Yes. 

Mr.  Easby-Smith.  Did  you  understand  you  were  appraising  the 
building  for  the  insurance  department  of  the  District  of  Columbia? 

Mr.  LipscojiB.  Yes;  for  Mr.  Ingham. 

Mr.  Easby-Smith.  Did  you  ever  know  Mr.  Ingham  personally? 

ilr.  Lipscomb.  Xo.  sir;  I  never  knew  him  until  after  this  report 
was  signed.  I  met  him  some  time  after  that;  I  reckon  maybe  a 
couple  of  weeks  later. 

Mr.  Easby- Smith.  Did  you  know  at  the  time  you  appraised  the 
building  who  owned  it? 

Mr.  Lipscomb.  I  did  not. 

Mr.  Easby-Smith.  Did  you  know  at  the  time  you  appraised  it 
that  any  insurance  company  was  interested  in  it? 

Mr.  Lipscomb.  In  what  way  ? 

Mr.  Easby'-Smith.  In  owning  it? 

Mr.  Lipscomb.  No. 

Mr.  Easby-Smith.  Did  you  have  any  information  that  they  were 
interested  in  it  at  all — any  insurance  companies? 
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Mr.  Lipscomb.  Well,  I  understood  that  thoy  were  trying  to  buy  it. 

Mr.  Easbt-Smith.  The  Commercial  and  the  First  National?' 

Mr.  Lipscomb.  Well,  I  did  not  know  about  the  First  National.  I 
heard  about  the  Commercial. 

Mt.  Easby- Smith.  Did  you  know  who  the  directors  of  the  Com- 
mercial Fire  Insurance  Co.  were  at  that  time? 

Mr.  Lipscomb.  No,  sir;  I  knew  some  of  them. 

Mr.  Easby-Smith.  That  is  all,  sir. 

Mr.  Prouty.  Just  one  question.  Had  you  any  written  authority 
or  commission  from  the  superintendent  of  insurance  or  commis- 
sioner of  insurance  to  make  this  appraisal  ? 

Mr.  Lipscomb.  No,  sir. 

Mr.  Pkouty.  Had  you  any  communication  with  him  in  any  way 
about  it? 

Mr.  Lipscomb.  Only  through  Mr.  Darneille. 

Mr.  Prouty.  Well,  what  communication  did  you  have  with  him 
through  Mr.  Darneille? 

Mr.  Lipscomb.  Only  that  he  sent  him  to  me  to  ask  if  I  would  serve. 

Mr.  Prouty.  That  is,  Mr.  Darneille  told  you  that? 

Mr.  Lipscomb.  Yes. 

Mr.  Prouty.  You  do  not  know  that  Mr.  Ingham  did  ? 

Mr.  Lipscomb.  I  do  not.     I  took  his  word  for  it. 

Mr.  Prouty.  Did  you  receive  any  pay  for  this  service? 

Mr.  Lipscomb.  Yes. 

Mr.  Prouty.  Who  fixed  the  fee? 

Mr.  Lipscomb.  Well,  I  do  not  know  who  fixed  it. 

Mr.  Prouty.  Did  you  fix  your  fee? 

Mr.  Lipscomb.  I  do  not  think  I  did. 

Mr.  Prouty.  Did  you  get  a  fee? 

Mr.  Lipscomb.  Yes,  sir. 

Mr.  Prouty.  From  whom  did  you  get  it? 

Mr.  Lipscomb.  It  came  from  the  insurance  company — $50. 

Mr.  Prouty.  By  check? 

Mr.  Lipscomb.  Check  for  $50. 

Mr.  Prouty.  On  what  company  ? 

Mr.  Lipscomb.  On  what  company? 

Mr.  Prouty.  Yes ;  or  by  what  company  ? 

Mr.  Lipscomb.  It  was  signed  by  Mr.  Tuttle.  I  do  not  remember 
what  company  it  was  from. 

Mr.  Prouty.  Had  you  intimated  in  any  way  to  Mr.  Darneille  or 
to  anyone  else  what  you  thought  your  fee  ought  to  be? 

Mr.  Lipscomb.  No,  sir. 

Mr.  Prouty.  When  was  the  first  time  that  Mr.  Darneille  spoke  to 
you  about  this  matter? 

Mr.  Lipscomb.  That  was  the  first  time. 

Mr.  Prouty.  Well,  did  you  accept  right  away — ^the  first  day  ? 

Mr.  Lipscomb.  Sir? 

Mr.  Prouty.  I  say,  did  you  acce]Dt  right  away — that  day? 

Mr.  Lipscomb.  I  hesitated  for  a  little  while,  and  then  I  concluded 
I  would  do  it.  I  try  to  keep  out  of  these  things  if  I  can,  but  I  de- 
cided to  do  it. 

Mr.  Prouty.  Where  was  the  first  conversation  about  it? 

Mr.  Lipscomb.  In  my  office. 
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Mr.  Peuutt.  He  came  to  see  you  about  it  ? 

Mr.  Lipscomb.  Yes. 

Mr.  Prouty.  What  did  he  say  to  you  ? 

Mr.  Lipscomb.  He  said  he  had  been  sent  there  by  Mr.  Ii^ham  to 
ask  me  if  I  would  serve  on  a  committee  to  appraise  the  Southern 
Building  property. 

Mr.  Peotjty.  At  that  time  you  knew  Mr.  Tuttle  was  in  some  way 
or  other  interested  in  this  building,  did  you  not  ? 

Mr.  Lipscomb.  Oh,  yes;  I  knew  he  was  president  of  the  company 

Mr.  Prouty.  That  is  all. 

Mr.  JoHNSox.  To  whom  did  you  make  your  report  after  you  val- 
ued it? 

Mr.  Lipscomb.  It  went  to  Mr.  Ingham. 

Mr.  Johnson.  That  was  in  writing,  was  it? 

Mr.  Lipscomb.  Yes. 

Mr.  Johnson.  And  that  is  in  the  record  ? 

Mr.  Lipscomb.  Yes. 

Mr.  Prouti-.  Did  you  send  it  to  Mr.  Ingham  ? 

Mr.  Lipscomb.  Yes. 

Mr.  Prouty.  Personally? 

Mr.  Lipscomb.  Mr.  Hensey  sent  it.  We  all  signed  it  and  turned 
it  over  to  him  and  he  sent  it. 

Commissioner  Judson.  Mr.  Lipscomb,  did  you  bid  on  the  Southern 
Building  ? 

Mr.  Ltpscomb.  No.  sir.  I  do  not  think  it  was  in  the  market. 
Colonel. 

Commissioner  .Judson.  It  was  not  in  the  market? 

Mr.  Lipsc<i-MB.  The  building  was  not  itself. 

Commissioner  Judson.  Oh,  I  see.  If  you  had  bid  upon  it  you 
would  have  bid  about  35  cents? 

Mr.  Lipscomb.  Well,  I  do  not  make  an  estimate  that  way  when  I 
am  bidding  to  do  work. 

Commissioner  Judson.  Do  you  think  you  would  have  gotten  the 
work  if  it  had  been  in  the  market — the  open  market? 

Mr.  Lipscomb.  How  is  that? 

Commissioner  Judson.  If  there  had  been  an  open-market  letting 
you  would  probably  have  bid  upon  it? 

Mr.  LiPScojiR.  If  I  had  been  invited  I  probably  would  have. 

Commissioner  Judson.  What  class  of  buildings  do  you  usually 
build  ?    Are  they  not  of  the  highest  class  ? 

Mr.  LiPscojiB.  Yes ;  they  are  of  the  highest  class. 

Commissioner  Judson.  Your  buildings  are  buildings  that  cost 
more  than  the  buildings  of  most  builders,  are  they  not  ? 

Mr.  Lipscomb.  Well,  I  do  high-class  work. 

Commissioner  Judson.  That  is  the  point.  Do  you  still  think  that 
your  estimate  is  one  that  you  would  like  to  stand  by,  or  would  you 
wish  to  modify  it  now? 

Mr.  Lipscomb.  I  have  no  reason  to  change  my  mind  at  all. 

Commissioner  Judson.  You  are  perfectly  satisfied  with  it? 

Mr.  Lipscomb.  Perfectly. 

Commissioner  Judson.  That  is  all. 

Mr.  Easby-Smith.  Did  you  receive  from  Mr.  Darneille  or  any- 
body else,  directly  or  indirectly,  any  intimation  as  to  the  sort  of  ap- 
praisement that  was  wanted — whether  high  or  law  ? 
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Mr.  Lipscomb.  No,  sir. 

Mr.  Easby-Smith.  That  is  all. 

Mr.  Caeusi.  One  question,  please.  You  build  a  great  many  ex- 
pensive and  high-class  residences  here,  do  you  not? 

Mr.  Lipscomb.  Yes ;  I  am  putting  up  six  fireproof  residences  now. 

Mr.  Cakusi.  But  you  have  built  office  buildings  here,  have  you  not? 

Mr.  Lipscomb.  Yes,  sir. 

Mr.  Kedfield.  How  would  you  figure,  if  you  were  bidding  for  a 
contract,  Mr.  Lipscomb  ? 

Mr.' Lipscomb.  Just  as  I  stated  in  that  letter  to  the  commissioners, 
through  Mr.  Ingham,  it  would  be  item  by  item. 

Mr.  Redfield.  That  is,  you  would  take  the  steel  by  itself. 

Mr.  Lipscomb.  Everything  by  itself. 

Mr.  Redfield.  And  the  various  items 

Mr.  Lipscomb  (interposing).  Yes. 

Mr.  Redfield  (continuing).  And  obtain  accurate  costs  of  what 
they  could  be  had  for? 

Mr.  Lipscomb.  Yes,  sir. 

Mr.  Redfield.  And  figure  them  in  that  way? 

Mr.  Lipscomb.  Yes. 

Mr.  Redfield.  Do  you  regard  that  as  a  more  accurate  method  of 
figuring  than  to  figure  by  the  cubic  foot  ? 

Mr.  Lipscomb.  Very  much  more. 

Mr.  Redfield.  You  said  it  was  a  close  approximate  estimate,  as  I 
understand.  You  have  made  a  voluntary  correction  in  it,  for  the 
absence  of  vaults,  amounting  to  $30,000  ? 

Mr.  Lipscomb.  Yes,  sir. 

Mr.  Redfield.  Wliat  do  you  mean  by  a  close  approximate  esti- 
mate ?    How  close  is  it  ? 

Mr.  Lipscomb.  Well,  I  thinkj  in  a  building  of  that  size,  if  you 
come  within  10  per  cent  of  its  cost  you  are  doing  very  well. 

Mr.  Redfield.  So  you  are  willing  for  the  committee  to  understand 
that  your  estimate  of  its  value  might  be  10  per  cent  out  of  the  way  ? 

Mr.  Lipscomb.  Might  be  10  per  cent  out  of  the  way ;  yes. 

Mr.  Redfield.  And  that  is,  as  an  experienced  builder,  about  as 
close  as  you  think  it  wise  to  state  it,  under  such  a  method  of  calcula- 
tion, I  mean? 

Mr.  Lipscomb.  It  is  as  close  as  I  would  like  to  make  it  if  I  were 
to  take  a  contract  to  put  up  the  building. 

Mr.  Redfield.  Now,  you  know,  do  you  not — simply  to  find  out 
whether  you  have  been  informed — that  the  contract  price  for  this 
building  was  $681,000? 

Mr.  Lipscomb.  Yes. 

Mr.  Redfield.  And  that  the  contractor,  or  others  for  him,  have 
stated  in  a  legal  proceeding  that  the  profit  on  it  was  $60,000  ?  What 
is  your  judgment,  as  an  expert  builder,  as  to  whether  that  is  an 
accurate  statement  or  not  ?  That  he  made  $60,000  on  a  contract  for 
$681,000,  three  years  ago,  was  it  ? 

Mr.  Douglas.  Two. 

Mr.  Redfield.  Two  years  ago? 

Mr.  Lipscomb.  I  could  not  tell  what  he  made  on  it,  but  I  would 
like  to  have  a  job  at  that  figure  and  make  that  much  on  it. 

Mr.  Redfield.  I  think  I  understand  you  perfectly. 
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Mr.  Lipscomb.  Sir. 

Mr.  Eedfield.  You  meant  you  would  like  to  have  the  job  at  that 
figure,  if  you  could  make  that  much  on  it  ? 

Mr.  Lipscomb.  I  said  I  would  like  to  make  that  much  out  of  the 
work.  I  would  not  take  it  at  that  figure,  though,  because  I  would 
lose  probably  $60,000  or  more. 

Mr.  Redfield.  That  was  what  I  wanted  to  know.  You  regard 
that  price,  then,  as  a  low  price  ? 

Mr.  Lipscomb.  I  think  it  could  not  possibly  be  built  for  that  money 
as  it  is  nqw.     I  do  not  know  what  they  did  there  for  that  money. 

Commissioner  Jijdson.  Do  you  know  the  terms  of  that  contract? 

Mr.  Lipscomb.  I  do  not  know  anything  about  it.  Colonel. 

Commissioner  Judson.  "Well,  may  I  refresh  his  memory,  Mr.  Doug- 
las, that  the  contract  was  for  $681,000,  which  inchided  $65,000,  a 
lump  sum  ascertained  afterwards,  for  profit;  that  is,  the  building, 
$621,000  to  build  it,  and  you  think  that  is  humanly  impossible. 

Mr.  Lipscomb.  I  think  so. 

Commissioner  Judson.  Have  yon  been  through  the  building,  Mr. 
Lipscomb,  very  carefully? 

Mr.  Lipscomb.  Yes. 

Commissioner  Jddson.  Have  you  inspected  the  character  of  it? 

]\Ir.  Lipscomb.  Yes,  sir. 

Commissioner  JtiDst)^.  Well,  how  do  you  think  that  fellow  did  it? 

^Ir.  Lipst  omb.  I  do  not  know.     He  is  the  best  one  to  tell  that. 

Mr.  Johnson.  You  say  this  building  was  not  on  the  market  for 
competitive  bidding  among  builders? 

Mr.  Lipscomb.  I  do  not  know;  I  do  not  think  it  was. 

Mr.  Johnson.  Well,  if  you  knew,  I  was  going  to  ask  you  why  it 
was  not. 

Mr.  Lipscojib.  I  could  not  tell  you  that.  Sometimes  buildings 
are  not  on  the  market.  I  get  buildings  myself  that  are  not  on  the 
market,  and  build  them  on  the  percentage  basis. 

Mr.  Johnson.  All  right. 

Mr.  Douglas.  That  is  all  we  have. 

^Ir.  George.  Just  one  thing  I  want  to  get  clear.  Some  of  the 
experts  here  have  testified  about  the  cubic  foot  measurement,  and 
the  estimate  of  cost,  and  others  of  the  experts  here  do  not  seem  to 
have  used  that.  There  is  a  great  diversion  among  builders  or  ex- 
perts on  such  matters,  is  there,  or  is  there  not?  What  is  your  state- 
ment ? 

Mr.  Lipscomb.  I  do  not  know  of  any  other  method  of  getting  at  it. 
Getting  the  cubical  contents  is  a  guess,  anyhow.  It  is  approximate, 
but  this  is  the  best  rule  I  know  of  for  a  guess. 

Mr.  George.  The  reason  I  asked  that  question  was  this:  Some 
men  have  great  experienc;e  in  putting  up  buildings  of  a  certain  class, 
and  they  standardize  their  business,  so  to  speak,  and  they  say  build- 
ings of  a  certain  size  and  certain  material  we  can  build  at  61  cents; 
our  experience  says  so;  and  other  buildings  of  a  certain  class  and 
certain  materials,  40  cents  a  cubic  foot. 

Mr.  Lipscomb.  Well,  they  have  probably  built  buildings  of  that 
class,  and  then  they  know  what  they  cost. 

Mr.  George.  Yes. 

Mr.  Lipscomb.  And  you  can  tell  what  a  building  is  worth,  just 
as  this  Southern  Building  is,  if  you  know  what  it  cost,  after  it  is 
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finished.     These  people  hare  put  up  buildings  of  that  kind  and  Icnow 
what  they  cost. 

Mr.GEOEGE.  They  have  systematized  their  business  out  of  their 
experience,  so  they  can  estimate  what  it  will  cost  bv  the  cubic 
foot;  they  say  a  certain  building  we  will  undertake  to' put  up  for 

41  cents 

Mr.  Lipscomb  (interposing).  It  is  equivalent  to  saying  '"We  will 
duplicate  that  building  for  so  much  money."  There  is  no  reason  for 
gomg  into  the  cubic  feet  at  all. 

Mr.  George.  That  would  be  your  way  of  doing  it? 
Mr.  Lipscomb.  Yes 

Mr.  George.  But  there  would  be  other  men  who  would  do  other- 
wise. There  are  regular  and  large  builders  who  do  it  in  that  way, 
are  there  not? 
Mr.  Lipscomb.  I  do  not  know.  I  suppose  there  are,  Mr.  George. 
Mr.  George.  Well,  I  just  wanted  to  bring  out  the  fact  that  there 
may  be  builders  who  put  up  buildings  by  the  cubic-foot  estimate,  and 
others  who  have  to  go  after  the  matter  by  estimating  on  all  the  ma- 
terials. 

Mr.  Lipscomb.  Well,  we  do  that  in  our  business.    We  estimate  on 
all  the  materials. 
Mr.  George.  Yes. 

Mr.  Lipscomb.  It  is  not  fair  for  the  owner  nor  for  the  contractor 
to  estimate  on  the  building  by  the  cubic  foot. 

Mr.  George.  Yet  some  men  do  make  profits  out  of  the  business, 
and  do  their  business  in  that  way  ? 

Mr.  Lipscomb.  They  make  profit  out  of  the  business,  but  they  do 
not  go  in  the  market  and  get  work  in  that  way. 

Mr.  George.  However,  they  do  do  a  large  business  in  that  way? 
Mr.  Lipscomb.  They  may  do  that,  but  they  can  not  figure  buildings 
accurately  in  that  way. 

Mr.  George.  Well,  the  point  I  want  to  make  is,  one  builder  may 
build  it  by  estimating  his  material,  and  the  other  out  of  his  ex- 
perience, which  has  standardized  it  so  that  he  can  say  41  cents  a  cubic 

foot  for  a  building  of  this  kind 

Mr.  Lipscomb  (interposing).  Well,  he  has  his  rule  for  it.  and  other 
people  have  theirs,  I  suppose. 

Mr.  George.  So  that  there  are  differences  in  that  respect,  in  other 
words? 
Mr.  Lipscomb.  Certainly. 
Mr.  George.  That  makes  it  clear  to  me. 

Mr.  Douglas.  Mr.  Chairman,  that  is  all  we  have  this  afternoon.  It 
is  now  nearly  half  past  4. 

Mr.  Johnson.  Maybe  we  had  better  adjourn  then  until  to-morrow 
morning  at  10  o'clock. 

Whereupon,  at  4.15  p.  m.,  the  subcommittee  adjourned  until 
Wednesday,  January  15,  1913,  at  10  o'clock. 
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INVESTIGATION  OF  INSURANCE  COMPANIES  AND  OFFICE  OF  COMMIS- 
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Subcommittee  or  the 
Committee  on  the  District  of  Columbia, 

House  of  Representatives, 
Washington,  D.  C,  Jammry  15,  1913. 
The  subcommittee  met  at  10  o'clock  a.  m.,  Hon.   Ben  Johnson 
(chairman)  presiding. 

Present  of  the  committee:  Mr.  Johnson  (chainnan),  Mr.  Redfield, 
and  Mr.  Prouty. 

Present  also:  Francis  H.  Stephens,  assistant  corporation  counsel 
of  the  District  of  Columbia ;  Hon.  Cuno  H.  Rudolph,  Commissioner 
of  the  District  of  Columbia;  of  counsel,  Mr.  J.  S.  Easby-Smith, 
representing  the  superintendent  of  insurance  of  the  District  of  Co- 
lumbia; and  Messrs.  Charles  A.  Douglas  and  Charles  F.  Carusi, 
representing  the  Commercial  Fire  Insurance  Co.,  the  First  National 
Fire  Insurance  Co.  of  the  United  States,  and  the  Washington  Loan 
&  Title  Co. 

Mr.  Johnson.  Mr.  Douglas,  you  may  proceed. 
Mr.  DouGixAS.  I  will  call  Mr.  Theodore  Starrett. 

TESTIMONY  OF  ME.  THEODORE  STARRETT. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Douglas.  Mr.  Starrett,  give  your  full  name  and  place  of  resi- 
dence and  business. 

Mr.  Stareett.  My  full  name  is  Theodore  Starrett;  my  residence  is 
Bloomfield,  N.  J.,  and  my  place  of  business  is  New  York  City. 

Mr.  Douglas.  What  is  your  business,  Mr.  Starrett  ? 

Mr.  Stareett.  A  builder. 

Mr.  Douglas.  How  long  have  you  been  a  builder,  Mr.  Starrett? 

Mr.  Stareett.  Counting  apprenticeship  and  actual  engagement  in 
the  business,  28  years. 

Mr.  Douglas.  Mr.  Starrett,  can  you  give  some  of  the  principal 
buildings  that  you  have  built  or  participated  in  the  building  of,  as 
a  builder,  in  New  York  and  elsewhere? 

Mr.  Staeeett.  I  have  built  so  many  that  I  do  not  think  I  could 
possibly  remember  them  all,  but 

Mr.  Douglas  (interposing).  Just  give  a  few. 

Mr.  Staeeett.  I  can  give  you  a  few.  The  Cheseborough  Building, 
in  New  York  City 

Mr.  Douglas  (interposing).  The  what? 

Mr.  Starrett.  In  New  York  City  I  will  mention  the  Cheseborough 
Building,  the  Battery  Park  Building,  the  Atlantic  Building,  the 
Euhn-Loeb  Building,  the  building  called  "  68  William  Street,"  the 
Wyllys  Building. 

1257 


1258  INVESTIGATION   OF   INSXJEANCE   COMPANIES. 

Mr.  Douglas.  Have  you  built  any  buildings  of  the  general  style 
or  type  of  the  Southern  Building? 

Mr.  Staerett.  Of  this  building  that  you  are  asking  me  about? 

Mr.  DoTTGLAS.  Yes. 

Mr.  Staerett.  Yes,  sir. 

Mr.  Douglas.  "Wliere?    In  New  York,  or  elsewhere? 

Mr.  Staeeett.  Well,  I  have  built  all  o^er  the  country,  you  might 
say.  I  have  built  all  over  the  country,  and  I  have  built  a  great 
many  in  New  York  of  this  type ;  some  in  Chicago,  Cleveland,  Toledo, 
Buffalo,  Syracuse,  and  a  lot  of  other  places. 

Mr.  Douglas.  Is  this  what  you  would  call  a  standard  type  of 
building  ? 

Mr.  Staeeett.  Yes ;  I  do.  I  call  this  a  standard  type  of  fireproof 
office  building. 

Mr.  Douglas.  I  suppose  you  know  the  architects  who  designed  this 
building — Burnham  &  Co.  ? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  Do  they  stand  high  as  office-building  architects  ? 

Mr.  Staeeett.  They  are  the  most  expert  office-building  architects 
in  the  country,  I  think. 

Mr.  Douglas.  Yes. 

Mr.  Staeeett.  They  make  a  specialty  of  that  kind  of  work. 

Mr.  Douglas.  And  your  firm,  you  say,  has  done  a  great  deal  of 
work  of  that  sort? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  And  built  a  great  many  buildings  of  this  type  ? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  Were  you  not  formerly  of  the  Thompson-Star- 
rett  Co.  ? 

Mr.  Staeeett.  I  was  the  president  of  it. 

Mr.  Douglas.  The  president  of  that  company  ? 

Mr.  Staeeett.  And  one  of  the  founders  of  it. 

Mr.  Doir.LAS.  Therefore  it  takes  the  " Starrett "  part  of  the  name 
from  you? 

Mr.  Staeeett.  From  me;  yes. 

Mr.  Douglas.  You  are  not  connected  with  it  now  ? 

Mr.  Staeeett.  No  ;  I  have  not  been  for  five  years. 

Mr.  Douglas.  You  have  sold  out  your  interest? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  And  you  are  now  conducting  your  business  under 
what  name? 

Mr.  Staeeett.  My  own  name. 

Mr.  Douglas.  Your  own  name? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  Are  you  doing  any  important  building  in  New  York 
City  now? 

Mr.  Staeeett.  Well,  we  are  doing  some;  yes.  Not  building  any- 
thing of  this  particular  class  at  this  particular  time. 

Mr.  Douglas.  But  you  are  doing  other  large  building  ? 

Mr.  Staeeett.  Yes ;  quite  a  number  of  buildings ;  five  or  six  in  New 
York. 

Mr.  Douglas.  Mr.  Starrett,  have  you  examined  the  Southern  Build- 
ing here-  as  it  stands  to-day,  and  in  conjunction  with  the  plans  and 
specifications  used  in  the  original^^onstruction  of  the  building? 
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Mr.  Stakrett.  Yes,  sir. 

Mr.  Douglas.  You  have  gone  carefully  over  the  Southern  Building 
in  the  last  24  hours,  have  you  riot  ? 

Mr.  Stakeett.  Yes ;  I  have  just  been  looking  over  it  this  morning. 

Mr.  Douglas.  Yes;  this  morning.  Are  you  prepared  to  express 
an  opinion  to  this  committee  that  you  think  can  be  safely  relied 
upon  as  to  what  would  be  the  cost  of  reproducing  that  building  at 
this  time,  or  in  the  fall  of  1912? 

Mr.  Starrett.  Yes ;  I  thinli  so. 

Mr.  Douglas.  Well,  state  to  the  committee  what  in  your  opinion 
would  be  the  amount  of  money  necessary  to  reproduce  the  Southern 
Building  as  it  stands  to-day. 

Mr.  Starrett.  I  have  just  finished  a  calculation  to  answer  that 
question,  and  my  figure  is  $1,027,466.60,  to  give  you  the  exact  figures. 
That  is  due  to  the  fact  that  my  cubic  content  figure  came  out  a  cer- 
tain way,  but  I  should  say  it  was  $1,025,000. 

Mr.  Douglas.  What  is  that?  That  includes  everything,  I  sup- 
pose; carrying  charges,  etc.? 

Mr.  Starrett.  That  includes  the  building  itself,  architect's  fee, 
and  carrying  charges  during  construction,  taxes,  which,  in  my  ex- 
perience have  always  been  included  in  the  cost  of  a  building. 

Mr.  Douglas.  You  are  taking  the  building  just  as  it  is,  with  the 
trust  company  quarters  on  the  lower  floor,  etc.  ? 

Mr.  Starrett.  Yes;  I  am  taking  it  just  as  it  is,  and  as  I  have  been 
informed  that  it  is,  and  as  I  have  read  in  the  specifications  that  it  is. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  For  instance,  I  take  into  account  the  fact  that  it  has 
the  foundations  and  structural  steel  for  two  additional  stories. 

Mr.  Douglas.  Yes.    You  take  that  into  account? 

Mr.  Starrett.  Yes. 

Mr.  Douglas.  Now,  how  many  cubic  feet — what  do  you  find  to  be 
the  cubic  feet  contents  of  this  building  ? 

Mr.  Starrett.  Well,  my  figure  of  the  cubic  contents  of  this  build- 
ing is  2,587,000. 

Mr.  Douglas.  The  method  of  arriving  at  the  cubic  contents — the 
methods  vary  somewhat,  do  they  not,  with  different  builders  ? 

Mr.  Starrett.  Why,  I  never  saw  two  people  who  would  figure 
them  up  the  same. 

Mr.  Douglas.  Why  is  that,  Mr.  Starrett? 

Mr.  Starrett.  Well,  the  cubic  contents  item,  for  the  purpose  of 
making  an  estimate,  is  made  up,  as  a  rule,  according  to  the  mental 
methods  of  the  man  who  is  going  to  put  the  figure  on,  and  I,  myself, 
have  a  way,  and  those  who  work  for  me  have  a  way  of  measuring 
from  a  distance  a  foot  below  the  basement  floor. 

Mr.  Douglas.  From  a  foot  below  the  basement  floor  ? 

Mr.  Starrett.  Yes;  to  the  top  of  the  cornice,  adding  the  pent 
houses,  skylights,  and  other  projecting  members  of  the  building, 
where  they  project  above  this  cornice  line. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  Deducting,  of  course,  all  courts. 

Mr.  Douglas.  All  what? 

Mr.  Starrett.  Courts. 

Mr.  Douglas.  Courts? 
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Mr.  Starrett.  Yes.  In  other  words,  to  try  and  get  at  what  you 
might  call  the  displacement  of  the  building. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  "\Miile  some  people — well,  I  will  not  tell  anything 
about  the  way  other  people  figure — but  they  all  vary.  Some  :^ellows 
never  add  a  foot  below  the  basement  floor.  Others  will  go  and  take 
in  all  of  the  bulk  of  the  foundation.    I  do  not. 

Mr.  Douglas.  "Well,  though  they  vary  in  their  methods  of  ar- 
riving at  the  number  of  cubic  feet,  all  the  matters  are  considered 
under  one  head  or  another  in  determining  the  question  of  the  approxi- 
mate cost  of  construction? 

Mr.  Starrett.  Yes.  If  a  man  takes  off  a  scant  cubic  contents, 
and  he  knows  his  business,  he  will  use  an  ample  price.  If  he  takes 
off  a  generous  cubic  contents,  he  will  use  a  closer  price. 

Mr.  Douglas.  I  see.  What  do  you  think  would  be  about  the  price 
per  cubic  foot,  then — what  do  you  make  that  to  be? 

Mr.  Starrett.  Well,  I  have  figured  this  building  in  three  items. 
The  building  itself,  as  it  would  be  built  by  a  contractor — general 
contractor — at  35  cents  a  cubic  foot,  and  it  amounts  to  $905,000, 
roughly;  and  then  I  add  architect's  fees,  interest  during  construc- 
tion, and  taxes,  and  other  items  like  that,  which  amount  to  $122,000. 

]Mr.  Douglas.  That  makes  about  a  million  and 

Mr.  Starreit  (interposing).  In  making  a  bulk  of  $1,025,000,  my 
items  of  architect's  fees  and  carrving  charges  would  amount  to 
$120,000. 

Mr.  Douglas.  $120,000? 

Mr.  Starretf.  Yes. 

Mr.  Dot cLAs.  Now,  you  are  making  that  estimate  on  the  basis  of 
what,  in  your  judgment,  it  would  cost  to  put  that  building  here  in 
Washington  ? 

Mr.  Starrett.  That  is  what  I  think  that  building  ought  to  cost  to 
be  built  again  at  this  time. 

Mr.  Douglas.  Yes. 

Mr.  Starrett'.  There  are  a  great  many  circumstances  that  enter 
into  the  building  of  buildings,  and  sometimes  they  cost  too  much,  and 
sometimes  they  cost  too  little. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  But  I  consider  that  a  fair  price. 

Mr.  Douglas.  Is  35  cents  a  low  or  a  high  estimate  per  cubic  foot 
for  an  office  building  of  this  standard  or  this  type  ? 

Mr.  Starrett.  Well,  I  think  you  might  say  that  it  is  a  low  figure. 

Mr.  Douglas.  A  low  figure? 

Mr.  Starrett.  For  a  building  of  this  size,  because  so  many  build- 
ings of  this  size  cost  a  great  deal  more. 

Mr.  Douglas.  Yes. 

Mr.  Starrett'.  But  I  took  into  account  this  place  and  the  condi- 
tion here.    You  could  not  build  it  for  that  money  m  New  York. 

Mr.  Douglas.  You  could  not? 

Mr.  Starrett.  No. 

Mr.  Douglas.  How  much  more  would  it  cost  in  New  York? 

Mr.  Starrett.  Well,  it  would  cost  at  least  40  cents,  and  it  might 
cost  50. 

Mr.  Douglas.  You  say  you  have  built  buildings  of  this  very  type 
many  times  in  various  cities  ? 
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Mr.  Staejrett.  A  great  many. 

Mr.  Douglas.  Yes.   ' 

Mr.  Starrett.  I  have  built  all  kinds  of  buildings. 

Mr.  Douglas.  Well,  let  us  take  this,  as  a  terra  cotta  building,  or 
terra  cotta  finish,  and  not  a  marble  finish.  You  took  that  into  ac- 
count, I  suppose,  in  your  estimate  ? 

Mr.  Staeeett.  Yes ;  I  took  that  all  into  account. 

Mr.  Douglas.  Is  that  a  good  grade  or  quality  of  terra  cotta  ? 

Mr.  Starrett.  It  is  up  to  the  standard. 

Mr.  Douglas.  It  is  up  to  the  standard  ? 

Mr.  Starrett.  Yes.    Just  good  average  work. 

Mr.  Douglas.  And  vou  have  built  buildings  with  terra  cotta  finish 
like  that? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Douglas.  And  the  same  type  of  building  as  this  ? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  Quite  a  number  of  them  ? 

Mr.  Starrett.  Yes. 

Mr.  Douglas.  Do  you  remember  about  what  they  ran  you,  as  a 
matter  of  actual  experience,  as  to  cost? 

Mr.  Starrett.  Yes. 

Mr.  Douglas.  Were  any  of  them  under  35  cents? 

Mr.  Staeeett.  Well,  I  built,  when  I  was  a  young  fellow,  buildings 
of  this  type  for  less  than  that. 

Mr.  Douglas.  How  long  ago? 

Mr.  Staeeett.  Oh,  that  would  be  16  or  17  years. 

Mr.  Douglas.  Yoit  have  not  built  any  in  the  last  five  years,  have 
you? 

Mr.  Starrett.  No;  you  can  not  do  it  now. 

Mr.  Douglas.  Can  you  recall  any  in  the  last  five  years  of  this  type, 
with  terra-cotta  finish,  that  you  have  built  as  low  as  35  cents  ? 

Mr.  Starrett.  No;  my  experience  in  the  last  four  or  five  or  six 
years  has  been — where  I  have  built  buildings  of  this  type  I  have  been 
in  a  market  where  they  have  cost  from  40  to  55  cents  a  foot. 

Mr.  Douglas.  From  40  to  55  cents  a  foot? 

Mr.  Starrett.  That  is  New  York,  particularly. 

Mr.  Douglas.  So,  in  making  the  estimate  that  you  ha^'e  on  this 
building,  you  have  not — you  have  carefully  excluded  from  considera- 
tion any  question  of  marble  buildings  or  marble  finish? 

Mr.  Starrett.  No  ;  if  this  were  a  marble  building  I  would  have  to 
make  a  diflferent  item  for  the  cost. 

Mr.  Douglas.  Mr.  Starrett,  will  yon  state  whether  there  is  any  sub- 
stantial difference  in  the  cost  of  material  in  Washington,  delivered 
here  as  compared  to  New  York,  on  the  average. 

Mr.  Starrett.  Well,  my  experience  is  that  the  average  cost  of 
material,  when  you  take  the  whole  run  of  what  is  required  in  a  build- 
ing, is  about  the  same  as  it  is  in  New  York  or  any  other  big  city. 

Mr.  Douglas.  I  suppose  labor  is  a  little  higher  in  New  York  than 
it  is  here  ? 

Mr.  Staeeett.  Labor  is  a  great  deal  higher  in  New  York  and -not 
so  willing  to  work.  The  principal  difference  betAveen  New  York 
and  Washington  is  in  the  labor. 

Mr.  Douglas.  What  was  the  last  remark  you  made,  Mr.  Starrett? 
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Mr.  Starreit.  I  ^ay  the  principal  diflference  between  New  York 
and  Washington 

Mr.  Douglas  (interposing).  Is  a  question  of  labor,  I  understood 
you  to  say  ? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  Will  you  state  to  the  committee,  Mr.  Starrett,  the 
difference  in  the  price  of  steel  now  as  compared  with  two  years  ago? 

Mr.  Starrett.  Well,  I  could  state  the  difference  in  the  price  of 
steel  now  and  three  years  ago,  for  instance. 

Mr.  Douglas.  Well — -— 

Mr.  Starrett  (interposing).  But  it  is  very  arbitrary.  The  base 
price  of  steel,  which  is  the  price  of  the  raw  material  at  the  miUs, 
has  been  practicallj'  stationary  for  the  last  four  or  five  years,  but 
the  cost  of  fabricated  material,  such  as  we  erect  in  a  building 

Mr.  Douglas  (interposing) .  That  is,  where  the  parts  are  made  to 
fit  and  everything 

Mr.  Starrett  (interposing) .  Yes ;  that  fluctuates  with  the  market. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  When  times  are  hard,  you  can  buy  steel — I  have 
bought  steel  as  low  as  $48  a  ton,  erected,  and  I  have  known  it  to 
cost  a  year  afterwards  as  high  as — well,  I  have  known  steel  to  cost 
f 90  a  ton,  for  a  big  building. 

Mr.  Douglas.  Within  a  year? 

Mr.  Starrett.  Within  a  year. 

Mr.  Douglas.  Well,  let  us  take  1910;  the  last  half  of  1910,  as  com- 
pared to  now — the  last  half  of  1912.  About  what  is  the  difference 
m  the  price  of  fabricated  steel  ? 

Mr.  Starrett.  Between  that  and  now? 

Mr.  Douglas.  Yes;  between  1910  and  now. 

Mr.  Starrett.  Well,  T  should  say,  for  an  average,  it  is  all  of  $10 
a  ton. 

Mr.  Douglas.  Yes. 

Mr.  Starrett  (supplementing).  In  a  building. 

Mr.  Douglas.  All  of  $10  a  ton? 

Mr.  Starrett.  Yes. 

Mr.  Douglas.  Now,  Mr.  Starrett,  do  you  know  what  is  meant  by — 
I  suppose  you  do — by  the  term  "obsolescence"  of  a  building? 

Mr.  Starrett.  Yes;  I  think  I  do. 

Mr.  Douglas.  I  will  ask  you.  Is  it  proper  to  charge  obsolescence, 
whether  it  be  2  per  cent  or  3  per  cent  or  what — I  suppose  that  is  more 
or  less  arbitrary — the  percentage — is  that  chargeable  against  the 
property,  the  value'  of  the  property,  or  against  the  income  ? 

Mr.  Starrett.  Why,  I  do  not  think  it  is  chargeable  against  income 
of  a  building. 

Mr.  Douglas.  It  is  not? 

Mr.  Starrett.  No. 

Mr.  Douglas.  Did  you  ever  hear  of  it  being  done  ? 

Mr.  Starrett.  I  never  did. 

Mr.  Douglas.  You  never  did? 

Mr.  Starrett.  No.  It  is  perfectly  proper,  if  anybody  wants  to 
ciharge  an  obsolescence  account  to  his  building,  for  him  to  do  so.  It 
is  a  free  country. 

Mr.  Douglas.  Yes. 
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Mr.  Staeeett.  But  I  never  heard  of  it  being  done,  and  where 
people  are  in  localities  where  real  estate  is  valuable,  as  it  is  in  the 
good  locations  of  all  the  great  cities,  the  real  estate  value  takes  care 
of  more  than  the  obsolescence — a  great  deal  more. 

Mr.  DoTJGLAs.  Yes. 

Mr.  Staeeett.  Takes  care  sometimes  of  early  death,  before  adoles- 
cence is  over.  And  you  can  see  that  in  New  York,  because  in  a  num- 
ber of  cases  the  people  there  have  torn  down  very,  very  expensive 
buildings  that  have  not  been — why,  which  have  not  begun  to  get 
old. 

Mr.  Douglas.  Yes. 

Mr.  Staeeett.  And  thrown  them  away,  and  paid  money  to  get 
them  removed ;  have  gotten  nothing  for  them,  and  paid  their  money 
to  get  them  removed,  and  still  they  are  ahead  of  the  game,  because 
the  land  has  taken  care  of  them. 

Mr.  Douglas.  You  could  hardly  do  that  unless  the  increment  in 
the  value  of  the  land  would  enable  you  to  do  that  very  thing? 

Mr.  Staeeett.  That  is  the  idea. 

Mr.  Douglas.  They  would  do  it  before  the  building  would  become 
obsolete  or  antiquated,  would  they  not  ? 

Mr.  Staeeett.  In  these  cases  that  I  speak  of. 

Mr.  Douglas.  The  purpose  of  that  is  to  erect  a  building  large 
enough  and  new  enough  to  be  in  keeping  with  the  increased  value  of 
the  ground ;  is  that  right  ? 

Mr.  Staeeett.  That  is  the  right  idea. 

Mr.  Douglas.  Well,  you  take  the  building  on  the  corner  of  Nassau 
and  Wall — the  northwest  corner — ^now  occupied  by  the  Bankers' 
Trust  Building,  do  you  know  the  history  of  that? 

Mr.  Staeeett.  Yes;  I  know  something  about  it.  I  saw  them  fin- 
ishing that  building  about — let  me  see — about  1897. 

Mr.  Douglas.  1897? 

Mr.  Staeeett.  Yes ;  that  is  16  years  ago. 

Mr.  Douglas.  You  mean  finishing  the  building  that  has  been  re- 
moved ? 

Mr.  Staeeett.  Finishing  this  building  that  you  are  asking  me 
about. 

Mr.  Douglas.  Yes. 

Mr.  Staeeett.  It  was  brand  new  at  or  about  the  spring  of  1898. 

Mr.  Douglas.  Then  what  happened  to  it  ? 

Mr.  Staeeett.  And  two  years  ago  they  started  to  tear  it  down,  and 
they  paid  $50,000,  as  I  have  been  credibly  informed,  to  have  it 
removed. 

Mr.  Douglas.  Paid  $50,000  to  have  it  removed  ? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  And  got  nothing  at  all  for  the  building? 

Mr.  Staeeett.  Got  nothing  at  all  for  the  building,  and  paid 
$50,000  to  have  it  taken  away. 

Mr.  Douglas.  And  the  building  was  but  16  years  old  ? 

Mr.  Staeeeit.  Yes. 

Mr.  Douglas.  How  many  stories  was  it? 

Mr.  Staeeett.  I  have  had  some  experience  of  my  own,  but  I  do 
not  want  to  make  this  a  long  story,  unless  you  want  me  to 

Mr.  Douglas  (interposing).  Well,  we  want  some  enlightenment 
on  that  subject.    We  will  not  make  it  long. 
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Mr.  Staerett.  I  took  down  myaelf— at  least  I  was  at  the  head 
of  the  company  which  took  down  a  building  called  the  Kemp  Build- 
ing, which  was  at  the  corner  of  Cedar  and  Wall  Streets.  It  was 
built  by  Mr.  Kemp,  a  well-known  man,  and  intended  to  be  his  monu- 
ment. It  was  six  or  seven  stories  high  and  with  a  very  elaborate 
cast-iron  front,  and  it  was  not  25  years  old,  and  we  toolt  that  down 
to  make  way  for  the  building  Avhich  stands  there  now,  which  is  16 
stories  high':  and  in  that  case,  owing  to  the  fact  that  it  had  a  lot  of 
cast  iron  in  it.  I  think  we  were  able  to  sell  that  building — we  realized 
out  of  that  old  building.  I  guess,  a  couple  of  thousand  dollars  for 
old  material. 

Mr.  Douglas.  The  building  where  the  Bankers'  Trust  Co.  Build- 
ing is  now,  which  was  torn  down,  and  which  was  only  16  years  old, 
how  many  stories  was  that? 

Mr.  Starrett.  Sixteen  stories. 

Mt.  Douglas.  Sixteen  stories? 

Mr.  Starrett.  Yes. 

Mr.  Douglas.  You  say,  Mr.  Starrett,  that  you  have  never  known 
obsolescence  to  be  charged  against  income.  If  it  is  charged  at  all, 
it  is  charged  against  the  property  ? 

Mr.  Starrett.  Well,  if  it  is  charged  at  all 

Mr.  Douglas  (interposing).  Then  you  have  depreciation  against 
appreciation — ^the  depreciation  of  the  building  and  the  appreciation 
of  the  ground,  whether  they  balance  or  not.     Is  that  right? 

Mr.  Starrett.  You  have  the  two  things  checkmating  or  offsetting 
each  other  on  any  property,  where  judgment  has  been  used  in  build- 
ing it.  It  is  easy  enough  to  conceive,  if  a  man  had  built  a  skyscraper 
out  on  his  farm,  where  there  was  no  crowd  or  no  people  to  occupy  the 
offices,  that  he  would  have  nothing  but  obsolescence  to  take  care  of 
that  building,  but  when  you  get  on  the  choice  corners  of  the  big  cities, 
I  never  heard  of  iti=  being  done. 

Mr.  Douglas.  And  if  he  has  no  income  on  his  skyscraper  on  his 
farm,  he  has  got  to  charge  the  obsolescence  against  something,  and  he 
charges  it  against  his  property,  does  he  not? 

Mr.  Starrett.  He  charges  it  against  his  property,  then;  but  the 
property  would  not  be  likely  to  come  along  and  meet  it. 

Mr.  Douglas.  So  I  understand  your  judgment  is  that  the  adoles- 
cence and  obsolescence  are  pitted  against  each  other? 

Mr.  Starrett.  Yes. 

Mr.  Douglas.  The  obsolescence  of  the  building  and  the  adolescence 
of  the  real  estate  ? 

Mr.  Starrett.  Yes. 

Mr.  Douglas.  And  if  there  is  no  appreciation  of  the  real  estate, 
of  course,  there  is  that  much  depreciation  going  on ;  that  much  loss 
in  the  obsoleteness  of  the  business  ? 

Mr.  Starrett.  Well,  it  is  the  same  old  fight  between  growth  and 
decay  that  is  going  on  in  everything. 

Mr.  Douglas.  Yes ;  between  construction  and  destruction.  I  think, 
gentlemen,  those  are  all  the  questions  I  have  to  ask. 

Mr.  Eedeield.  Judge  Prouty? 

Mr.  Prouty.  Mr.  Starrett,  if  I  have  understood  your  testimony 
correctly,  you  would  charge  against  the  rise  in  the  value  of  the  land 
the  obsolescence  or  depreciation  of  a  building  ? 

Mr.  Starrett.  That  is  the  way  I  would  do  it;  yes,  sir. 
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Mr.  Peoutt.  Suppose  that  they  had  taken,  in  estimating  the  value 
of  a  property,  the  full  rise  in  the  value  of  the  land,  then  to  what 
would  you  charge  the  obsolescence  of  the  building? 

Mr.  Starrett.  You  mean  supposing  they  had,  as  it  were,  dis- 
counted the  increased  value  of  the  ground? 

Mr.  Protjty.  Supposing  they  had  not  discounted  it,  but  had  taken 
the  accretion  and  put  it  in  as  an  asset.  Now,  to  get  clear  on  that, 
how  would  you  credit  or  charge  the  increased  value  of  the  land,  if 
you  were  making  up  the  assets  of  the  company  ? 

Mr.  Starrett.  Why,  I  consider  that  in  a  sense,  an  arbitrary  mat- 
ter. The  way  you  stated  that  question  first,  and  the  way  I  grasped 
the  meaning  of  it  first,  I  would  say  that  if  they  have  charged — put 
into  their  assets  the  increased  value — an  increased  value  of  the 
ground,  that  it  is  a  question  of  how  much  they  would  put  in,  whether 
they  put  in  too  much,  because  I  thinlr  in  certain  locations  in  this  coun- 
try it  is  almost  impossible,  in  reason,  to  get,  too  much  put  into  the 
value  of  the  ground  that  is  standing,  as  that'  corner  there,  for  in- 
stance.   I  can  not  conceive 

Mr.  Peouty  (interposing).  Well,  for  the  purposes  of  my  question, 
assume  that  they  have  put  in  exactly  enough. 

Mr.  Starrett.  Yes,  sir. 

Mr.  Protjty.  Not  too  much  or  too  little,  but  have  put  in  just 
what  the  land  has  increased  in  value ;  then  suppose  that  we  find  out 
just  exactly  the  amount  that  the  building  itself  has  depreciated 
by  obsolescence  or  whatever  you  are  a  mind  to  call  it,  what  would 
you  do  with  that  item  ? 

Mr.  Starrett.  Well,  I  would  take  very  good  care  of  my  building, 
if  I  were  doing  it,  and  I  would  see  that  it  lasted  until 

Mr.  Prouty  (interposing).  Well,  suppose  that  it  did  depreciate, 
and  that  that  amount  was  exactly  known,  leaving  out  all  those  ques- 
tions of  uncertainty  now,  what  would  you  do  with  the  item  after  you 
had  actually  found  out  how  much  it  was? 

Mr.  Starrett.  This  item  of  obsolescence? 

Mr.  Prouty.  Yes ;  or  depreciation  of  the  building  itself. 

Mr.  Starrett.  I  do  not  see  how  it  could  exist  in  certain  locations. 

Mr.  Prouty.  Well,  but  now  you  are  assuming  that  it  does  exist. 

Mr.  Starrett.  I  would  not  use  it,  Mr.  Representative 

Mr.  Prouty  (interposing).  Well,  you  would  not  say  that  build- 
ings themselves  do  not  depreciate,  would  you  ? 

Mr.  Starrett.  No;  they  do. 

Mr.  Prouty.  Well,  now,  assume,  without  quibbling,  about  how 
much  it  is  or  what  it  is — suppose  that  we  have  actually  found  the 
exact  amount  that  it  has  depreciated;  what  would  you  do  with  the 
item? 

Mr.  Starrett.  If  I  had  discounted  all  my  real  estate  increase  of 
value  up  to  a  certain  point,  or  for  20  years,  I  would  then,  I  think, 
use  an  obolesceht  item  for  the  same  number  of  years. 

Mr.  Prouty.  Let  me  come  at  this  real  definitely. 

Mr.  Starrett.  Is  not  that  an  intelligible  answer? 

Mr.  Prouty.  It  is  an  intelligible  answer,  as  far  as  it  goes. 

Mr.  Starrett.  I  am  not  talking  about  myself ;  I  am  talking  about 
some  corporation  which  owns  it,  which  goes  on  forever. 

Mr.  Peouty.  Well,  I  am  talking  about  a  corporation  too.  Now, 
let  us  get  down  to  12  cents  a  dozen  for  eggs.     Suppose  that  the  in- 
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crease  on  the  land  were  2  per  cent  a  year,  and  it  had  cost  a  million 
dollars.  Suppose  that  the  building  had  cost  a  million  dollars  and 
its  depreciation  was  exactly  2  per  cent  a  year.  Now,  that  2  per  cent 
increase  in  the  value  of  the  land  you  would  put  into  the  assets  of  the 
company,  would  you  not? 

Mr.  Stajreett.  Yes. 

Mr.  Peotjty.  What  would  you  do  with  the  2  per  cent  depreciation 
of  the  building? 

Mr.  Staeeett.  Oh,  if  you  are  going  to  keep  your  books  that  way,  I 
do  not  see  how  you  can  get  away  from  charging  it  just  the  way  you 
evidently  mean ;  but  I  want  to  call  your  attention  to  one  thing,  that 
2  per  cent  increase  in  the  value  of  the  ground  is  not  enough. 

Mr.  Peouty.  I  am  not  assuming  that  it  is  enough  or  too  little,  but 
I  am  asking  you  what  you  would  do  with  the  figures  after  you  found 
the  result? 

Mr.  Staeeett.  Well,  I  would  say  they  offset  each  other.  If  you 
have  your  ground  value  humped  up 

Mr.  Pbottty  (interposing).  You  will  have  to  hump  the  other 
down  some  ? 

Mr.  Staeeett.  Yes ;  you  will  have  to  hump  the  other  down  some. 

Mr.  Peouty.  Well,  that  is  what  I  am  trying  to  get  at. 

Mr.  Staeeett.  Let  me  tell  you ;  you  are  a  Representative,  are  you 
not  ?     I  do  not  know  how  to  address  you  gentlemen. 

Mr.  Redfield.  This  is  Judge  Prouty. 

Mr.  Peouty.  We  are  just  plain  Congressmen. 

Mr.  Staeeett.  Well,  2  per  cent  per  annum  for  the  ground  increase 
is  not  anything  like  the  right  figure  for  a  place  like  that. 

Mr.  Prouty.  Well,  I  am  not  intimating  that  it  is  too  much  or  too 
little. 

Mr.  Staeeett.  Well,  I  think  anybody  would  put  on  6  per  cent. 

Mr.  Peouty.  Well,  assume  that  the  increase  in  the  value  of  the 
land  is  6  per  cent  a  year,  and  the  decrease  in  the  value  of  the  build- 
ing is  2  per  cent  a  year,  you  would  credit  to  the  assets  the  6  per  cent 
increase  in  the  value  of  the  land,  and  you  would  deduct  the  2  per 
cent  decrease  on  the  value  of  the  building,  would  you  not? 

jNIr.  Staeeett.  I  would,  bearing  in  mind  all  the  time  that  I  never 
heard  of  this  obsolescence  charge  before,  and  I  consider  that  every 
well  managed  building  has  got  a  good  repair  fund  and,  as  a  matter 
of  fact,  obsolescence  is  a  thing  way  off  with  a  building  that  is  kept 
up.  A  building  might,  if  it  be  kept  up,  last  forever.  A  man  can 
not  do  that. 

Mr.  Peouty.  I  am  not  trying  to  discuss  those  questions  with  you. 
If  I  caught  your  testimony,  you  said  you  never  heard  of  such  a 
thing 

Mr.  Staeeett  (interposing).  I  never  did.  Judge  Prouty. 

Mr.  Peouty.  Well,  do  you  not  charge  off  something  for  depreci- 
ation ? 

Mr.  Staeeett.  Well,  we  do.    At  least,  we  have 

Mr.  Peouty  (interposing).  What  do  you  call  it?  Obsolescence  or 
what  do  you  call  it  ? 

Mr.  Staeeett.  Well,  I  never  heard  of  the  depreciation  of  a  build- 
ing being  charged  up.  I  have  always  regarded  it  just  like  keeping 
up  a  railroad.  It  is  not  depreciation;  it  is  repairs.  Nobody  ever 
thought  a  railroad  depreciated:  but  I  guess  every  five  years  there 


INVESTIGATION   OF   INSURANCE   COMPANIES.  1267 

will  be  new  rails  and  new  ties,  and  there  is  nothing  left  that  was 
there  before,  and  you  have  in  your  building  the  same  thing  to  think 
about.    It  is  an  upkeep  account. 

Mr.  Peoutt.  Well,  those  are  questions  I  am  not  trying  to  inter- 
rogate you  about  now. 

Mr.  Staeeett.  All  right,  sir. 

Mr.  Peoutt.  I  am  trying  to  find  out  what  you  would  do  with  these 
items  after  you  found  them. 

Mr.  Staeeett.  "Well,  on  your  assumption,  if  I  had  to  take  care  of 
them,  I  would  try  to  do  it. 

Mr.  Peoutt.  Well,  how  would  you  do  it?  Suppose  you  were 
making  up  an  invoice  of  the  value  of  your  property;  you  would 
credit  yourself,  would  you  not,  with  whatever  rise  there  had  been  in 
the  ground  value  of  your  property,  would  you  not  ? 

Mr.  Staeeett.  Well,  for  myself,  I  would  not  credit  my  real  estate 
with  a  value  assumed  to  be  20  years  hence.  I  would  credit  my  real 
estate  account  as  of  its  present  value,  and  I 

Mr.  Peoutt  (interposing).  Yes.  Well,  then,  would  you  not,  in 
taking  an  invoice  of  your  building  that  was  on  that  ground,  take  it 
at  its  present  value  also? 

Mr.  Staeeett.  Yes. 

Mr.  Peoutt.  Now,  if  it  had  depreciated  since  it  was  constructed, 
after  having  found  the  construction  price,  if  it  had  depreciated  after 
that  time,  you  would  deduct  that,  would  you  not  ? 

Mr.  Staeeett.  No,  sir.  If  you  ask  me  the  question  of  what  I 
would  do  with  a  building  or  a  property  like  that,  I  will  say  to  you 
that  I  would  have  a  liberal  repair  fund  and  keep  that  building  up.  I 
would  keep  it  painted,  and  I  would  keep  it  renewed  at  all  points, 
and,  having  done  that,  I  would  spend  the  rest  of  the  money. 

Mr.  Peoutt.  For  a  good  time? 

Mr.  Staeeett.  I  would. 

Mr.  Peoutt.  Coming  to  it  just  a  little  bit  more  definitely,  suppose 
this  ground  value  here  becomes  great  enough  in  50  years  that  this 
building  ought  to  be  torn  down  and  a  more  elaborate  building  put 
on  it,  like  you  do  in  New  York,  what  then  would  become  of  the 
building,  on  your  theory?     Where  would  you  charge  that  item? 

Mr.  Staeeett.  Why,  I  would  have  to  charge  that  item — I  would 
have  to  take  the  value  of  my  property  with  the  building  down  and 
see  if  I  did  not  think  it  was  worth  more  than  it  was  with  the  building 
on  it. 

Mr.  Peoutt.  Then,  in  other  words,  the  value  of  your  building 
would  disappear? 

Mr.  Staeeett.  The  value  of  the  building  would  disappear. 

Mr.  Peoutt.  Where  would  it  go  to?  Where  would  you  take  care 
of  it? 

Mr.  Staeeett.  You  would  either  lose  it — unless  you  found  the 
value  in  the  ground,  it  would  be  lost. 

Mr.  Peoutt.  But  if  all  this  time  you  had  added  the  value  of  your 
land  and  had  that  carried  in  your  assets,  what  then  would  become  of 
the  obsolescence  or  of  the  depreciation  or  of  the  elimination  of  this 
building  ? 

Mr.  Staeeett.  Why,  on  your  statement  it  would  be  a  dead  loss. 

Mr.  Peoutt.  Well,  to  what  would  you  charge  it?  That  is  all  I  am 
getting  at. 
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Mr.  Stakrett.  Why,  I  would  have  to  charge  it  to 

Mr.  PROtTTT  (interposing).  What? 

Mr.  Staeeett.  To  loss.    It  would  be  money  gone. 

Mr.  Redfield.  Against  your  income? 

Mr.  Stareett.  I  would  charge  it  against  the  value  of  the  property 
as  it  remained. 

Mr.  Peoutt.  Well,  that  is  getting  to  what  I  am  trying  to  get  at. 
In  other  words,  you  add  to  the  value  of  the  property  the  increase 
in  the  value  of  the  land  and  deduct  from  that  the  loss  in  the 
building  ? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Peouty.  Now,  then,  I  have  one  other  item  that  I  want  to  go 
over  with  you  just  slightly.  You  figured  there,  I  think,  some 
$125,000  for  the  architect's  fees  and  the  carriage  costs  while  this 
building  was  being  constructed  ? 

Mr.  Staeeett.  One  hundred  and  twenty. 

Mr.  Pbodty.  One  hundred  and  twenty  thousand? 

Mr.  Staeeett.  Yes. 

]\Ir.  Peouty  What  are  those  items?  How  would  you  separate 
them? 

Mr  Staeeett.  Well,  I  have  got  them  down  here  as  architect's  fee, 
$54,000,  and  interest  and  taxes,  etc.,  $66,000. 

Mr.  Peouty.  Well,  have  you  separated  them? 

Mr.  Staeeett.  Just  in  that  way. 

Mr.  Peoi'ty.  In  your  mental  figures  you  must  have  separated  them. 

Mr.  Staeeett.  In  my  mental  figures  I  have  only  made  one  other 
separation,  and  that  was  I  had  figured  interest  at  $60,000  and  taxes 
at  $6,000. 

Mr.  Peouty.  By  "  taxes  "  do  you  mean  taxes  on  the  land? 

Mr.  Staeeett.  Well,  taxes  on  the  improvement — the  land  and 
ihe  building  as  they  would  be  assessed. 

Mr.  Peouty.  You  carry  the  cost  of  the  taxes  on  the  land  as  one 
of  those  items,  do  you  ? 

Mr.  Staeeett.  Yes. 

Mr.  Peouty.  Well,  now,  if  the  land  was  going  up  in  value,  ought 
it  not  to  take  care  of  its  own  taxes  ? 

Mr.  Staeeett.  It  takes  care  of  them  by  bookkeeping. 

Mr.  Peouty.  Well,  as  a  matter  of  actual  fact  ? 

Mr.  Staeeett.  In  the  very  same  way.  Judge  Prouty,  if  that  land 
were  idle  and  paying  nobody  any  income,  and  never  could  pay  any- 
body an  income,  why,  it  would  not  be  worth  a  cent. 

Mr.  Peouty.  Well,  we  will  put  it  this  way :  If  there  was  no  build- 
ing on  there  a  fellow  would  have  to  pay  taxes  on  the  land  anyway, 
would  he  not? 

Mr.  Staeeett.  He  would,  but  it  would  be  a  loss. 

Mr.  Peouty.  No  ;  not  if  the  land  was  increasing  in  value  as  rapidly 
as  this  has,  would  it  ? 

Mr.  Staeeett.  Well,  I  do  not  pretend  to  be  the  originator  of  any 
of  these  methods  of  calculating  that  I  have  given  you,  because  I 
have  looked  at  about  500 

Mr.  Peouty  (interposing).  But  you  can  see  that  it  is  perfectly 
reasonable  on  our  part  to  wish  to  ascertain  whether  these  methocb 
are  reasonable  ones  or  not,  can  you  not  ? 
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Mr.  Staerett.  Yes;  I  understand  your  question,  and  I  have  no 
doubt  that  I  could  defend  the  customary  method  of  calculating  the 
value  of  building  improvement,  but  I  was  just  telling  you  this  as  I 
have  seen  it,  as  it  is  so  common.  I  think  I  have  looked  at  perhaps 
500  prospectuses  of  buildings,  and  I  have  built  some  myself,  and  I 
have  seen  other  people  build  them,  and  they  always  have  the  items 
of  interest,  architect's  fee,  and  carrying  charges  to  pay,  and  they 
always  charge  it  on  the  building  just  in  this  way. 

Mr.  Phoutt.  Well,  you  recognize,  do  you  not,  that,  for  instance, 
if  they  have  taken  as  part  of  their  assets  the  full  increase  in  the 
value  of  the  land  during  this  time,  that  it  is  not  fair  to  charge  in 
again  as  an  asset  the  cost  of  carrying  the  land  by  way  of  taxes  and 
interest  during  that  time? 

Mr.  Staekett.  If  they  have  charged  it  up  twice  that  is  not  quite 
fair. 

Mr.  Peouty.  Well,  would  not  the  efPect  of  that  be  to  charge  it  up 
twice  ? 

Mr.  Staeeett.  On  the  assumption  you  have  made,  the  conclusion 
is  unavoidable. 

Mr.  Peouty.  That  is  what  I  am  trying  to  get  at.  Now,  just  one 
item  more.  In  figuring  this  interest  charge,  what  amount  of  money 
did  you  carry  on  interest? 

Mr.  Staeeett.  I  assumed — well,  as  a  rule,  we  will  make  a  short 
mortgage  in  a  case  like  that.  We  figure  6  per  cent  interest  for  a 
year  on  one-half  the  total  valuation  of  the  property. 

Mr.  Peoutt.  That  includes 

Mr.  Staeeett  (interposing).  Now,  of  course,  the  actual  condi- 
tion is  that  the  interest  that  would  be  charged  on  that  would  be  a 
certain  amount  on  the  ground  and  a  certain  amount  on  the  money 
used  in  construction  as  it  was  put  in,  but  it  would  average  or  come 
to  about  $60,000, 1  think,  in  ordinary  practice.  I  have  not  made  any 
elaborate  calculation  of  that,  any  more  than  I  have  made  an  elabo- 
rate calculation  of  the  cost  of  the  building.  I  have  made  my  state- 
ment based  on  very  extensive  experience,  and  on  the  fact  that  I  have 
been  in  the  habit  of  getting  up  statistics  of  almost  all  the  buildings 
I  ever  did,  or  have  figured  on,  so  you  can  see  I  have  gone  into  it 

Mr.  Peouty  (interposing).  Well,  I  want  to  follow  your  track  a 
little  bit,  to  see  just  how  it  works  out.  If,  for  instance,  now,  assum- 
ing, as  tlje  record  fully  shows  in  this  case;  that  the  full  value  of  the 
increase  in  the  real  estate  ground  value  has  been  included  in  the 
profit,  do  you  think  that  the  money  that  was  paid  as  interest  on  the 
money  that  the  land  cost,  and  the  mortgages  put  on  there,  that  it 
should  be  a'dded  itself  to  the  value  of  the  building? 

Mr.  Staeeett.  Well,  it  should  not  be  added  twice.  Judge.  There 
is  no  doubt  about  that. 

Mr.  Peouty.  Well,  my  assumption  is  definite,  that  the  full  value 
of  the  increase  of  the  land  has  been  added  once,  in  this  case.  Do  you 
still  think  that  the  value  of  the  interest  that  was  carrying  that  real 
estate  should  be  now  again  included  in  the  cost  of  the  building  ? 

Mr.  Staeeett.  No,  sir;  I  do  not,  if  it  has  been  added  to  it  once. 

Mr.  Peouty.  Can  you  segregate  those  items  now,  with  that  theory 
in  mind,  that  only  the  interest  on  the  money  put  into  the  construction 
of  the  building  should  be  charged  against  the  construction  of  the 
building? 
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Mr.  Staeeett.  Yes;  I  can  do  that  for  you  in  a  minute.  If  you 
are  not  allowed  to  charge  any  interest  on  the  ground  in  this  proposi- 
tion you  would  have  to  change  that  item  from  $66,000 — well,  to  just 
exactly,  on  my  figures,  $33,000. 

Mr.  Pbotjtt.  $33,000? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Prouty.  That  is  aU. 

Mr.  Douglas.  You  add  that  to  the  $54,000,  to  give  $87,000,  and 
that  to  the  $905,000  ?     Is  that  what  you  mean  ? 

Mr.  Staeeett.  My  total  would  be  $992,000  for  the  value  of  that 
building. 

Mr.  E.in>FiELD.  Mr.  Starrett.  how  long  have  vou  been  a  resident  of 
New  York  City? 

Mr.  Staebett.  Four 

Mr.  Eedfield  (interposing).  Or  in  business  there? 

Mr.  Staeeett.  I  ha^■e  been  there  going  on  16  years. 

Mr.  Redfield.  I  want,  if  I  can,  to  get,  with  your  assistance,  upon 
the  record  two  or  three  actual  examples  which  will  illustrate  the 
matters  of  which  Judge  Prouty  has  been  talking  to  you.  Do  you 
recall  the  old  Equitable  Building,  at  No.  120  Broadway  ? 

Mr.  Staeeett.  I  do,  sir ;  I  guess  anybody  that  has  been  down  there 
remembers  it. 

Mr.  Redfield.  It  was  an  eight-story  stone  building,  with  iron 
frame,  interior  construction,  but  wall  bearing;  very  heavy  walls; 
is  that  not  so  ? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Redfield.  AA'ell.  n(i^\ ,  ]Mr.  Starrett,  you  will  agree  that  that 
building  had  outlived  its  usefulness  as  an  office  building;  is  that 
not  so  ? 

Mr.  Staeeett.  Yes;  I  agree  with  you  absolutely. 

jNIr.  Redfield.  You  will  also  agree  with  me  that  that  building  was 
kept  up  in  perfect  condition,  was  it  not? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  It  was? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  There  was  no  element  of  depreciation  there  ? 

Mr.  Staeeett.  No. 

Mr.  Redfield.  The  building  was  as  good  as  it  had  ever  been?  It 
had  had  money  spent  upon  it  and  it  was  kept  up  ? 

Mr.  Staeeett.  Yes,  sir.  * 

Mr.  Redfield.  Yet  that  building  was  useless  as  an  office  building. 
That  is  so,  is  it  not  ? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  Now,  the  distinction  I  want  to  draw  is  between  de- 
preciation, of  which  there  was  none,  and  obsolescence,  which  was 
complete.    Do  I  make  that  clear? 

Mr.  Staeeett.  T  think  I  understand  you. 

Mr.  Redfield.  Now.  do  you  not  Imow,  as  a  matter  of  fact,  that  the 
Equitable  Life  had  entirely  marked  off  the  cost  of  that  building 
from  its  books  ? 

Mr.  Staeeett.  I  had  heard  so. 

Mr.  Redfield.  And  do  you  not  know  that  the  appreciation  in  the 
land  was  such  as  substantially  to  cover  that? 

Mr.  Staeeett.  That  has  been  my  impression. 
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Mr.  Redfield.  And  that  the  two  processes  had,  gone  on,  side  by 
side,  for  some  j-ears ;  obsolescence,  on  the  one  hand,  and  appreciation 
on  the  other  hand? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  Xow,  have  I  made  clear  to  you  what  I  mean  by 
obsolescence?    xVs  distinguished  from  depreciation? 

Mr.  Staeeett.  Yes,  sir;  I  think  so. 

Mr.  Redfield.  Now,  let  us  go  farther  up  Broadway,  if  you  please. 
Do  you  recall  that  in  the  area  between  the  downtown  retail  section 
and  the  uptown  wholesale  section  there  has  been  a  sort  of  a  real 
estate  "  no-man's-land  "  for  a  good  many  years  ? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Redfield.  Is  that  not  so? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  Is  it  not  a  fact  that  land  in  that  "  no-man's-land  " 
area,  so  to  speak,  had  been  valuable  and  had  gone  down  in  value  ? 

Mr.  Staeeett.  That  is  my  understanding. 

Mr.  Redfield.  Is  it  not  the  fact  that  there  has  permanently  been 
that  "no-man's-land"  area  gradually  moving  uptown  all  the  time, 
and  that  it  still  exists,  to  a  degree? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  So  that  land  upon  Broadway,  New  York,  which 
has  been  valuable,  and  has  been  improved  with  buildings  which  were 
as  good  as  there  were  at  the  time  they  were  built,  is  worth  less  per 
square  foot  to-day  than  it  was  20  years  ago  ? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  And  in  a  city  where  real  estate  values,  as  a  whole, 
have  immensely  advanced? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  You  know  that  as  well  as  I. 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  Certainly.  Now,  let  us  take  the  great  office  building 
and  store  on  the  corner — department  store  on  the  corner  of  Eighth 
Street  and  Broadway,  occupying  an  entire  square ;  you  know  the  one 
to  which  I  refer,  do  you  not  ? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  I  take  it  you  know  its  history  ? 

Mr.  Staeeett.  You  mean  the  one  on  the  northeast  corner  ? 

Mr.  Redfield.  I  mean  the  John  Wanamaker  store. 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  That  is  the  most  downtown  of  all  the  retail  stores, 
is  it  not? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  All  the  others  are  now  far  above  it,  are  they  not  ? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  And  the  movement  is  still  uptown  ? 

Mr.  Staeeett.  Yes. 

Mr.  Redfield.  The  last  new  one  having  been  constructed  at  the 
corner  of  Thirty-fouith  Street  and  Fifth  Avenue — Altman's— is 
that  not  so? 

Mr.  Staeeett.  Yes. 

Mr.  ReOfield.  Now,  is  it  not  a  fact,  in  your  judgment,  that  the 
land  under  that  store  may  be— I  am  not  prepared  to  ask  you  if  it  ig— 
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but  may  be  depreciated,  under  the  downtown  stores — tlie  furtlier- 
most  down  town? 

Mr.  Staerett.  Well,  it  is  my  opinion  that  that  land  has  depreci- 
ated. 

Mr.  Redfield.  Exactly.  Now,  that  is  an  illustration  that  I  wanted 
to  put  before  you,  of  what  I  mean  when  I  say  that  a  high-class  im- 
provement for  the  time — and  you  will  recall  that  one  of  those  two 
buildings  is  barely  six  years  old,  the  new  building  on  the  south  side 
of  Eighth  Street— that  high-class  improvement  does  not  necessarily 
mean  that  the  land  under  it  may  not,  by  reason  of  the  drift  of  the 
city's  business,  depreciate,  because  the  business  has  reached  out, 
passed  it,  and  gone  beyond  it,  and  that  is  such  an  illustration,  is  it 
not,  Mr.  Starrett? 

Mr.  Starrett.  Yes;  in  New  York  City. 

Mr.  Redfield.  Now,  I  want  to  give  you  a  third  case  of  actual 
experience.    Are  you  familiar  with  South  Brooklyn? 

Mr.  Starrett.  No;  I  am  not. 

Mr.  Redfield.  I  will  state  for  the  record  that  this  is  an  actual 
case.  A  manufacturing  concern,  in  which  I  have  a  modest  interest, 
built  a  large  new  factory  building — I  had  charge  of  the  final  con- 
struction— in  1905.  A  large  part  of  it  was  fireproof  and  the  bal- 
ance of  the  best  mill  construction.     You  Icnow  to  what  I  refer  ? 

Mr.  Starrett.  Yes,  sir. 

Mr.  Redfield.  By  reason  of  elements  which  have  nothing  to  do 
with  the  locality — transportation  elements,  the  cost  of  hauling 
freights,  and  other  such  things,  that  company  is  about  to  abandon 
that  building  entirely  and  move  out  of  the  city.  The  building  is  as 
good  as  it  ever  was.  Depreciation  has  not  existed  at  all.  Obso- 
lescence is  complete  in  seven  years,  so  that  they  are  going  to  abandon 
it,  and  move  out  of  it  and  take  the  machinery  away  and  go  to  Buf- 
falo. Now,  that  concern  appreciated  the  fact  that  this  would  some 
day  come,  and  twice  to  my  knowledge — for  I  did  it — marked  off  a 
hundred  thousand  dollars  at  a  time  from  the  valuation  of  its  real 
estate.  How  much  more  they  have  done  I  do  not  know.  Now,  did 
they  do  wisely  or  unwisely  ? 

Mr.  Starrett.  Well,  for  a  short  run,  they  did  wisely. 

Mr.  Redfield.  Well,  now,  if  they  had  not  marked  off  that  loss, 
Mr.  Starrett,  is  it  not  inevitable  that  just  to  the  degree  that  the  loss 
existed,  it  would  have  come  in  a  lump  when  it  actually  occurred  ? 

Mr.  Starrett.  Well,  now,  I  will  have  to  answer  that  question  by 
saying  that  for  a  short  time  that  is  true.  I  have  often  thought  of 
this  very  thing  that  you  have  spoken  of — this  depreciation — and  I 
ask  you  to  allow  me  to  say  that  I  was  talking  with  a  pretty  smart 
fellow  just  within  the  last  week  about  that  very  thing,  and  I  spoke 
about  the  dead  spots  in  New  York,  and  he  said  they  are  only  tem- 
porarily dead ;  but  they  are  going  to  come  again.  Now,  the  Bowery, 
as  you  know,  is  a  dead  spot.  There  are  places  there  which  are  now 
worth  $50,000  that,T  have  been  told,  25  years  ago  were  worth  twice 
that;  but  it  will  all  come  again,  in  New  York,  because  there  is  a 
cycle  there,  and  you  can  not  get  away  from  it. 

Mr.  Redfieijj.  But  it  may  be  a  number  of  years  ? 

Mr.  Starrett.  It  may  be  20  years,  but  it  will  come  again.  It  is 
there.    It  is  not  dead,  but  sleeping. 
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Mr.  Eedfiei^d.  And  if,  Mr.  Starrett,  during  that  sleeping  period, 
you  had  to  realize  upon  that  property,  you  would  lose,  would  you 
not? 

Mr.  Staeeett.  You  would  be  in  a  bad  box. 

Mr.  Redfield.  You  would  lose,  would  you  not  ? 

Mr.  Stareett.  Yes. 

Mr.  Eedfield.  And  that  is  not  because  the  property  is  inherently 
bad,  but  because  of  the  general  public  drift  or  business  movement,  is 
it  not? 

Mr.  Stareett.  It  is  the  doggone  turmoil  in  New  York  City,  if  you 
will  excuse  me,  political  and  every  other  kind. 

Mr.  Eedfield.  Now,  Mr.  Starrett,  let  me  ask  you  just  a  question 
more.  Is  it  not  the  case  that  some  of  those  dead  spots  have  been 
spots  and  are  spots  which  have  been  in  the  direct  line  of  upward 
movement,  which  has  reached  them,  stayed  there,  and  passed  on? 

Mr.  Staerett.  Yes,  sir. 

Mr.  Eedfield.  Is  that  not  so  ? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Eedfield.  Now,  you  have  had  experience  in  other  cities.  Is 
there  not  a  similar  movement  in  some  parts  of  the  city  of  Boston? 

Mr.  Staeeett.  I  have  built  in  Boston,  and  I  am  somewhat  familiar 
with  conditions  up  there,  but  I  had  not  heard  of  such  a  thing  there, 
although  I  can  conceive  that  it  would  be,  because  since  they  began  to 
build  those  subways  and  put  express  stations  at  distances  and  shoot 
everybody  past  a  certain  locality,  for  a  long  time  that  kills  off  the 
neighborhood. 

Mr.  Eedfield.  Even  though  the  neighborhood  itself  be  good  ? 

Mr.  Stareett.  Yes. 

Mr.  Eedfield.  Now,  has  not  that  been  precisely  true  and  exactly 
the  case  at  the  lower  end  of  Fulton  Street,  in  Brooklyn  ? 

Mr.  Staeeett.  Yes ;  that  is  a  bad  spot. 

Mr.  Eedfield.  Where  property  is  worth,  perhaps,  only  one-quarter 
of  what  it  was  30  years  ago  ? 

Mr.  Starrett.  Yes. 

Mr.  Eedfield.  And  is  it  not  true  that  all  through  the  Heights 
district  of  Brooklyn  that  property  ds  not  worth  what  it  was  20 
years  ago? 

Mr.  Starrett.  Yes. 

Mr.  Eedfield.  Although  the  property  values  of  the  city,  as  a 
whole,  have  vastly  advanced  ? 

Mr.  Staeeett.  Yes. 

Mr.  Eedfield.  That  is  true,  is  it  not? 

Mr.  Staeeett.  Yes. 

Mr.  Eedfield.  Now,  is  not  the  same  thing  true  in  the  city  of 
Chicago  ? 

Mr.  Staeeett.  Yes;  I  know  of  sections  around  Chicago  that  are 
affected  in  the  very  same  way. 

Mr.  Eedfield.  Now,  as  a  matter  of  fact,  as  you  and  I  think  it 
over — the  different  cities  that  we  know — is  it  not  a  very  common 
occurrence  in  every  city  to  have  a  flow  of  business  reach  a  certain 
place,  increase  values  at  that  point,  stay  at  a  high  plane  for  some 
time,  and  then  pass  on  and  deteriorate  those  values  ? 

Mr.  Starrett.  In  a  certain  way ;  yes. 

Mr.  Eedfield.  In  a  certain  way  ? 
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Mr.  Starrett.  In  this  way,  if  you  will  allow  me  to  explain.  Each 
city  is  like  your  own  body  fit  has  got  a  heart,  and  it  has  got  limbs, 
and  the  things  at  the  heart  are  very  active  and  always  will  be  as 
long  as  you  live,  but  out  in  your  limbs  there  are  spots  that  may  be 
inactive.  Now,  you  study  any  one  of  these  conditions  that  you  have 
described  and  you  will  find  that  it  is  not  the  heart  that  is  affected; 
it  is  the  limbs,  and  the  heart  of  any  city  is  as  sound  as  the  city  ever 
was. 

^Ir.  Redfield.  Now,  my  colleague,  Judge  Prouty,  has  asked  me 
this  questicn,  and  I  will  ask  you  to  think  it  over  very  carefully  be- 
fore you  answer  it.    Is  not  the  heart  migratory  sometimes? 

ilr.  Starrett.  I  think  it  has  been  known  to  move  around  a  little. 
I  think  it  is  moving  in  New  York,  but  I  do  not  know  of  any  other 
town;  but  New  York  itself 

^Ir.  Redfiei^d  (interposing).  j\Ir.  Starrett,  as  a  thoughtful  real 
estate  man — well,  excuse  me.  I  will  ask  you  to  go  on  and  finish  what 
you  were  saying. 

^Ir.  Starrett.  Well,  I  was  going  to  say  that  New  York  itself  is 
a  heart,  and  its  realty  is  all  growing  in  value  right  along  in  spite  of 
everything. 

Mr.  Redfield.  Unque^tionably.     Had  you  finished? 

Mr.  Starrett.  Yes. 

Mr.  Redfield.  Mr.  Starrett,  as  a  thoughtful  real  estate  man,  are 
you  prepared  to  say  that. you  can  predict  with  certainty  the  trend 
of  business  movement  in  AA^ashington  25  years  hence? 

Mr.  Starrett.  I  think  I  could  if  I  would  go  out  and  study  the 
map  a  little.  I  do  not  feel  that  I  am  just  now  posted  to  give  you  any 
expert  opinion  on  that. 

Mr.  Redfield.  Let  us  take  an  example,  Mr.  Starrett.  Could  you 
have  predicted  in  years  ago  that  property  at  Seventh  Avenue  and 
Thirtieth  Street  in  New  York  would  be  worth  what  it  is  to-day? 

Mr.  Starrett.  You  mean  what  it  was  two  years  ago? 

Mr.  Redfield.  AA^ell,  I  will  take  it  that  way ;  yes. 

Mr.  Starrett.  Xo,  sir. 

JNIr.  Redfield.  You  could  not  ? 

^Ir.  Starrett.  No. 

Mr.  Redfield.  In  other  words,  there  came  in  an  utterly  unknown 
factor,  namely,  the  great  Pennsylvania  Terminal  ? 

Mr.  Starrett.  Yes. 

Mr.  Redfield.  Are  not  such  unknown  factors  constantly  occurriilg 
in  every  great  city  ? 

Mr.  Starrett.  Not  in  every  great  city ;  no,  sir.  You  get-  a  city 
that  is  well  governed — well,  I  am  not  going  to  say  anything  about 
government  either,  but  you  take  Philadelphia,  for  instance.  Now, 
there  is  a  town  that  has  got  a  stationary  heart,  and  I  can  not  imagine 
anything  very  bad  happening  to  the  average 

Mr.  Redfield  (interposing).  AVell,  now,  right  there,  is  it  not  a  fact 
that  up  to  a  few  years  ago  the  trend  of  values  was  south  upon  South 
Broad  Street,  whereas  with  the  coming  of  the  subway  it  has  changed, 
and  is  now  east  and  west  on  Market  Street  ?     Is  that  not  so  ? 

Ml'.  Starrett.  Yes ;  that  is  right. 

Mr.  Redfield.  So  that  five  years  ago  in  Philadelphia  you  could  not 
have  said  what  the  trend  of  values  would  be  to-day,  could  you  ? 

Mr.  Starrett.  No,  sir. 
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Mr.  REDriELD.  And  suppose  some  similar  thing,  considering  the 
size  of  the  community,  should  enter  Washington ;  would  it  not  have 
a  similarly  important  effect? 

Mr.  Staeeett.  There  is  no  doubt  that  it  would. 

Mr.  Redfield.  Now,  Mr.  Starrett,  you  have  spoken  of  this  building 
here  and  the  terra  cotta.  You  used  the  phrase  that  it  was  "  good 
average  work."  I  wish  you  would  be  a  little  more  definite.  Do  you 
mean  to  say  that  it  is  not  the  best  work  ? 

Mr.  Starrett.  Why,  that  is  about  the  size  of  it.  I  did  not  mean  to 
say  it  was  poor.  T  do  not  want  to — perhaps,  I  should  not  have  said 
anything  about  it. 

Mr.  Redfield.  But  it  is  ordinary 

Mr.  Starrett  (interposing).  It  is  good  standard  terra  cotta. 

Mr.  Redfield.  But  not  the  best? 

Mr.  Starrett.  It  is  not  the  kind  that  is  used  in  interior  work,  for 
instance. 

Mr.  Redfield.  Well,  is  it  the  best  ? 

Mr.  Douglas.  One  moment.     He  had  not  finished  his  answer. 

Mr.  Redfield.  Excuse  me. 

Mr.  Starrett.  It  is  standard.  It  is  up  to  the  standard  used  in 
exterior  work  in  a  building  of  that  kind. 

Mr.  Redfield.  Is  it  the  best  work  of  that  kind  for  exterior  work? 

Mr.  Starrett.  For  the  purpose,  it  is  the  best. 

Mr.  Redfield.  Is  it  as  good  as  is  ever  used  for  that  work  ? 

Mr.  Starrett.  You  ask  me  hard  questions. 

Mr.  Redfield.  I  mean  to. 

Mr.  Starrett.  I  have  seen  terra  cotta  put  on  buildings  that  was 
better  than  that,  and  I  have  seen  it  that  was  a  great  deal  worse. 

Mr.  Redfield.  You  have  seen  terra  cotta  used  for  a  like  purpose  on 
some  buildings  that  was  better  than  that  ? 

Mr.  Starrett.  Yes. 

Mr.  Redfield.  And  I  understood  you  to  say  you  had  seen  miich 
that  was  worse? 

Mr.  Starrett.  Yes. 

Mr.  Redfield.  Did  you  know  that  the  counsel  for  the  insurance 
companies  had,  in  a  previous  proceeding,  stated  that  this  terra  cotta 
was  cracked  throughout  ? 

Mr.  Staeeett.  No,  sir;  I  never  knew  anything  about  the  building 
until  I  saw  it  to-day. 

Mr.  Redfield.  Did  you  examine  the  terra  cotta  to  see  if  it  was 
cracked  throughout? 

Mr.  Starrett.  No,  sir. 

Mr.  Redfield.  Did  you  see  any  o^  it  that  was  cracked  ? 

Mr.  Starrett.  I  saw  a  few  coping  stones  that  had  cracks  in  them. 

Mr.  Redfield.  Did  you  notice  that  it  was  chipped  in  many  places  ? 

Mr.  Starrett.  I  saw  spots  where  the  face  or  front  of  the  terra 
cotta  had  been  chipped. 

Mr.  Redfield.  And  did  you  know  that  the  same  counsel  that  ap- 
pears in  this  case,  and  who  conducted  your  examination,  had  said 
m  ,the  early  part,  less  than  a  year  ago,  that  this  terra  cotta  was  in 
many  places  out  of  plumb  ? 

Mr.  Staeeett.  No;  I  never — I  am  surprised  that  you  should  tell 
me  these  things,  because  it  seems  to  corroborate,  in  a  certain  way, 
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my  own  inspection  of  it,  but  I  never  heard  a  word  about  that  build- 
ing, Mr.  Eedfield. 

Mr.  REoriELD.  Well,  is  not  the  terra  cotta  in  a  good  many  places 
out  of  plumb? 

Mr.  Stakeett.  Well,  even  if  it  were,  that  is  unavoidable.  Ten-a 
cotta  in  a  case  of  that  kind  is  built  on  what  we  call  an  average  line, 
whether  it  is  plumb  or  level;  they  have  to  jim  it  around.  It  is 
burned  and  not  perfect,  and  95  per  cent  of  the  terra  cotta  used  in 
this  section  of  the  country  and  100  per  cent  of  the  terra  cotta  used 
in  New  York  is  just  that  kind. 

Mr.  Redfdeld.  Did  you  examine  the  ceilings  to  see  whether  they 
were  wavy  and  cracked? 

Mr.  Staeeett.  You  are  speaking  of  the  plasterwork  ? 

Mr.  Eedfield.  Yes. 

Mr.  Stareett.  I  looked  at  the  building,  and  I  have  a  very  bad  eye. 
I  can  see  so  many  things  so  quickly  that  I  sometimes  feel  sorry.  I 
did  not  see  anything  the  matter  with  that  plastering. 

Mr.  Eedfield.  Did  you  notice  whether  the  floors  were  true  and 
level? 

Mr.  Stareett.  I  saw  nothing  the  matter  with  the  floors,  and  that 
means  that  there  is  nothing  the  matter  with  the  floors  for  the  ordi- 
nary citizen's  use.  I  suppose  T  could  find  fault  Avith  them  if  I  would 
go  over  there  and  examine  it  very  carefully,  but  I  never  saw  anything 
I  could  find  fault  with. 

]Mr.  Eedfield.  Do  vou  know  the  officers  of  the  Thompson-Starrett 
Co.? 

Mr.  Stareett.  Yes,  sir;  I  think  I  know  all  of  them.  They  have 
changed  somewhat  since  I  left  the  concern. 

Mr.  Eedfield.  Do  you  know  Mr.  Gordon? 

]Mr.  Stahrett.  Gordon  ?  Is  he  the  man  that  runs  the  steam-ficting 
department?     Yes;  I  know  him. 

Mr.  Eedfield.  Is  he  a  good  man? 

Mr.  Staeeett.  He  is  a  fine  man. 

Mr.  Eedfield.  Do  you  know  Mr.  Horowitz,  the  president? 

Mr.  Staeeett.  Yes. 

Mr.  Eedfield.  Is  he  a  good  man? 

Mr.  Staeeett.  Well,  I  haven't  anything  to  say. 

Mr.  Eedfield.  Is  the  concern  one  which  carries  on  an  extensive 
building  business? 

Mr.  Starrett.  Yes,  sir. 

Mr.  Eedfield.  Is  it  not  one  of  the  largest  concerns  in  the  city  ? 

Mr.  Staeeett.  I  think  it  is  the  largest. 

Mr.  Eedfield.  Is  it  a  successful  concern? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Eedfield.  Does  it  take  very  large  contracts  for  office  build- 
ings? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Eedfield.  In  many  cities. 

Mr.  Staeeett.  All  over  the  country,  I  think. 

Mr.  Eedfield.  And  it  would  be  considered  one  of  the  largest  and 
most  successful  concerns  in  the  business  ? 

Mr.  Staeeett.  Yes,  sir. 
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Mr.  Prouty.  If  that  concern  had  bnilt  this  building  for  $681,000, 
would  that  have  any  effect  on  your  judgment  as  to  what  it  was 
worth  ? 

Mr.  Starrett.  No,  sir.  I  have  known  buildings  to  be  built  too 
cheap  lots  of  times. 

Mr.  Prouty.  Is  it  your  judgment  that  that  concern  is  in  the  habit 
of  taking  that  class  of  contracts? 

Mr.  Starrett.  You  mean  by  that  a  cheap  contract? 

Mr.  ProutY.  Well,  contracts  upon  which  they  lose  money? 

Mr.  Starrett.  When  I  was  with  it  I  used  to  make  a  loss  every 
now  and  then. 

Mr.  Prouty.  On  an  average,  though.  If  they  said  in  their  plead- 
ings in  this  case  that  they  made  $60,000  on  it,  would  you  think  it 
reliable  ? 

Mr.  Starrett.  You  know,  Judge,  the  people  that  lose  on  these  jobs 
that  are  built  too  cheaply  are  very  seldom  the  general  contractors. 
It  is  the  subcontractors,  of  whom  perhaps  there  might  have  been  30  on 
that  building,  either  the  general  contractors'  price  or  the  general 
contractors'  profit  has  not  got  a  bit  of  bearing,  in  my  humble  opinion, 
in  a  philosophical  way,  on  this  question  as  to  whether  that  price  was 
$680,000  or  $580,000.    That  is  the  exact  fact. 

Mr.  Prouty.  You  are  rather  evading  my  question  a  little  bit.  So 
far  as  the  evidence  in  this  case  is  concerned  we  have  not  noticed  that 
there  are  any  subcontractors. 

Assuming  that  they  were  the  contractors  who  put  up  the  building, 
and  they  said  that  they  made  $60,000  on  it,  would  you  consider  that 
reliable?     That  is  all  I  want  to  knoAv. 

Mr.  Starrett.  Yes,  sir;  I  would  believe  it. 

Mr.  Eedfield.  Mr.  Starrett,  were  they  or  were  they  not  all  the  con- 
tractors on  that  building  ?     Did  they  sublet  anj'  of  it  ? 

Mr.  Starrett.  I  do  not  know.  yo*Li  know,  exactly  how  they  han- 
dled that  building,  but  for  all  of  the  subs — and  when  I  speak  of 
subcontractors  in  this  sense  I  mean  people  who  supply  them  material. 
They  do  not  manufacture  terra  cotta,  for  instance,  and  they  do  not 
manufacture  stone,  and  they  do  "not  cut  stone,  and  they  do  not  cut 
granite,  and  they  do  not  make  steel,  they  do  not  fabricate  steel,  and 
even  though  they  might  say  they  were  the  contractors  for  the 
steel  by  virtue  of  the  fact  that  they  erected  that  steel,  they  might 
have,  bought  that  steel  too  cheap,  or  they  might  have  bought 
it  way  below  the  market  price,  and  they  might  have  bought  the  terra 
cotta  at  such  a  price  that  the  terra  cotta  men  would  have  lost  some 
money;  and  then  on  the  iron,  there  are  lots  of  chances  fcr  people  to 
^0  things  too  cheap  on  that  job.  even  with  the  Thompson-Starrett  Co. 
making  $60,000. 

Mr.  Redfield.  Do  you  mean  that  the  committee  shall  take  seriously 
your  suggestion  that  the  steel  company  lost  money  at  the  price  which 
they  sold  the  steel  ? 

Mr.  Starrett.  I  am  not  talking  about  loss,  either.  I  am  talking 
about  market  price.  For  instance,  I  told  you  a  moment  ago,  don*t 
you  remember,  I  answered  about  steel  a  moment  ago,  that  I  have  seen 
the  prices  fluctuate  in  a  year  from  $45  to  $90,  and  so  on  account  of 
circumstances  and  conditions,  and  this  and  that  and  the  other  thing. 
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_  Mr.  Redfield.  Mr.  Starrett,  that  was  not  on  acconnt  of  the  condi- 
tions which  have  to  do  with  the  manufacture  of  steel,  but  in  the  local 
fabricating  shops,  was  it  not  ? 

Mr.  Starrett.  I  do  not  think  there  are  any  local  fabricating  shops 
in  this  town  that  would  do  that  job. 

Mr.  Redheld.  I  mean  the  fabricating  shops. 

Mr.  Starrett.  That  is  where  it  conies  in  on  the  fabricating. 

Mr.  Redfield.  Is  it  not  a  fact,  Mr.  Starrett,  that  the  market  price 
of  steel  for  structural  buildings  is  less  to-day  than  it  was  10  years 
ago? 

Mr.  Starrett.  Yes ;  it  is. 

Mr.  JoHxsoN.  Mr.  Starrett,  I  was  compelled  to  stay  out  a  few 
moments,  and  do  not  know  whether  you  have  testified  as  to  this  one 
question  which  I  will  ask  yon.  Even  though  the  building  had  been 
profitably  construced  two  j'ears  ago  for  $681,000,  that  would  not  lead 
to  the  necessary  implication  that  it  could  be  successfully  erected  at 
that  figure  now,  would  it? 

Mr.  Starrett.  No  ;  it  would  not.  That  is  the  basis  of  my  statement 
of  the  cost  here.  That  is  what  I  figured  it  would  cost  to  reproduce 
that  now. 

Mr.  Johnson.  Then,  if  the  building  were  constructed  two  years 
ago  at  a  cost  of  $681,000,  your  opinion  is  the  cost  of  construction 
now  would  be  higher  ? 

Mr.  Starrett.  Yes,  sir. 

Mr.  JdiiNsox.  Have  you  stated  how  much  higher? 

Mr.  S'i'AKKETT.  I  have  not  been  asked  the  question. 

Mr.  JoiiNSdN.  I  would  be  glad  to  know  for  my  own  information. 

Mr.  Starrett.  It  is  a. pretty  hard  thing  to  generalize  in  one  par- 
ticular building;  but  I  should  say  that  I  think,  on  an  average,  it  is 
about  -20  per  cent. 

Mr.  Johnson.  It  would  cost  60  per  cent  more  now  that  two  years 
ago? 

Mr.  Starrett.  Yes. 

Mr.  Prouty.  Just  a  minute  on  tliat.  Would  you  include  labor  in 
that  ? 

Mr.  Starrett.  Everything;  labor  and  material. 

j\fr.  Prouty.  Labor  has  not  increased  any  during  that  time,  mate- 
riall}'.  has  it? 

Mr.  Starrett.  I  do  not  know  exactly  the  market  on  labor.  I 
know,  for  instance,  in  New  York  that  there  is  going  to  be  an  advance 
in  bricklayers'  wages ;  but  the  labor  cost  is  not  measured  by  the  rate 
of  wages  anjr  more  than  the  cost  of  steel  is  measured  by  the  base 
price  of  steel.  Labor  cost  is  measured  bj'  the  state  of  the  labor 
market.  If  there  is  little  to  do  and  lots  to  do  it,  labor  is  cheap,  no 
matter  if  you  pay  a  higher  price ;  but  if  there  is  lots  to  do  and  few 
to  do  it,  the  labor  cost  goes  clear  out  of  sight,  regardless  of  the 
wages,  in  the  building  business. 

Mr.  Carusi.  Mr.  Starrett,  you  have  been  asked  to  compare  two 
things,  one  your  estimate  of  what  it  would  cost  to  reproduce  this 
building  to-day  and  the  contract  under  which  the  Thompson- Star- 
rett Company  actually  did  erect  this  building.  As  I  understand  it 
your  estimate  is  based  upon  that  building  as  you  saw  it  to-day. 

Mr.  Starrett.  Yes,  sir. 
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Mr.  Carusi.  Have  you  examined  the  Thompson-Stariett  contriict 
to  ascertain  how  much  of  that  building,  as  it  exists  to-day,  wius  in- 
cluded under  the  terms  of  that  contract? 

Mr.  Starrett.  I  have  never  seen  the  contract,  sir. 

Mr.  Garusi.  In  arriving  at  your  estimate  of  the  cost  of  reproduc- 
tion you  have  added  in  architect's  fees  and  certain  carrying  charges  ? 

Mr.  Starrett.  Yes. 

Mr.  Carust.  And  you  have  also,  have  you  not,  added  in  the  im- 
provements in  the  United  States  Trust  Co.  ? 

Mr.  Starrett.  I  have  taken  the  whole  thing  into  account. 

Mr.  Cartjsi.  Do  you  know  whether  any  of  those  items  were  in- 
cluded in  the  $680,000  price  of  the  Thomp'son-Starrett  Co.  ? 

Mr.  Starrett.  No,  sir. 

Mr.  Carusi.  Do  you  know  whether  the  Thompson- Starrett  con- 
tract covered  more  than  the  erection  of  the  building  as  a  shell?  I 
do  not  mean  that  in  a  strictly  literal  sense,  but  without  reference  to 
the  entire  subdivision  of  suites  and  offices  as  it  is  now  ? 

Mr.  Starrett.  I  do  not  know,  sir,  how  the  contract  was  given  or 
what  it  originally  included,  or  anything  about  it. 

Mr.  Carusi.  That  being  so,  could  the  Thompson- Starrett  contract 
of  $680,000  have  any  influence  upon  your  judgment  as  to  what  it 
would  cost  to  reproduce  the  building  as  it  is  ? 

Mr.  Starrett.  No,  sir. 

Mr.  Carusi.  One  other  line.  You  were  asked  about  obsolescence 
and  depreciation  and  what  would  be  the  proper  way  for  a  business 
man  or  real-estate  man  to  carry  it.  I  want  to  ask  you  these  few 
short  questions:  If  you,  as  a  business  man,  were  carrying  a  piece 
of  real  estate  as  an  asset  you  would  carry  it  as  a  whole,  would  you 
not — ^the  ground  and  building? 

Mr.  Starrett.  Yes,  sir. 

Mr.  Carusi.  In  your  first  inventory  you  would  put  either  at  the 
cost  price  or  at  some  estimated  value,  would  you  not,  among  your 
assets  ? 

Mr.  Starrett.  You  are  talking  about  the  whole  thing  ? 

Mr.  Carusi.  The  whole  thing. 

Mr.  Starrett.  Yes;  I  would. 

Mr.  Carusi.  When  it  became  time  to  make  another  inventory  you 
would  again  consider  it  as  a  whole,  would  you  not,  in  your  list  of 
assets  ? 

Mr.  Starrett.  Always. 

Mr.  Carusi.  If  the  ground  and  the  building  were  worth  more  at 
the  second  inventory  than  they  were  at  the  time  of  the  first,  your 
assets  would  show  an  appreciation,  would  they  not? 

Mr.  Starrett.  Appreciation? 

Mr.  Carusi.  Appreciation ;  yes,  sir. 

Mr.  Starrett.  Yes,  sir. 

Mr.  Carusi.  And  if  the  property  as  a  whole  was  worth  less,  then 
there  would  be  a  falling  off  in  your  assets? 

Mr.  Starrett.  Yes. 

Mr.  Carusi.  Is  there  any  obsolescence  at  this  time  in  the  Southern 
Building  ? 

Mr.  Starrett.  I  did  not  see  any  signs  of  any. 

Mr.  Carusi.  Did  you  see  any  signs  of  depreciation? 

Mr.  Starrett.  No,  sir;  no. 
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Mr.  Carusi.  One  other  question  on  another  point.  You  charge  in 
the  cost  of  a  building  carrying  charges  ? 

Mr.  StarRett.  Yes,  sir. 

Mr.  Carusi.  Do  you  inchide  in  that  taxes  upon  both  the  land  and 
the  building  or  upon  the  land  before  the  building  is  erected  ? 

Mr.  Stabhett.  We  include  the  taxes  as  they  are  assessed. 

Mr.  Carusi.  Let  us  take  this  hypothetical  case  and  see  whether  you 
are  right.  Suppose  there  is  a  building,  take  a  plot  of  ground,  and 
that  building  is  bringing  in  an  income,  how  are  the  taxes  and  interest 
on  any  of  the  mortgages  paid? 

]Mr.  Starrett.  Out  of  the  income,  if  it  is  sufficient. 

Mr.  Carusi.  Suppose  you  are  owning  that  building  and  feel  it  is 
not  suitable  to  the  location  and  tli^n  tear  it  down  on  a  certain  fixed 
time  and  erect  a  new  building  which  would  be  completed  at  another 
fixed  time,  say  a  year  later.  From  the  time  you  begin  to  tear  that 
building  down,  what  pays  the  taxes? 

Mr.  Starrett.  The  new  operations.  '  I  can  tell  you  a  case  in  point 
that  you  might  be  interested  in,  of  a  building  that  I  built  in  Boston, 
where  they  have  a  certain  espionage,  you  might  say,  over  the  real 
estate  development.  I  build  a  building  there  on  the  trustee  plan  that 
cost  over  $600,000,  the  ground  over  $400,000,  and  the  trustees  con- 
trolled the  property  then  and  control  it  now,  and  they  were  allowed 
by  law  to  do  the  very  thing  that  T  described  in  my  original  statement 
of  the  cost  of  this  building.  They  are  allowed  to  pay  out  of  their 
fuiuls  diu-ing  rnnstruetion  all  the  money  necessary  to  pay  interest 
on  the  gi-ound  and  the  building  on  money  used,  invested  in  the 
ground,  or  used  in  the  building,  until  that  building  was  accepted  and 
was  turned  into  its  life  again  and  earned  its  money.  That  is  what 
the  law  allowed  in  the  State  of  Massachusetts,  and  I  think  it  does 
now. 

Mr.  Carusi.  Let  us  go  back  just  for  a  moment,  because  this  may 
throw  some  light  upon  this  question.  You  had  started  to  tear  down 
the  improvements  on  a  piece  of  property,  the  income  from  which 
had  up  to  that  time  paid  your  taxes  and  paid  the  interest  on  any  mort- 
gages you  had  and  paid  some  return  upon  the  amount  of  your  invest- 
ment. From  the  time  you  began  to  tear  down  your  income  stopped 
absolutely  ? 

Mr.  Starrett.  Yes,  sir. 

Mr.  Carusi.  You  have  got  your  taxes  to  pay  nevertheless,  and 
you  have  got  to  pay  them  ? 

Mr.  Starrett.  Yes,  sir. 

]Mr.  Carusi.  The  money  actually  flows  out  of  your  pocket  into  the 
tax  collector's? 

^Ir.  Starrett.  Just  as  sure  then  as  it  ever  does. 

;Mr.  Carusi.  You  have  got  to  pay  the  interest  when  it  comes  due, 
and  that  is  an  actual  and  real  disbursement? 

Mr.  Starrett.  Yes. 

Mr.  Carusi.  And  so,  of  course,  you  have  got  to  pay  your  contrac- 
tors and  all  the  other  elements  which  are  necessary  to  result  one  year 
later  in  an  erected  building  in  which  there  are  tenants  and  irom 
which  your  income  once  more  starts? 

Mr.  Starrett.  Yes,  sir. 

Mr.  Carusi.  I  understood  you  to  say  in  answer  to  one  of  Judge 
Prouty's  questions  that  you  did  not  think  there  ought  to  be  a  double 
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charge^ — you  ought  not  to  charge  off  twice  these  items,  speaking  of 
taxes  and  interest.  Did  you  have  in  mind  that  you  should  not  in- 
clude as  one  of  the  costs  of  the  buildings  the  loss  of  income  diiring 
the  building  operations? 

Mr.  Staeeett.  I  was  not  thinking  about  the  loss  of  income  or  any- 
thing of  that  kind.  I  was  trying  to  answer  what  I  call  a  hypothetical 
question  that  the  judge  propounded. 

Mr.  Caetjsi.  If  you  did  charge  as  an  item  of  expense  the  loss  of 
your  income  during  the  building  operations,  and  in  addition  to  that 
charged  the  taxes  and  interest  that  you  had  previously  been  paying 
out  of  your  income,  then  you  would  have  a  double  charge,  would  you 
not? 

Mr.  Staeeett.  If  you  charge  your  loss  of  income  and  also  all  the 
interest,  why,  you  would  be  making  a  double  charge.  You  would  not 
be  entitled  to  do  both. 

Mr.  Caetjsi.  Nobody  ever  does  charge  the  loss  of  income  in  as  one 
of  the  actual  expenses  of  erecting  a  building,  do  they  ? 

Mr.  Staeeett.  No,  sir;  I  would  not. 

Mr.  Caeusi.  But  they  do  charge  some  of  these  items  which  must  be 
paid  out  which  before  that  time  had  been  paid  out  of  the  income? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Caeusi.  Those  are  all  the  questions  I  wish  to  ask. 

Mr.  Johnson.  Mr.  Starrett,  in  answer  to-  a  question  put  to  you 
by  Mr.  Eedfield  you  said  that  structural  steel  was  worth  less  10  years 
ago  than  it  is  now. 

Mr.  Staeeett.  I  answered  very  quickly. 

Mr.  Johnson.  The  question  I  wish  to  put  to  you  is:  Is  structural 
steel  worth  more  or  less  now  than  it  was  two  years  ago  ? 

Mr.  Staeeett.  It  is  worth  very  much  more,  according  to  my 
lights. 

Mr.  Eedfield.  Has  the  base  price  been  chang^ed? 

Mr.  Staeeett.  If  there  has  been  any  change  it  is  very  slight. 

Mr.  Johnson.  It  has  changed  in  price  ready  to  be  put  into  build- 
ings ? 

Mr.  Staeeett.  Well,  base  price,  raw  material,  and  fabricated  price 
are  very  different  propositions. 

Mr.  Douglas.  I  understand  fabricated  steel  is  raw  material  put 
in  shape  for  erection  in  your  building  ? 

Mr.  Staeeett.  Yes. 

Mr.  Douglas.  And  that  is  what  we  consider  in  relative  cost  of 
steel  now  and  10  years  ago  on  office  buildings  ? 

Mr.  Staeeett.  Yes,  sir. 

Mr.  Eedfield.  Mr.  Starrett,  is  it  not  a  fact  in  order  to  get  steel 
for  construction  now  you  have  to  pay  a  premium  ? 

Mr.  Staeeett.  You  certainly  do.  And  I  would  like  to  say  that 
according  to  my  experience  you  can  not  get  any  steel  delivered 
promptly  to-day  at  what  you  would  call  a  standard  market  price, 
and  if  you  want  anything  quickly  now  you  have  to  pay  all  kinds 
of  arbitrary  premiums. 

Mr.  Johnson.  And  that  would  enter  into  the  cost  of  it? 

Mr.  Staeeett.  Beg  pardon? 

Mr.  Johnson.  And  that  would  enter  into  the  cost  of  it? 

Mr.  Staeeett.  It  would. 
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TESTIMONY  OF  CHARLES  S.  SCHNEIDER. 

The  witness  was  duly  sworn  by  the  chairman. 

ilr.  Douglas.  Mt.  Schneider,  gi\e  your  full  name  and  address 
and  occupation. 

Mr.  Schneider.  Charles  S.  Schneider;  address,  Washington, 
D.  C. ;  business,  structural  steel,  ornamental  iron,  finished  iron,  and 
castings. 

Mr.  Douglas.  Are  you  familiar,  Mr.  Schneider,  with  the  present 
prices  of  structural  or  fabricated  steel  for  office  buildings? 

Mr.  Schneider.  Yes,  sir. 

Mr.  Douglas.  State  to  the  committee  what  is  at  present  the  price 
of  fabricated  steel  i^er  ton  here  in  Washington. 

Mr.  SciixEinER.  The  present  prices  to-day  will  run  from — you 
mean,  in  place,  erected? 

yiv.  I)ouGL.\s.  Well,  first  put  it  not  in  place  and  then  in  place. 

jNlr.  Schneider.  Delivered  at  the  building  it  will  run  from  $60  to 
S);80  a  ton. 

]\Ir.  DorcLAs.  That  is  the  structural  or  fabricated  steel  delivered  at 
the  building? 

Ml'.  Schneider.  Delivei'ed  at  the  building;  yes,  sir. 

Mr.  DoucLAs.  From  $60  to  $80? 

Mr.  Schneider,  ^'es.  sir.  Of  course,  it  depends  altogether  upon 
the  class  (if  the  work. 

Mr.  Doici.As.  The  class  of  the  work?  How  much  has  to  be  added 
to  that  for  the  erection  of  it? 

^Ir.  Schneider.  Such  a  building  as  the  Southern  Building  would 
cost,  erected  and  painted  two  coats,  to-day  about  $12  a  ton. 

Mi-.  Douglas.  So  that  it  would  run,  then,  with  the  erection  cost 
added,  from  $7i: 

Mr.  Schneider   (interposing).  From  $72  to  $92. 

^li:  Douglas  (continuing).  To  $92.  Now,  give  us  how  the  prices 
ran  in  the  fall  of  1910,  say,  two  years  ago. 

Mr.  Schneider.  That  would  cost  about  $48  a  ton. 

Mr.  Douglas.  $48.     That  is  for  steel  delivered  at  the  building  site? 

j\Ir.  Schneider.  Delivered ;  yes,  sir. 

Mr.  Douglas.  $48  as  against  $60? 

Mr.  Schneider.  Yes,  sir. 

Mr.  Douglas.  Is  that  right? 

Mr.  Schneider.  That  is  right. 

Mr.  Douglas.  Then  the  cost  of  erection  was  what,  then? 

Mr.  Schneider.  Then  it  would  be  about  $9  a  ton  at  that  time. 

Mr.  Douglas.  A  difference  of  about  a  dollar  a  ton  now  ? 

Mr.  Schneider.  About  $3  a  ton. 

Mr.  Douglas.  $3  a  ton  now  as  compared  to  then  ? . 

j\Ir.  Schneider.  Two  or  three  years  ago. 

Mr.  Douglas.  Suppose  you  compare  and  give  us  the  figures  for 
the  record,  Mr.  Schneider ;  add  the  cost  of  erection  two  years  ago  to 
the  price  two  years  ago,  and  see  what  the  difference  is  between  the 
cost  of  delivery  now  and  with  your  cost  added.  It  won't  take  but  a 
moment  to  do  it. 

Mr.  ScHNEroER.  Oh,  no ;  just  a  moment. 

Mr.  Douglas.  It  is  $57  as  against  $72,  is  it  not? 
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Mr.  Schneider.  Well,  you  take  a  building  of  that  kind,  it  would 
be  about  $57  at  that  time,  erected  and  painted. 

Mr.  Douglas.  As  against  what  now  ? 

Mr.  Schneider.  As  against  $72  to-day. 

Mr.  Douglas.  So  there  would  be  an  actual  difference  of  about  $15 
a  ton? 

Mr.  Schneider.  $15  a  ton. 

Mr.  Douglas.  In  structural  steel  in  the  fall  of  1910  and  last  fall 
and  the  present  time  ? 

Mr.  Schneider.  Yes. 

Mr.  Douglas.  I  have  no  questions,  Mr.  Chairman  and  gentlemen, 
further  than  that. 

Mr.  Redeield.  Mr.  Schneider,  where  are  your  shops  ? 

Mr.  Schneider.  "We  have  one  shop  on  the  corner  of  Twelfth  and 
Ohio  Avenue,  in  the  city  here,  and  on  Nineteenth  and  D,  in  the  city. 

Mr.  E-EDFiELD.  How  many  men  do  you  employ  ? 

Mr.  Schneider.  About  150. 

Mr.  Redfield.  What  proportion  of  that  force  is  fabricating 
structural  steel? 

Mr.  Schneider.  I  guess  on  an  average  of  about  50  or  60  men. 

Mr.  Redfield.  Roughly,  half  of  your  force  ? 
■     Mr.  Schneider.  Sir? 

Mr.  Redfield.  Roughly,  half  of  your  force  ? 

Mr.  Schneider.  Yes. 

Mr.  Redfield.  What  apparatus  do  you  use  for  fabricating  struc' 
tural  steel? 

Mr.  Schneider.  Punches,  saws,  for  cutting  the  materials • 

Mr.  Redfield  (interposing).  Cold  saws? 

Mr.  Schneider.  Cold  saws,  friction  saws,  facing  machines,  ream- 
ers, and  riveters. 

Mr.  Redfield.  How  much  power  do  you  use  ? 

Mr.  Schneider.  We  have  in  the  structural  shop  about  100  horse. 

Mr.  Redfield.  In  what  form  do  you  buy  your  material  ? 

Mr.  Schneider.  We  buy  all  bur  material  in  60-foot  lengths.  That 
comes  from  the  mills. 

Mr.  Redfield.  In  the  shape  of  bars  ? 

Mr.  Schneider.  Yes;  beams,  angles,  channels,  and  such  as  that. 

Mr.  Redfield.  You  buy  the  structural  material  as  it  comes  from 
the  rolls? 

Mr.  Schneider.  As  it  comes  from  the  rolls,  and  fabricate  it. 

Mr.  REDFifcLD.  Do  you  know  what  the  price  of  steel  beams  was 
at  the  close  of  1910  ? 

Mr.  Schneider.  At  the  close  of  1910,  if  my  recollection  serves  me 
right,  we  were  buying  material  for  about  one  hundred  and  forty-two 
ind  a.  half,  f.  o.  b.  Washington. 

Mr.  Redfield.  What  would  that  figure  per  ton  ? 
,,  Mr.  Schneider.  That  would  be  about  $28 ;  in  the  neighborhood  of 
$29  a  ton. 

Mr.  Redfield.  At  what  price  were  steel  beams  at  the  close  of  1911  ? 

Mr.  Schneider.  In  i911  it  tan  Elloilg  about  the  same  price;  very 
little  change  between  1910  and  1911. 

Mr.  Redfield.  Mr.  Schneider,  I  show  you  the  standard  sheet  pub- 
lished by  the  Iron  Age,  of  New  York,  showing  the  standard  prices 
of  steel  beams  from  1898  to  1911,  inclusive. 
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Mr.  Schneider.  Yes,  sir. 

Mr.  Eedfdeld.  And  I  ask. you  if  in  the  month  of  October,  1910, 
the  price  of  steel  beams,  which,  as  you  will  notice,  is  indicated  by  the 
heavy  black  line  which  is  at  a  certain  point 

Mr.  Schneider.  Yes. 

Mr.  Redfield.  You  are  familiar  with  that  charge  ? 

Mr.  Schneider.  Yes,  sir. 

Mr.  Redpield.  You  notice  at  a  certain  point  it  is  coincident  with 
other  lines. 

Mr.  Schneider.  Yes,  sir. 

Mr.  Redfield.  I  ask  you  if  this  does  not  show  that  in  October, 
1910,  the  price  of  steel  beams  was  between  $31  and  $32  a  ton? 

Mr.  Schneider.  Well,  that  is  at  the  mills.  Now,  we  add  freight 
on  that. 

Mr.  Redfield.  I  understand,  but  it  does  show  it  was  between  $31 
and  $32  a  ton  at  the  mill? 

Mr.  ScHNEmER.  Yes. 

Mr.  Redfield.  I  will  ask  you  to  look  at  the  same  chart  for  the 
year  1911.  and  ask  if  in  the  month  of  October,  1911,  the  price  of 
steel  beams  at  the  mill  was  not  $27  a  ton  ? 

Mr.  ScHNEroER.  According  to  that  chart  it  was,  sir. 

Mr.  Redfield.  Have  you  any  reason  to  doubt  the  correctness  of, 
the  chart? 

Mr.  Schneider.  No;  I  have  not.    We  figure  on  freight  added. 

Mr.  Redfield.  I  understand  you,  but  the  freight  is  a  uniform 
quantity  ? 

Mr.  Schneider.  Yes,  sir. 

Mr.  Redfield.  It  was  no  greater  in  1910  or  no  less  than  it  was  in 
1912? 

Mr.  Schneider.  Oh,  no. 

Mr.  Redfield.  The  element  of  fluctuation  here  is  the  price  of  the 
beams  at  the  mill? 

Mr.  ScHNEffiER.  That  is  all. 

Mr.  Redfield.  And  the  price  of  beams  at  the  mill,  as  shown  by  the 
chart  of  the  Iron  Age,  which  I  have  just  shown  you,  was,  at  the 
close  of  1911,  about  $5  a  ton  less  than  it  was  in  1910? 

iMr.  Schneider.  About  $4. 

^Ir.  Redfield.  About  $4— between  $4  and  $5  a  ton  less  than  it  was 
in  1910. 

Mv.  Schneider.  Can  you  fabricate  steel  as  cheaply  per  ton  as  the 
old  Penoyd  Iron  Works,  now  part  of  the  American  Bridge  Co.  ? 

Mr.  Schneider.  No,  sir. 

Mr.  Redfield.  How  many  tons  can  you  handle  a  month  ? 

Mr.  Schneider.  I  guess  about  400. 

Mr.  Redfield.  And  they,  as  a  matter  of  fact,  can  handle  that  much 
per  day,  can  they  not  ? 

Mr.  Schneider.  More  than  that,  I  guess. 

Mr.  Redfield.  So  that,  as  a  matter  of  fact,  without  any  fault  of 
yours,  you  would  not  attempt  to  state  that  the  price  at  which  you 
can  manufacture  it,  doing  the  very  best  possible,  would  be  a  criterion 
of  the  price  at  which  it  could  be  fabricated  by  the  American  Bridge 
Co.,  do  you? 

Mr.  Schneider.  Well,  we  do  it  in  competition  with  the  American 
Bridge  Co. 
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Mr.  Eedfield.  But  you  still  would  not  want  us  to  think  that  you 
could  manufacture  the  same  goods  as  cheaply  as  they  can? 

Mr.  Schneider.  Oh,  no,  sir. 

Mr.  Redfield.  ■  In  other  words  there  would  be  contracts  you  would 
not  feel  justified  in  taking  at  all? 

Mr.  Schneidek.  There  are  many  contracts  that  they  would  not  do 
that  we  do. 

Mr.  Redfield.  Would  you  be  prepared  to  take  a  contract  and 
put  through  such  a  contract  as  that  required  for  the  Southern  Build- 
ing? 

Mr.  Schneider.  No,  sir. 

Mr.  Redfield.  You  would  not  be  prepared  for  that  ? 

Mr.  Schneider.  No,  sir. 

Mr.  Douglas.  Mr.  Schneider,  Mr.  Redfield  asked  you  about  the 
price  of  beams,  steel  beams,  in  1910  and  1911.  He  did  not  give  any 
figures  for  1912  at  aU? 

Mr.  Schneider.  No,  sir. 

Mr.  Redfield.  The  chart  does  not  show  it. 

Mr.  Douglas.  I  understand.  And  the  price  of  beams — that  is  a 
raw  material  at  the  mill? 

Mr.  ScHK  EIDER.  That  is  the  way  we  get  it  from  the  mill. 

Mr.  Redfield.  But  the  fluctuations  taking  place,  or  rather  the 
rapid  increase  in  price  has  been  in  the  fabricated  or  structural  steel, 
which  is  where  the  beams  and  girders  and  everything  is  in  shape 
ready  to  put  in  place? 

Mr.  Schneider.  Yes. 

Mr.  Redfield.  That  is  where  the  increase  comes  in,  of  course? 

Mr.  Schneider.  It  comes  in  on  the  raw  material  to  a  great  extent 
and  to  a  great  extent  on  the  fabricated. 

Mr.  Douglas.  What  makes  the  difference  of  $19  from  1910  to 
1912  ?     Have  the  prices  of  beams  gone  up  ? 

Mr.  Schneider.  Of  course  they  have  gone  up  in  1912.  They  were 
higher  in  the  first  part  of  1912  than  they  were  in  1911 ;  at  the  present 
time  than  they  have  been  since  1900. 

Mr.  Redfield.  Mr.  Schneider,  when  was  it  they  went  up  in  1912? 

Mr.  Schneider.  Along  about  May  and  June  and  July. 

Mr.  Redfield.  You  are  quite  sure  it  was  not  in  December  ? 

Mr.  Schneider.  No,  sir ;  it  was  not  in  December.  Up  to  March  or 
April  you  could  buy  them  very  much  cheaper  than  you  could  in  either 
1910  or  1911. 

Mr.  Eedfield.  In  March  or  April  you  could  buy  them  very  much 
cheaper  than  you  could  in  1910  or  10*11  ? 

Mr.  Schneider.  Yes,  sir. 

Mr.  Redfield.  How  much  had  they  advanced  in  the  latter  part  of 
the  year  ? 

Mr.  Schneider.  They  were  from  $1.10  in  Pittsburgh  to  $1.60  in 
Pittsburgh. 

Mr.  Redfield.  $1.10  to  $1.60 — 50  cents  a  hundred  pounds? 

Mr.  Schneider.  Yes,  sir;  $10  a  ton;  and  you  can  not  get  them  at 
that. 

Mr.  Redfield.  That  is  to  say,  Mr.  Schneider,  is  it  not,  that  that  is 
the  price  that  you  have  to  pay  if  you  wanted  it  right  away,  or  reason- 
ably sp? 

Mr.  Schneider.  Oh,  no ;  that  is  the  mill  price.  That  is  the  stand- 
ard price. 
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Mr.  Redfield.  For  fall  delivery.  1913  ? 

Mr.  ScHXEiDER.  For  delivery  in  the  first,  second,  and  third  quarter 
of  1913. 

Mr.  Eedfield.  Yes;  but  for  delivery  at  pleasure  of  the  mill,  what 
was  the  price? 

Mr.  Schneider.  Delivery  at  the  pleasure  of  the  mill,  as  I  say,  was 
the  difference  between  $1.10  and  $1.60. 

;Mr.  Eeiifield.  So  that  you  paid  $10  a  ton  more  whether  you  get 
them  in  the  first  quarter  of  1913  or  last  quarter? 

Mr.  Schneider.  Or  the  last  quarter.  That  is  the  price,  the  pre- 
vailing price  to-day. 

Mr.  Redfield.  An  advance  of  $10  a  ton  in  beams? 

Mr.  SciixEiDER.  In  one  year.     That  is,  in  three  months. 

^Ir.  DoiGL.vs  And  if  you  wanted  a  hurry-up  order  you  would 
pay  even  more  than  that? 

^Ir.  Schneider.  If  yen  wanted  a  hurry-up  order,  I  have  paid  as 
higli  as  SI.-)  or  $16  a  ton  difference. 

]\Ir.  Proi'ty.  If  I  understand  your  testimony  you  are  equipped  to 
fabricate  steel  for  a  building  like  this  Southern  Building? 

Mr.  Schneider.  Yes.  sir. 

]\ir.  Proity.  What  would  be  the  per  cent  of  difference  at  which 
vou  would  furnish  the  steel  fabricated  in  the  fall  of  1910  and  in  the 
■fall  of  1912? 

Mr.  Schneider.  Well,  the  fall  of  1912  would  be  in  the  neighbor- 
hood of  about  20  per  cent  to  25  per  cent. 

!Mr.  Redfield.  Mr.  Schneider,  do  you  not  know  it  is  a  fact  that  the 
large  users  of  construction  steel  buy  under  annual  contracts? 

Mr.  Schneider.  So  do  I. 

Mr.  Redfield.  You  do,  sir? 

Mr.  Schneider.  Yes,  sir. 

Air.  Redfield.  So  that  you  make  your  price  at  the  beginning  of  the 
year  for  the  whole  year? 

Mr.  Schneider.  With  the  mills. 

Mr.  Redfield.  With  the  mills? 

Mr.  Schneider.  Yes,  sir. 

]\Ir.  Redfield.  So  that  as  a  matter  of  fact  if  the  steel  advances 
during  the  year  it  does  not  affect  you  ? 

Mr.  Schneider.  Not  necessarily  so.  If  it  advances,  the  only  way 
it  affects  me.  if  I  have  got  contracts  in  at  low  prices,  I  have  got  to 
pay  for  my  material. 

Mr.  Redfield.  In  other  words,  you  get  it  at  the  same  price,  but 
they  hold  you  up  on  your  deliveries  ? 

Mr.  Schneider.  They  hold  me  up  on  deliveries. 

Mr.  Redfield.  That  is  the  regular  practice,  is  it  not,  Mr.  Schnei- 
der? 

i\Ir.  Schneider.  Yes. 

Mr.  Redfield.  As  a  matter  of  fact,  under  the  contract  we  buy  at 
a  fixed  price  throughout  the  year  ? 

Mr.  Schneider.  No;  we  buy  at  fixed  prices,  but  the  specifications 
have  got  to  be  for  a  certain  period.  We  have  to  have  our  specifi- 
cations in  under  that  quarter.  We  can  not  hold  our  specifications 
for  the  end  of  the  year  or  any  time  at  all. 

Mr.  Redfield.  If  you  specify  fall  deliveries  according  to  con- 
tract the  price  does  not  change? 


IXVESTIGATIOX    OF    IXSUEAWCE    COMPANIES.  1287 

Mr.  Schneider.  Oh,  no ;  not  in  that  way. 

Mr.  Redfield.  So  that  if  you  have  a  contract  for  beams,  so  many 
tons  for  each  quarter,  at  the  early  part  of  the  year,  the  fact  that 
the  price  rose  $5  per  ton  or  more  during  that  year  would  not  affect 
your  prices  at  all,  so  far  as  you  specified  according  to  the  contract? 
That  IS  so,  is  it  not  ? 

Mr.  ScHNEiDEE.  Yes,  sir. 

Mr.  Redfield.  That  is  the  regular  practice  of  the  mills,  is  it  not  ? 

Mr.  ScHNEiDEE.  That  is  the  regular  practice. 

Mr.  Redfield.  As  a  matter  of  fact,  the  big  building-construction 
companies  specify  in  very  heavy  quantities  every  year,  do  they  not? 

Mr.  Schneider.  Some  of  them. 

Mr.  Redfield.  They  buy  and  put  in  store,  to  a  certain  degree, 
that  material  they  are  going  to"  require  for  fabrication,  do  they  not  ? 

Mr.  Schneider.  You  can  not  buy  fabricated  material  on  contract. 

Mr.  Redfield.  I  am  speaking  for  the  raw  material. 

Mr.  Schneider.  For  the  raw  materials?  The  builders  can  not  go 
out  and  make  a  contract  for  even  their  raw  material,  because  they  do 
not  know  what  they  will  use. 

Mr.  Redfield.  But  is  not  this. just  where  the  fabricating  shop 
makes  their  money,  Mr.  Schneider — I  will  leave  you  out  of  count, 
if  you  please — the  fabricating  shops,  or  any  steel  shop,  buys  its  steel 
under  an  annual  contract,  at  a  fixed  price  so  far  as  it  has  specified, 
and  then,  as  a  matter  of  business,  having  bought  the  steel  under  the 
annual  contract,  when  a  customer  comes  in  that  wants  it,  to  put  in 
the  steel  at  the  current  market  price? 

Mr.  Schneider.  "We  put  it  in  at  the  current  market  price. 

Mr.  Redfield.  Yes,  of  course  we  do  so ;  certainly.  So,  if  you  come 
to  me  for  a  contract  for  machineiy,  and  I  have  got  an  annual  contract 
for  steel  for  that  machinery  at  $26  a  ton,  and  in  the  meantime  the 
market  price  has  advanced  to  $40  a  ton,  though  I  am  not  paying  it, 
still  you  expect  to  pay  $40  a  ton  as  the  basis  of  your  contract  to  me, 
unless  you  can  buy  it  cheaper  from  somebody  else  ? 

Mr.  Schneider.  The  same  as  you  would  buy  a  carload  of  sugar. 
"When  it  went  up  a  cent  a  pound  you  would  not  sell  it  a  cent  a  pound 
less. 

Mr.  Douglas.  In  other  words,  Mr.  Schneider,  if  the  Southern 
Building  had  been  built  in  October,  1912,  and  you  had  had  your 
price  fixed  at  the  mills  in  January,  1912,  and  steel  went  up  $10  a 
ton,  you  would  hardly  give  the  Southern  Building  the  benefit  of 
that  saving,  would  you  ? 

Mr.  Schneider.  Not  by  any  means. 

Mr.  Douglas.  They  would  have  to  pay  the  difference  in  price? 

Mr.  Schneider.  Certainly. 

Mr.  Johnson.  You  know  that  there  is  practically  no  price  between 
the  steel  mills  to  the  owner  and  the  man  for  whom  the  house  is  being 
built,  but  the  price  relates  as  between  the  steel  mills  and  the  con- 
tractor? 

Mr.  Schneider.  I  do  not  understand  your  question.  Judge. 

Mr.  Johnson.  Read  the  question. 

The  question  was  read  by  the  stenographer. 

Mr.  Schneider.  Yes,  sir. 
71391— No.  16—13 3 


1288  IXVESTIGATTOX    OF    INSURANCE    CCIMPAXIES. 

Ml-.  Johnson.  That  is  right  ?  So  that  if  there  is  a  rise  or  fall 
iij  price  at  the  steel  mills,  the  man  for  whom  the  building  is  being 
erected  must  pay  a  price  fixed  to  him  by  the  contractor  ? 

Mr.  SrHNEiDEK.  Necessarily  so.  The  contractor  who  is  building  a 
building  has  contracted  with  the  iron  contractor ;  the  iron  contractor 
is  a  subcontractor  under  the  building  contractoi-.  In  some  instances 
he  deals  directly  with  the  owner. 

Mr.  Johnson.  So  that  if  this  chart  from  the  Iron  Age  which  has 
just  been  shown  to  you  should  show  either  a  decline  or  an  increase 
in  the  price  of  steel  at  the  mills,  the  effect  on  it  to  the  owner  of 
the  building  would  be  that  if  it  advanced — if  the  price  of  steel 
advanced — you  would  pay  more,  but  the  price  of  steel  fell;  then  he 
would  pay  at  least  the  price  at  which  the  contractor  originally  con- 
tracted with  the  steel  mills? 

Mr.  Schneider.  Not  if  the  contract  had  already  been  made  with 
the  owner. 

Mr.  Johnson.  Yes.  I  know. 

Mr.  Schneid?:e.  The  contract  being  already  made,  he  has  got  to 
hold  the  price,  whether  it  goes  up  or  down;  the  contractor  has  to 
stand  by  his  contract. 

Mr.  Johnson.  With  the  steel  mill,  and  stand  with  the  other  people 
too? 

Mr.  Schneider.  And  stand  with  the  other  people  too. 

Mr.  Johnson.  But  when  the  contractor  comes  to  bid  with  a  man 
who  is  about  to  erect  a  building  he  bids  on  the  price  of  steel  as  be- 
tween himself  and  the  mill  ? 

Mr.  Schneider.  At  the  time  he  is  making  his  figures. 

Mr.  Johnson.  Yes.  whether  that  price  be  above  or  below  the  price 
at  which  the  contractor  originally  contracted  for  that  steel;  that 
hasn't  anything  to  do  with  it  at  all  ? 

Mr.  Schneider.  Yes,  sir;  between  the  steel  contractor  and  the  mill. 

Mr.  Johnson.  It  has  nothing  to  do  with  the  owner? 

Mr.  Schneider.  Xo,  sir. 

Mr.  Johnson.  If  you  have  an  annual  contract  with  the  steel  mills 
at  $35  a  ton,  and  a  man  comes  to  you  and  wants  you  to  erect  a 
building  in  which  steel  enters  largely  into  its  construction,  then  do 
you  mean  to  say  that  the  owner  or  man  who  is  having  this  house 
built  has  no  interest  in  the  price  of  steel  ? 

Mr.  Schnedjer.  Only  m  the  price  of  steel  that  his  contract  calls 
for,  which  he  makes.  It  does  not  make  any  difference  what  price  we 
have  to  pay  for  it.  If  we  have  contracted  to  furnish  him  that  steel 
at  $35  a  ton,  and  it  goes  up  to  $40  or  $50,  we  have  got  to  bear  it. 

Mr.  Johnson.  You  are  talking  about  after  the  contract  is  made 
with  the  owner  of  the  building,  and  I  am  talking  about  before  that 
contract  is  made. 

Mr.  Schneider.  We  are  not  bound  up  to  any  price  before  the  con- 
tract IS  made,  because  we  have  not  made  a  figure;  we  have  not  got 
the  contract. 

Mr.  Johnson.  But  in  submitting  your  bid  for  the  building,  if  the 
price  of  steel  has  gone  up  from  your  contract  with  the  mills,  vou 
charge  the  owner  of  the  building  an  advanced  price  ? 

Mr.  Schneider.  Undoubtedly. 

Mr.  Johnson.  And  if  the  price  of  steel  has  gone  down,  you  charge 
the  price  at  which  you  have  to  purchase  ? 
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Mr.  Schneider.  At  the  price  that  the  mill  quotes  it  at  that  time. 
That  is  our  charge.     We  have  to  take  that  chance. 

Mr.  Johnson.  You  give  him  the  benefit  of  the  rise  or  fall,  do  you*^ 

Mr.  ScHNEiDEB.  Yes,  sii'. 

Mr.  Ebdfield.  Are  not  these  contracts  with  steel  mill.'^  commonly 
made  at  maximum  price? 

Mr.  Schneider.  They  are  made  at  so  much  a  ton. 

Mr.  Redfield.  Maximum  price. 

Mr.  Schneider.  Yes. 

Mr.  Eedeield.  If  the  price  were  to  fall  very  seriously  at  the  mil], 
you  get  the  benefit  of  it? 

Mr.  Schneider.  Before  they  reduce  they  ship  it  in  to  us  right 
quick,  so  that  we  would  have  to  take  it. 

Mr.  Redfield.  As  a  matter  of  fact 

Mr.  Johnson.  The  price  of  steel  goes  up  or  down  just  as  the  steel 
manufacturers  choose  to  put  it  up  or  down  ? 

Mr.  Schneider.  Well,  if  it  is  according  to  the  demand,  the  Steel 
Trust,  they  really  have  kept  the  price  of  steel  down. 

Mr.  Redfeeld.  As  a  matter  of  fact,  the  prices  have  been  lower 
since  the  United  States  Steel  Corporation  was  formed  than  before, 
have  they  not,  Mr.  Schneider? 

Mr.  Schneider.  Yes,  sir. 

Mr.  Redfield.  As  a  matter  of  fact,  since  that  question  has  been 
raised,  are  you  obliged  to  buy  from  the  United  States  Steel  Corpo- 
ration ? 

Mr.  Schneider.  Oh,  no;  I  buy  very  little  from  the  corporation. 

Mr.  Redfield.  That  will  be  all,  Mr.  Schneider. 

TESTIMONY  OF  MR.  JOHN  H.  PARKER. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Douglas.  Mr.  Parker,  you  live  in  Xew  York  City,  I  believe? 

Mr.  Parker.  Yes,  sir. 

Mr.  Douglas.  Are  you  a  builder? 

Mr.  Parker.  Yes,  sir. 

Mr.  Douglas.  How  long  have  you  been  in  the  building  business? 

Mr.  Parker.  Over  30  years. 

Mr.  Douglas.  Thirty  years? 

Mr.  Parker.  Yes,  sir. 

Mr.  Douglas.  Have  you  had  much  experience  in  building  office 
buildings  ? 

Mr.  Parker.  Quite  some;  yes. 

Mr.  Douglas.  What  is  the  name  of  your  firm  ? 

Mr.  Parker.  John  H.  Parker  Co. 

Mr.  Douglas.  Are  you  familiar  with  the  standard  or  type  of  build- 
ing known  as  the  Southern  Building  here  in  Washington? 

Mr.  Parker.  Yes,  sir. 

Mr.  Douglas.  Have  you  examined  it? 

Mr.  Parker.  I  have. 

Mr.  Douglas.  Have  you  examined  the  specifications  of  the 
building  ? 

Mr.  Parker.  No.    I  have  examined  the  plans. 

Mr.  Douglas.  The  plans? 
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Mr.  Parker.  And  the  building. 

Mr.  DorriLAS.  And  the  building  itself? 

Mr.  Parker.  As  erected. 

Mr.  Douglas.  Have  you  examined  the  building  carefully  ? 

Mr.  Paricer.  I  think  I  went  to  the  subcellar  and  penthouse,  all 
through. 

Mr.  Dorcuvs.  In  it  a  good  building  of  its  type,  i^tandard  ? 

Mr.  Parker.  It  is. 

Mr.  Douglas.  Have  you  made  an  estimate  as  to  what  it  cost  to 
build  that  building  as  of  this  day  or  two  or  three  months  ago;  what 
it  would  cost  to  reproduce  this  building,  the  Southern  Building,  as  it 
stands  now  ? 

Mr.  Parker.  Yes.  In  comparing,  first  of  all,  with  the  prices  of 
New  York.  This  is  the  basis  of  our  Xew  York  work.  Most  of  my 
work  is  done  there.  It  would  cost  about  $1,060,000,  and  the  labor,  I 
understand;  is  somewhat  less  here.  I  am  not  just  familiar  with  the 
prices  here.  I  would  estimate  that  it  would  cost  about  2  cents  a 
cubic  foot  less. 

Mr..Douoi-As.  Two  cents  a  cubic  foot  less  in  Washington? 

Mr.  Parker.  Yes. 

Mr.  Doior-As.  When  yo\i  say  $1,060,000,  is  that  your  estimated  cost 
here  or  in  New  York? 

Mr.  Parker.  That  is  in  Xew  York. 

Mr.  Douglas.  In  New  York? 

Mr.  Parker.  That  would  make  it  about  fifty-odd  thousand  less 
here.  I  am  comparing  these  values  with  the  buildings  that  we  built 
and  the  buildings  that  we  are  building  every  day  in  our  estimating 
book,  and  how  we  arrive  at  that  is  this  way:  Say,  for  instance,  the 
building  figures  up  at  $500,000,  we  take  the  cubical  contents  and 
divide  it,  and  that  is  how  we  get  the  price  per  cubic  foot,  and  we  do 
that  on  most  every  class  of  building  that  we  erect  or  we  estimate  on. 
Of  course  the  prices  fluctuate  some. 

Mr.  Douglas.  You  cube  the  building? 

Mr.  Parker.  Cube  the  building  after  we  have  figured  up. 

Mr.  Dougi.as.  You  say  $1,060,000  the  New  York  price,  about 
$60,000  off,  or  a  difference  of  2  cents  a  cubic  foot? 

Mr.  Parker.  Yes,  figuring  it  about  40  cents  in  New  York  and  38 
cents  down  here. 

Mr.  Douglas.  Thirty-eight  cents  here  ? 

Mr.  Parker.  I  just  put  a  fignire  in  for  a  large  building  here  in  the 
South,  a  building  of  this  type,  and  without  any  architect's  fees  or 
anything,  just  for  the  contract,  it  figures  up  38  cents  a  cubic  foot. 

Mr.  Douglass:  Where  is  that  building  you  are  erecting? 

Mr.  Parker.  In  Lynchburg. 

Mr.  Douglas.  The  same  style  of  building,  would  you  say,  the  same 
type  of  building? 

Mr.  Parker.  Yes ;  office  building  of  this  type. 

Mr.  Douglas.  And  it  figured  up  how  much?     Thirty-eight  cents? 

Mr.  Parker.  Thirt^'-eight  cents. 

Mr.  Douglas.  Do  you  think  that  38  cents  is  a  safe  figure  for  the 
committee  to  take  in  determining  what  would  be  the  cost  of  the  re- 
production of  tiiat  building  at  this  time  ? 

Mr.  Parker.  Yes,  I  do. 
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Mr.  Douglas.  And  that  is  exclusive  of  architect's  fees? 

Mr.  PAEiiEE.  Exclusive  of  architect's  fees.  I  have  not  had  any 
experience — we  take  the  plans  and  specifications  as  they  are  given 
to  us,  and  we  figure  up  our  quantities.  Of  course  we  take  in  general 
contractors,  we  take  in  the  iron  and  terra  cotta  and  all  those  differ- 
ent subs  and  mason  work  and  carpenter  work;  of  course  a  good  many 
of  those  buildings  in  New  York  cost  a  good  deal  more. 

Mr.  Douglas.  Yes,  of  course. 

Now,  let  us  get  at  it  this  way.  Your  estimate  of  38  cents  includes 
the  actual  cost  of  construction,  plus  the  contractor's  profit  ? 

Mr.  Parker.  Yes. 

Mr.  Douglas.  No  more? 

Mr.  Parker.  No  more. 

Mr.  Douglas.  It  does  not  include  the  architect's  fees  ? 

Mr.  Parker.  No. 

Mr.  DouGi-AS.  Nor  the  carrying  charges  and  expenses? 

Mr.  Parker.  It  is  somewhat  hard  to  e.stimate  that,  you  know. 
Some  of  them  do  it  for  2  per  cent,  some  do  it  for  3  per  cent,  some 
do  it  for  4,  and  some  do  it  for  5,  and  so  it  is  pretty  hard  to  say  just 
what  the  architect's  fees  are. 

Mr.  Douglas.  So  your  figures  do  not  include  then  the  architect's 
fees? 

Mr.  Parker.  No;  they  do  not. 

Mr.  Douglas.  Or  the  carrying  charges? 

Mr.  Parker.  No  ;  we  have  nothing  to  do  with  that  unless  we  have 
the  building  built  for  ourselves,  you  see,  but  we  are  contractors. 

Mr.  Douglas.  And  that  is  your  estimate  of  the  building  as  it 
stands  at  Fifteenth  and  H  now? 

Mr.  Parker.  Yes. 

Mr.  Douglas.  I  mean  the  building  in  its  present  condition. 

Mr.  Parker.  In  its  present  condition. 

Mr.  Douglas.  And,  of  course,  that  calculation  is  based  upon  the 
use  of  the  same  terra  cotta  finish  that  is  used  there  now. 

Mr.  Parker.  Yes;  the  glazed  terra  cotta. 

Mr.  Douglas.  Glazed  terra  cotta.  Would  it  cost  more  to  erect 
that  building  now,  or  within  the  last  two  or  three  months,  than  it 
would  have  cost  two  years  ago,  say  ? 

Mr.  Parker.  Oh,  yes;  considerably. 

Mr.  Douglas.  Considerably  more  ? 

Mr.  Parker.  Yes.  The  lumber  has  advanced,  and  also  the  steel. 
We  do  not  know  just  what  we  have  got  to  pay  for  it  to-day.  It  is 
what  it  has  been  testified  to ;  it  is  just  what  you  can  get  it  for.  Last 
spring  we  were  getting  it  at  a  very  reasonable  amount,  $48  to  $50, 
and  now  they  are  charging  us — we  have  got  some  tonnage ;  after  we 
got  the  estimate  we  found  out  they  were  charging  us  all  the  wav 
from  $80  to  $90. 

Mr.  Douglas.  As  against  $48  or  $50  this  time  last  year  ? 

Mr.  Parker.  Yes.  Or  even  last  spring  at  this  time,  the  mills  were 
running  even  the  contractors  to  death  to  get  the  orders.  To-day  the 
contractors  can  not  get  any  promise,  or  any  definite  information  as 
to  what  they  can  get  from  the  mills.  They  put  their  order  in  there, 
and  we  are  held  up  three  and  four  months  on  some  of  our  contracts 
now.    The  iron  contractor  tells  us  he  is  paying  $20,000  more. 
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Mr.  Douglas.  They  hold  you  up  as  to  the  price,  and  hold  you  up 
as  to  the  delivery  both? 

Mr.  Parker.  Yes;  you  do  not  know  when  you  are  going  to  get  it. 
Of  course,  I  do  not  think  that  the  iron  contractors — we  do  not  buy 
direct  from  the  mills — sometimes  we  do,  when  we  have  done  some 
work  at  West  Point  and  something  like  that,  and  if  they  ship  it  in 
there  to  us,  but  very  seldom,  we  deal  direct  ^^'ith  the  mills,  but  the 
iron  contractors — and  the}'  tell  me  that  they  can  make  no  agreement 
for  a  definite  time  for  delivery. 

Mr.  Douglas.  In  that  $85  or  $90  ycm  leave  out  any  premium  on 
quick  delivery,  but  this  price  you  have  to  pay  for  it  without  regard 
to  time  of  delivery  ? 

Mr.  Parker.  That  is  what  the  iron  contractors  inform  us  that  they 
have  to  do,  and  on  the  Hospital  Building  over  at  Brooklyn  we  were 
held  up  there,  and  I  told  the  contractor  that  we  would  give  him  $10 
a  ton  if  we  would  go  out  and  if  he  could  hurry  them  up  on  the  iron, 
and  we  advanced  him  that,  and  he  promised  to  get  it;  but  at  the 
.same  time  it  is  nothing  but  straight  beams  and  straight  work,  and 
then  we  waited  two  months  after  that.  That  came  from  the  Easton 
Steel  Co. 

Mr.  Doi  (iLAs.  You  may  cro-is-examine  the  witness. 

Mr.  KEDriELD.  So  that,  as  a  matter  of  fact,  Mr.  Parker,  is  it  not 
manifest  to  everybody  in  the  steel  industry  that  the  prices  of  steel 
to-day  MIC  on  a  \ery  inflated  basis? 

Mr.  Parker.  You  are  right. 

Mr.  Redfield.  And,  as  a  matter  of  fact,  the  steel  users  are  bid- 
ding against  each  other  to  get  it  ?     Is  that  not  so? 

Mr.  Parker.  Yes.  It  depends  a  good  deal  on  the  condition  of  the 
Contractor.  If  the  contractor  is  loaded  up  with  a  lot  of  work,  why, 
he  makes  his  price. 

Mr.  REmaELD.  And  conditions  in  the  whole  steel  industry  in  all  its 
parts  are  entirely  abnormal?     Is  that  not  so? 

Mr.  Parker.  Yes,  sir;  you  are  right. 

Mr.  Redfield.  And  have  never  been  as  abnormal  as  they  are  just 
at  present? 

Mr.  Parker.  I  do  not  think  so.     They  were  not,  to  my  experience. 

Mr.  Redfield.  So  that  you  can  not  reason  from  the  figures  to-day, 
either  past  or  forward,  can  you  ? 

Mr.  Parker.  You  do  not  know  where  you  are,  Mr.  Redfield. 

Mr.  Redfield.  That  is  all. 

TESTIMONY  OF  MR.  WILLIAM  FRANK  THYSON. 

The  witness  was  duly  sworn  by  the  chairman. 

^Ir.  Douglas.  Mr.  Thyson.  I  want  you  to  take  up  the  question  of 
the  cost  of  this  building,  and  I  will  interrogate  you  on  the  subject 
of  rents.    I  believe  you  are  the  manager  of  the  Southern  Building? 

Mr.  Thyson.  Yes,  sir. 
-  Jlr.  Dou(;las.  You  have  been  since  its  completion,  and  you  were 
during  the  period  of  its  construction,  were  you  not  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  DoTCiLAS.  For  purposes  of  convenience  I  show  you  a  letter 
M-hich  you  sent  to  Mr.  Tuttle,  as  president  of  the  Commercial  Fire 
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Insurance  Co.    I  Avant  you  to  read  that  into  the  record,  so  that  you 
can  make  it  the  basis  of  your  testimony. 
Mr.  Thyson  (reading)  : 

Washington,  D.  C,  JaiiKuiii  It,  1913. 

Mr.    ROBEFT    R.    TtTTLE, 

President  Vniiiiiiercial  Fire  Insurance  Co., 

.S.ij  Southern  BuiUHnff,  Cily. 
Dear  Me.  Tuttle  :  I  am  inclosing  you  herewith  a  schedule  showing  the  cost 
of  the  Southern  Building  as  taken  from  our  books;  this  is  in  accordance  with 
your  request  of  even  date.  You  will  notice  that  the  total  cost  is  .$008,114.48, 
and  I  might  say  in  passing  that  after  a  thorough  investigation  I  have  found 
that  building  materials  have  advanced  10  per  cent  since  the  letting  of  the  con- 
tracts for  the  building.    A  summary  of  the  cost  is  as  follows : 

Building  account $G75,  777.  31 

Building  extras 55,  768.  24 

-'^.dditional  cost : 

J.  C.  Marsh $1,463.31 

Improvements  made  by   United   States   Trust   Co., 

to  be  eventually  paid  for  by  the  company 76,  656.  55 

Taxes  during  construction 10,464.65 

Interest  on  first-mortgage  bonds 25,  53S.  03 

Interest  on  second-mortgage  bonds 31,  875.  00 

Cost  of  stokers 2,  000.  00 

Builders'  risk  insurance.^ 818.  00 

Burnhani  &  Co..  bonds  given  for  architect  fees 6,  000.  00 

General  expenses  prior  to  operation  of  building 21,  753.  39 

176,568.93 

Total 908, 114.  48 

Yours,  very  truly, 

Wm.  Prank  Tiiyson. 

Mr.  DoiGLAS.  Let  me  have  that  letter  so  that  I  can  interrogate  you 
with  reference  to  it. 

Mr.  Thyson  handed  the  letter  to  Mr.  Douglas. 

Mr.  Douglas.  The  Thompson- Starrett  Co.,  I  believe,  according  to 
their  statement  in  their  mechanics'  suit,  were  paid  $681,000. 

Mr.  Thysox.  Yes,  sir. 

Mr.  Douglas.  So  that  the  building  account  is  $675,777.31  and  build- 
ing extras  $5.5,768.24.  I  suppose  from  that  last  item  the  building 
extras  were  not  included  in  the  Thompson-Starrett  contract? 

Mr.  Thyson.  Xo,  sir. 

Mr.  Douglas.  Just  tell  us  in  a  general  way  how  these  items  are 
made  up ;  I  mean  what  class  of  work  they  include. 

Mr.  Thyson.  The  extras  ? 

Mr.  Douglas.  Yes. 

Mr.  Thyson.  They  include  stokers  that  I  have  noted  there,  extra 
partitions  for  suites,  extra  flooring,  extra  plumbing,  and  extra  trim. 

Mr.  Douglas.  And  includes  the  item  covering  the  cost  of  the  im- 
provements made  by  the  United  States  Trust  Co.  for  the  additions 
to  the  building  made  by  them  ? 

Mr.  Thyson.  What  item  are  you  referring  to — the  fifty  odd  thou- 
sand dollars  ?     That  is  separate  from  the  trust  company. 

Mr.  Douglas.  I  refer  to  the  item  of  $76,000.  That  was  covered  by 
the  trust  company. 

Mr.  Thyson.  ~5^es ;  that  is  a  special  item. 

Mr.  Douglas.  It  went  to  the  cost  of  the  building  itself  ? 
"Mr.  Thyson.  Yes,  sir. 
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Mr.  Douglas.  As  an  addition  to  the  building  ? 

Mr.  Thi'son.  Yes,  sir. 

Mr.  Douglas.  Do  you  remember  what  the  Southern  Building  paid 
for  steel? 

Mr.  Thyson.  As  near  as  I  can  recollect,  about  $43.50. 

Mr.  Douglas.  That  was  delivered,  but  not  erected. 

Mr.  Thyson.  Xot  erected ;  and  I  paid  about  $10  a  ton  for  the  erec- 
tion, making  about  $54  a  ton. 

Mr.  Doi'GLAs.  As  a  matter  of  fact,  were  there  not  quite  a  number 
of  subcontractors  under  Thompson-Starrett  Co.  who  did  the  various 
parts  of  the  work? 

Mr.  Thyson.  They  were  all  subcontractors,  with  the  exception  of 
the  carpenter  work. 
.  Mr.  Douglas.  With  the  exception  of  what  ? 

Mr.  Thyson.  Of  the  carpenter  work. 

Mr.  Douglas.  Give  us  an  illustration  of  a  part  of  the  work  that 
would  be  sublet,  for  instance. 

Mr.  Thyson.  The  marble  was  sublet;  the  purchase  of  it  and 
setting  of  it. 

]\Ir.  Douglas.  And  the  terra  cotta  was  sublet  ? 

Mr.  Thyson.  The  terra  cotta  was  sublet. 

Mr.  Douglas.  And  the  setting  of  it? 

Mr.  Thyson.  And  the  setting  of  it. 

Mr.  Douglas.  The  brickwork  was  sublet? 

Mr.  Thyson.  The  brickwork  was  sublet,  and  the  laying  of  the 
brick. 

Mr.  DotcLAs.  And  so  on  throughout  the  building? 

Mr.  Thyson.  Yes;  the  plumbing,  for  instance,  and  the  trim. 

Mr.  Douglas.  To  separate  contracts? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  I  will  ask  you  if  it  is  not  true,  Mr.  Thyson,  that 
Mr.  Horowitz,  of  the  Thompson-Starrett  Co.,  told  you  that  he 
thought  there  was  a  loss  somewhere  of  $100,000  on  the  building? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  He  could  not  tell  whether  it  wa.s  with  the  subcon- 
tractors or  how. 

Mr.  Thyson.  But  that  it  Avas  lost.     He  admitted  that  it  was  lost. 

Mr.  Douglas.  Mr.  Thyson,  I  now  hand  you  a  statement  addressed 
to  you  in  the  shape  of  a  letter  from  Mr.  Baden,  secretary  of  tjie 
United  States  Trust  Co..  dated  January  15,  1913.  I  see  that  this 
statement  refers  to  the  amount  expended  by  the  United  States  Trust 
Co.  on  the  Southern  Building;  that  it  amounts  to  $72,408.45,  as 
against  $76,000,  the  figures  we  have  been  using  heretofore.  Did  Mr. 
Baden  state  to  you  how  he  accounted  for  the  absence  of  between 
three  and  four  thousand  dollars  there? 

Mr.  Thyson.  Yes.  sir.  When  I  made  up  the  statement  I  went  to 
Mr.  Baden  and  he  gave  me  those  figures.  I  asked  him  to  give  me 
an  itemized  statement  later.  This  morning  he  handed  this  to  me, 
and  I  asked  him  the  reason  for  the  difference  and  he  said  he  had 
charged  in  that  $76,000  the  item  of  furniture  and  rugs  and  a  few 
things  that  did  not  go  into  the  cost  of  the  building. 

Mr.  Douglas.  In  other  words,  you  found  upon  further  examina- 
tion that  the  rugs  and  furniture  had  been  included,  and  he  has  taken 
that  out  of  that  statement. 
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Mr.  Thyson.  Yes,  sir ;  and  this  is  the  letter. 

Mr.  Douglas.  Your  letter  to  Mr.  Tuttle  giving  the  total  of  the  cost 
at  $980,000  should  be  reduced  by  the  difference  between  $7G,000  and 
$72,000? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  Between  three  and  four  thousand  dollars? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  Now,  I  offer  this  in  evidence.  This  is  what  Mr. 
Jordan  was  requested  by  the  committee  to  furnish. 

Mr.  Johnson.  Mr.  Jordan? 

Mr.  Douglas.  Mr.  Jordan,  president  of  the  United  States  Trust 
Co.,  was  requested  to  furnish  an  itemized  statement  of  how  he 
arrived  at  the  sum  total  of  the  expenditures  of  the  United  States 
Trust  Co.  on  this  building. 

Mr.  Johnson.  Is  that  his  statement  ? 

Mr.  Douglas.  This  is  a  statement  from  the  secretary  of  the  United 
States  Trust  Co.,  who  is  in  charge  of  the  matter,  and  I  introduce  in 
evidence  the  letter  which  I  will  now  ask  Mr.  Thyson  to  read. 

Mr.  Thyson  (reading)  : 

Washington,  D.  C,  Jannnry  ]5.  J9}.3. 

Wm.  Frank  Thyson,  Esq., 

Manager  Southern  Builddng,  Washington,  D.  C. 
,     Deab  Sib  :  In  accordance  with  your  request,  we  submit  herewitli  a  statement 
of  expenditures  made  by  tbis  company  for  fitting  up  the  baulcing  rooms  now 
occupied  by  it  in  the  Southern  Building,  as  follows  : 

B.  Stanley   Simmons,   architect $6,  794. 13 

Derby  Desk  Co.,  contractors  for  interior  fixtures 36,  787.  63 

Murray  Brothers  Co.,  plastering 4, 290.  90 

American  Art  Marble  Co 2,880.00 

A.  L.  Smith  &  Bro.,  vault  work 1, 020.  00 

Remington  &  Sherman  Co.,  vault  work 3,  860.  00 

L.  H.  Miller  Safe  &  Iron  Works,  vault  work 400.00 

C.  C.  Calhoun,  safe-deposit   boxes 1,150.00 

L.  H.  Miller  Safe  &  Iron  Works,  safe-deposit  boxes 2.305.00 

C.  A.  Campbell,  basement  work! -    1.  620.  00 

L.  G.  De  Martelly,  decorations  and  painting 1,  205.  ."iO 

Columbus  Iron   Works,   ironwork , 3,  976.  50 

G.  W.  Porsberg,  sidewalk  lift 1_  175.00 

?:.  F.  Brooks  &  Co.,  lighting  fixtures 1,  851.  40 

W.  C.  Cornell  &  Co.,  plumbing 2,086.60 

Kluchuhn  &  Bro.,  electric  wiring 516.  03 

Crook-Krles  &   Co.,   heating 1, 195.  61 

Miscellaneous . 254. 15 

Total 72.  408.  45 

The  improvements  represented  by  the  above  expenditures  are  permanent  fix- 
tures which  have  become  part  of  the  building.  The  vouchers  representing  said 
payments  are  in  our  possession,  and  open  for  inspection  whenever  you  may  so 
desire. 

Very  truly,  yours,  J.  H.  Baden,  Secretary. 

Mr.  Douglas.  Now,  Mr.  Thyson,  I  will  ask  you  to  read  into  the 
record  a  letter  from  yourself,  as  manager,  to  Mr.  Tuttle,  president 
of  the  Commercial  Fire  Insurance  Co.,  under  date  of  January  11, 
1913,  with  reference  to  the  earning  capacity  of  the  building.  First 
read  it,  and  then  hand  it  to  the  stenographer,  to  be  put  into  the  rec- 
ord, so  that  you  may  be  cross-examined  on  it. 
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Mr.  Thtson  (reading)  : 

Washington.  D.  C,  Juniiury  11,  I&IS. 
Mr.  Robert  R.  Tuttle. 

President  Coinmercial  Fire  Iiisiirfniec  Co.. 

SS.'>  Southern  Building,  City. 
Dear  Mr.  Tittle :  Complying  with  your  request  of  even  date  I  take  pleasure 
in  submitting  you  the  rental  and  cost  of  operation  of  the  Southern  Building. 
We  have  rented  space  to  date  amounting  to  $131,113.33,  and  uurented  space 
amounting  to  .^1(3.000.  making  the  total  annual  rental  of  the  building  .$147,113.33. 
The  running  expenses  of  the  building  from  June.  1912,  to  December.  1912, 
being  a  period  of  seven  months,  are  as  follows : 

June $1,  976. 80 

Jnlv 2, 381. 79 

August 1,  841.  06 

September 1,708.06 

iKtober 1,985.12 

November 2, 145.  55 

December 2.  446. 10 

Making  a  total  of  $14,543.5^.  or  an  average  of  .$2.(I7C>.:!7  i«?r  month.  The  last- 
mentioned  item,  as  you  will  note,  is  higher  than  any  previous  month,  but  is  due 
to  the  fact  that  we  are  putting  on  extra  help  in  connection  with  certain  addi- 
tions to  the  building. 

A'ery  truly,  yours,  Wm.  Frank  Thyson,  Manager. 

Mr.  Douglas.  Does  tlie  item  of  $2,076,  which  yon  have  designated 
as  the  average  cost  of  operation  per  month  since  June,  1912,  to  and 
iiichiding  December,  li)12,  include  your  salarj'  and  everything  con- 
nected with  the  operation  of  the  building? 

^Ir.  Thyso>:.  That  includes  my  salary,  office  salaries,  wages  of  the 
cliarwomen.  and  elevator  boys  and  firemen.  In  fact,  all  help,  as  well 
as  power,  coal,  janitor's  supplies,  oils  and  grease  for  the  elevators,  and 
miscellaneous  supplies  for  the  upkeejj  of  the  building. 

Mr.  Douglas.  It  includes  the  upkeep  of  the  building,  does  it? 

Mr.  Thysox.  Yes,  sir. 

Mr.  Douglas.  Can  you  keep  your  building  in  good  condition  under 
such  an  allowance  as  is  shown? 

Mr.  Thyson.  Yes.  sir;  I  think  so. 

Mr.  DoxTGLAS.  In  order  to  ascertain  the  net  income  of  the  building, 
then,  you  should  take  the  cost  of  operation ;  that  is  the  only  basis, 
or  an  average  of  $2,076  per  month,  and  there  should  be  added  to  that 
the  taxes. 

Mr.  Thyson.  The  taxes;  yes,  sir. 

Mr.  Douglas.  AVe  have  already  had  testimony  Avith  reference  to 
the  taxes.  Then,  I  suppose  this  item  of  $2,076  does  not  include  in- 
surance f 

ilr.  Thyson.  Our  insurance  is  paid  in  advance. 

Mr.  Douglas.  That  does  not  make  any  difference. 

Mr.  Thyson.  That  does  not  go  through  the  monthly  accounts  at  all. 

Mr.  DoxGLAs.  HoAv  much  would  that  average  per  month,  Mr. 
Thyson  ? 

Mr.  Thyson.  Per  month  ? 

Mr.  Douglas.  Yes,  sir. 

Mr.  Thyson.  That  would  average,  I  think,  about  $50. 

Mr.  Douglas.  $50  a  month  ? 

Mr.  Thyson.  Yes,  sir.  I  do  not  remember  just  what  we  paid  now, 
said  I  could  not  tell.  It  is  for  a  period  of  three  years,  but  I  think 
it  would  be  less  than  that. 
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Mr.  Douglas.  Less  than  $50  per  month  ? 

Mr.  Thyson.  Yes. 

Mr.  Douglas.  Let  us  put  it  at  $50  per  month.  Then  you  show  an 
item  of  $2,076  per  month,  but  to  be  absolutely  safe  about  the  cost  of 
operation  let  us  put  it  at  $2,100  a  month. 

Mr.  Thtson.  Yes,  sir. 

yiv.  Douglas.  The  insurance  at"  $50  a  month  and  the  taxes ■ 

Mr.  Thyson.  Would  be  a  little  over  a  thousand  dollars  a  month. 

Mr.  Douglas.  AVe  will  say  $1,100  a  month  would  certainly  cover  the 
taxes. 

Mr.  Thyson.  I  should  think  so. 

Mr.  Douglas.  That  makes  $3,250.  Multiply  that  by  12,  Mr. 
Thyson,  will  you? 

Mr.  Thyson.  $39,000. 

Mr.  Douglas.  $39,000? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  Suppose  we  increase  that  for  odds  and  ends  to  a 
total  cost  of  operation  of  $40,000  per  annum  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  Is  that  perfectly  safe,  Mr.  Thyson  ? 

Mr.  Thyson.  I  should  think  so. 

Mr.  Douglas.  Very  well ;  that  will  include  everything,  the  cost  of 
operation,  salaries,  and  everything. 

Mr.  Thyson.  And  a  very  liberal  allowance  for  general  repairs, 

Mr.  Douglas.  The  general  upkeep? 

Mr.  Thyson.  Yes,  sir;  very  liberal. 

Mr.  Douglas.  Very  liberal  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  Assuming  that  the  total  earning  capacity  of  the 
l.)uilding  is  an  even  $147,000,  and  deducting  $40,000  from  that,  you 
have  a  total  of  $107,000,  have  you  not? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  Xow,  suppose  you  allow  $7,000  for  vacancies  and 
odds  and  ends  or  for  whollly  unexpected  matters.  Would  that  be  a 
liberal  allowance  for  that? 

Mr.  Thyson.  I  should  think  so. 

Mr.  Douglas.  Then,  you  would  say  the  net  earning  capacity  of  the 
building  can  be  conservatively  stated  to  be  $100,000  ? 

Mr.  Thyson.  I  would  say  so ;  yes,  sir. 

Mr.  Douglas.  That  is  all  I  have  to  ask  this  witness. 

Mr.  Prouty.  Have  you  a  contract  between  you  and  the  United 
states  Trust  Co.  ? 

Mr.  Douglas.  I  will  have  to  ask  your  pardon,  Mr.  Prouty,  for  not 
producing  that.  Please  have  it  here  immediately  after  lunch,  Mr. 
Thyson.     You  have  a  copy  of  it,  have  you  not,  Mr.  Thyson  ? 

Mr.  Thyson.  I  have  a  copy  of  it ;  yes,  sir. 

Mr.  Douglas.  Send  i.t  up  immediately  after  lunch. 

Mr.  Peouty.  You  include  the  taxes  during  construction  in  this  item  ? 
Does  that  include  the  taxes  upon  the  land  as  well  as  upon  the 
buildings  ? 

Mr.  Thyson.  Yes,  sir ;  that  includes  all  the  taxes  that  the  building 
corporation  pays  during  the  construction  and  the  ownership  of  the 
land. 
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Mr.  Prouty.  This  interest  charge  on  the  fii-st-mortgage  bond  of 
$25,000  covers  the  interest  charge  on  the  money  that  is  carrying  the 
land  as  well  as  the  construction  of  the  building? 

Mr.  Thtson.  That  was  the  interest  on  the  Equitable  loan  of 
$800,000. 

Mr.  Prouty.  That  money  was  used— $400,000  of  it--in  the  payment 
of  the  ground,  was  it  not? 

jNIr.  Thyson.  I  do  not  know.  I  became  connected  with  the  build- 
ing corporation  just  two  years  or  a  year  and  a  half  after  the  purchase 
of  the  land,  and  what'thev  did  "with  the  first  allotment  of  the 
$800,000  I  am  not  familiar  with. 

Mr.  Protjty.  Well,  whatever  we  paid  on  the  ground  came  out  of 
that  Equitable  loan,  did  it  not  ? 

ilr.  Thyson.  I  think  so,  sir. 

Mr.  Prouty.  I  notice  here  an  item  of  stokers,  $2,000. 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  "What  was  that  ? 

Mr.  Thyson.  When  the  boilers  were  installed  we  started  out  to 
use  hard  coal,  in  order  not  to  be  arrested  on  account  of  violation  of 
the  smoke  law,  and  we  suddenly  decided  to  put  in  stokers  to  permit 
the  use  of  soft  coal,  which  would  add  to  the  cost  of  the  building. 

Mr.  Prouty.  I  notice  one  other  item  here  of  bonds  given  for  archi- 
tects' fees,  $6,000. 

^Ir.  Thyson.  Yes.  sir. 

Mr.  Prouty.  Did  the  company  pay  Burnham  &  Go's  bond  to  youl 

Mr.  Thyson.  That  is,  bonds  in  part  payment  of  their  commission 
on  the  work.  We  paid  Burnham  &  Co.  part  cash  and  part  bonds  of 
the  company. 

Mr.  Prouty.  They  were  the  architects,  were  they  not? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  I  do  not  believe  I  have  that  question  clearly  in  my 
mind  yet.     Did  you  pay  Burnham  &  Co.  an  architect's  fee? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  I  have  not  been  able  to  catch  that  item  in  this. 

Mr.  Thyson.  I  can  explain  it  to  you  better  this  way:  We  paid 
Burnham  &  Co.  part  cash  and  part  bonds — second  mortgage  bonds — 
lor  their  services  in  connection  with  the  construction  and  erection 
of  the  building.  They  furnished  the  plans  and  specifications  and 
an  inspector,  and  that  was  their  fee,  amounting  to  $41,500.  Part 
of  that  was  paid  in  cash  and  part  in  second-mortgage  bonds  of  the 
Southern  Building  Corporation. 

Mr.  Prouty.  What  you  paid  them  in  bonds  would  be  a  fair  charge 
against  this  building,  would  it  not  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  The  same  as  if  they  were  paid  in  cash  ? 

Mr.  Thyson.  We  have  to  redeem  them  at  par. 

Mr.  Douglas.  May  I  ask  him  a  preliminary  question  there? 

Mr.  Prouty.  Yes. 

Mr.  Douglas.  Have  you  included  the  whole  of  the  architect's  fees, 
or  have  you  only  included  the  $30,000? 

Mr.  Thyson.  That  is  the  last  installment. 

Mr.  Douglas.  Do  you  not  include  all  the  architect's  fees? 

Mr.  Thyson.  I  can  explain  that  to  you. 
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Mr.  Douglas.  You  show  the  only  item  of  Bumham  &  Co.- 


Mr.  Thyson.  All  of  Bumham  &  Co.'s  fees  are  made  up  in  the 
$675,777.31. 

Mr.  Douglas.  Except  that  $6,000? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Johnson.  How  many  charwomen  have  you? 

Mr.  Thyson.  About  20. 

Mr.  Johnson.  What  do  you  pay  them  per  day? 

Mr.  Thyson.  We  pay  them  by  the  week,  $5  per  week.- 

Mr.  Prouty.  Do  your  books  show  what  you  paid  the  Thompson- 
Starrett  Co.  ? 

Mr.  Thyson.  Yes,  sir.  The  building  account  shows  Thompson- 
Starrett  Co.  $675,777.31. 

Mr.  Prouty.  That  does  not  seem  to  include  the  architect's  fees. 

Mr.  Thyson.  No;  that  does  not  include  the  architect's  fees.  The 
architect's  fees  are  included  in  the  $908,000  item. 

Mr.  Prouty.  Where  are  they? 

Mr.  Thyson.  If  you  will  allow  me  to  look  at  that  sheet  perhaps 
I  can  explain  it.  I  doubt  very  seriously  whether  that  item  did  in- 
clude it,  and  I  do  not  believe  that  the  $908,000  totaled  these  figures 
that  I  have  here. 

Mr.  Douglas.  I  think  you  left  it  out,  myself. 

Mr.  Thyson.  I  think  so,  too. 

Mr.  Douglas.  Mr.  Thyson,  will  you,  during  the  lunch  hour,  go 
to  your  books  and  ascertain  whether  or  not  the  cash  paid  to  the 
architect  would  exclude  the  $6,000  in  this  statement,  or  whether  the 
cash  paid  to  the  architect  is  included  in  any  of  these  items? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  And  report  it  to  the  committee  at  that  hour? 

Mr.  Prouty.  Now,  to  clear  this  up,  will  you  reanswer  my  question ; 
What  was  paid  to  the  Thompson-Starrett  Co.  ? 

Mr.  Thyson.  $41,500. 

Mr.  Prouty.  No;  you  have  not  answered  my  question  yet. 

Mr.  Douglas.  He  said  to  the  contractors. 

Mr.  Thyson.  Oh,  to  the  contractors.     Excuse  me.     $635,000. 

Mr.  Prouty.  $635,000? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  How  much  was  paid  to  the  architects,  Bumham  & 
Co.? 

Mr.  Thyson.  $41,500. 

Mr.  Prouty.  And  this  $6,000  paid  on  bonds  was  merely  cash  that 
you  paid  for  making  the  charge  to  his  account  from  Bumham  & 
Co.? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  I  notice  you  say  general  expenses  for  operating  build- 
ing, $21,000. 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  Have  you  an  itemized  statement  of  that? 

Mr.  Thyson.  No,  sir ;  I  have  not. 

Mr.  Prouty,  Can  you  state  in  a  general  way  what  you  mean  by 
"  general  expenses  ?  " 

Mr.  Thyson.  General  expenses  would  mean  the  salaries  of  the 
office,  office  rent — we  had  a  temporary  office  in  the  Colorado  Build- 
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ing — telephones,  advertising  the  building,  and  items  of  that  de- 
scription. 

Mr.  Peouty.  Have  you  an  itemized  statement  of  building  extras, 
including  your  item  of  $50,000 1 

Mr.  Thyson.  Yes,  sir ;  I  have. 

Mr.  Proutt.  Let  us  have  that  identified.     Pass  it  to  me. 

Mr.  Thyson  handed  the  statement  to  Mr.  Prouty. 

Mr.  Protjty.  I  notice  one  item  in  this  account  of  Thompson-Starrett 
Co.  of  $32,000. 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  Was  not  that  a  part  of  the  original  contract? 

Mr.  Thyson.  Xo,  sir;  that  was  extra. 

Mr.  Prouty.  I  notice  an  item  of  the  Equitable  Life  Insurance  Co. 
of  $1,933.65.     What  is  that? 

Mr.  Thyson.  What  was  the  amount  of  it.  Judge? 

Mr.  Prouty.  $1,933.65. 

Mr.  Thyson.  That  was  traveling  expenses  of  their  inspector. 

Mr.  Prouty.  That  is,  for  getting  tl\e  loan? 

Mr.  Thyson.  No,  sir;  they  sent  an  inspector  on  here  during  the 
construction  of  the  building  to  protect  their  interests. 

Mr.  Prouty.  That  is,  to  protect  their  loan? 

Mr.  Thyson.  Yes.  sir. 

Mr.  Prouty.  I  notice  here  an  item  "  collector  of  taxes,"  $512.27. 

Mr.  Thyson.  Is  there  a  date  shown  there? 

Mr.  Prox'ty.  No;  you  have  not  given  any  date. 

Mr.  Thyson.  That  might  have  been  for  that  permit.  I  am  not 
sure. 

Mr.  Carusi.  Merely  as  a  suggestion,  might  it  not  have  been  for 
Water  ? 

Mr.  Thyson.  It  might  have  been  for  water,  and  it  might  have  been 
for  the  permit. 

Mr.  Carusi.  The  books  will  show  ? 

Mr.  Thyson.  Our  books  will  show. 

Mr.  Prouty.  Your  books  will  show  what  these  three  items  are? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  I  notice  an  item  for  fireproofing,  $2,416.10. 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  What  would  that  be? 

Mr.  Thyson.  That  was  fireproofing  for  extra  partitions — Ham- 
niett  Fire  Proofing  Co. 

Mr.  Prouty.  I  notice  another  item  of  the  same  kind,  of  the  same 
parties,  for  $425. 

Mr.  Thyson.  That  was  additional  work. 

Mr.  Prouty.  I  notice  another  item,  collector  of  taxes,  $3,000. 

Mr.  Thyson.  We  put  in  a  deep-water  sewer  instead  of  an  ejector. 

Mr.  Douglas.  You  put  in  what  ? 

Mr.  Thyson.  A  deep-water  sewer,  a  refuse  sewer  as  well.  They 
had  to  come  up  from  the  Treasury  Department,  right  straight  up 
Fifteenth  Street,  to  make  our  connections,  rather  than  to  come  up 
a  high  grade  and  use  an  ejector  and  pump  the  sewage  into  the  sewer. 

Mr.  Prouty.  Is  that  the  $3,000  item? 

Mr.  Thyson.  That  is  the  $3,000  item;  yes,  sir. 

Mr.  Prouty.  I  notice  an  item  of  inspectors'  wages,  $1,521.65. 
What  is  that? 
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Mr.  Thyson.  That  is  a  part  of  the  Equitable  inspector's  fees. 
They  were  paid  in  installments,  and  that  is  why  you  see  two  or  three 
items. 

Mr.  Johnson.  Do  you  mean  city  inspectors? 

Mr.  Thyson.  No,  sir.  They  had  a  special  man  tome  on  from  the 
home  office.  That  is  their  usual  practice  in  regard  to  their  big 
loans. 

Mr.  Prouty.  Those  inspectors  were  to  inspect  the  property  and 
see  that  it  was  built  in  accordance  with  the  specifications  ? 

Mr.  Thyson.  Yes;  and  also  the  two  stories  from  which  we  got  a 
survey  from  the  district  there. 

Mr.'  Prouty.  And  allow  so  much  money  to  be  drawn  in  this 
month  ? 

Mr.  Thyson.  That  is  right. 

Mr.  Douglas.  That  was  not  a  part  of  the  plumbing;  that  was  a 
part  of  the  building  load  ? 

Mr.  Thyson.  That  is  part  of  the  building  load. 

Mr.  DouGi/AS.  They  had  a  man  there  to  see  that  the  building  was 
built  according  to  the  plans  and  specifications. 

Mr.  Thyson.  That  is  right.  We  paid  that  separate  from  the 
load. 

Mr.  Prouty.  As  I  understand,  you  gave  a  mortgage  for  $800,000? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  Which  was  to  draw  interest  at  the  rate  of  6  per  cent 
during  the  time  the  building  was  in  process  of  construction  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  And  5  per  cent  thereafter? 

Mr.  Thyson.  Thereafter. 

Mr.  Prouty.  Is  that  what  you  would  call  a  building  mortgage, 
was  it? 

Mr.  Douglas.  Xo. 

Mr.  Peouty.  It  is  simply  that  they  wanted  to  see  that  the  money 
that  they  were  advancing  was  put  into  the  building? 

Mr.  Thysqn.  Yes,  sir. 

Mr.  Prouty.  I  notice  an  item  with  W.  G.  Cbrnwell,  $1,687.63.^ 
^Vhat  was  that  item? 

Mr.  Thyson.  That  was  additional  plumbing. 

Mr.  Prouty.  I  noticed  an  item — Priest  &  Co.,  of  $495.55. 

Mr.  Thyson.  They  are  steam-heating  contractors.  That  was  for 
additional  steam  fitting,  radiators. 

Mr.  Prouty.  I  notice  an  item  here  of  W.  &  J.  Sloan  for  $41.48. 

Mr.  Thyson.  Yes,  sir.  That  covers  mats  for  in  front  of  the  ele- 
vators, in  the  corridors.  -They  were  specified  in  the  original  contract, 
but  we  cut  them  out  and  bought  them  ourselves. 

Mr.  Prouty.  They  are  just  mats  on  the  floor? 

Mr.  Thyson.  Yes,  sir ;  with  the  word  "  Southern  "  in  front.  That 
is  really  a  part  of  the  equipment  of  the  building. 

Mr.  Prouty.  I  noticed  a  little  item  here  of  the  Globe- Wernicke 
Co.,  $13.50. 

Mr.  Thyson.  I  think  that  is  in  comiection  with  some  of  the  work 
of  the  tfnited  States  Trust  Co.  The  Globe- Wernicke  Co.  furnished 
all  the  fixtures,  and  I  think  there  was  one  charge  that  we  assumed. 

Mr.  Prouty.  That  reminds  me.  I  noticed  in  your  reading  of  the 
United  States  Trust  Co.'s  statement  this  very  item  with  the  United 
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States  Trust,  under  the  item  of  fixtijres.  That  includes  the  desks 
and  railings  around  there  I 

]Mr.  Thysox.  Xo,  sir;  the  desks,  rugs,  and  wastebaskets  are  a 
separate  item  altogether. 

Mr.  Peoutt.  For  instance,  the  railings  around;  does  it  include 
those? 

Mr.  Thyson.  The  permanent  fixtures;  yes,  sir. 

Mr.  Peouty.  Under  the  lease  that  you  have  with  them,  would  they 
become  your  property? 

Mr.  Thysox.  I  think  so;  yes,  sir. 

Mr.  Peouty.  How  is  that? 

Mr.  Thyson.  I  say,  I  think  so,  sir. 

Mr.  Peouty.  I  think  that  is  all. 

^Ir.  Douglas.  Mr.  Thyson,  let  me  ask  you.  Do  you  hnow  how  many 
extra  tons  of  steel  were  put  into  the  building  to  prepare  it  for  the  11 
stories  i 

Mr.  Thysox.  I  do  not  know,  ^Iv.  Douglas,  as  to  the  extra  steel,  but 
I  can  tell  you  in  dollars  and  cents. 

Mr.  Douglas.  All  right. 

Mr.  Thyson.  Around  $20,000. 

Mr.  Douglas.  That  is  all. 

Mr.  Eedfield.  Mr.  Chairman,  it  is  now  3  minutes  of  1,  and  I 
want  to  examine  Mr.  Thyson  after  Inuch.  I  suppose  we  had  better 
recess  until  2.15. 

Mr.  Johnson.  I  am  quite  sure  that  Col.  Judson  indicated  that  he 
wanted  to  ask  i\Ir.  Thyson  some  questions,  and  he  also  wanted  to  ask, 
in  the  same  connection,  some  questions  of  the  custodian  of  the  Mu- 
nicipal Building.  So  I  think,  in  order  to  facilitate  matters,  we  had 
better  have  Col.  Judson  here,  and  also  have  the  custodian  of  the 
Municipal  Building  here. 

Commissioner  Rudolph.  The  custodian  has  been  reached  and  will 
be  here.  I  can  get  in  contact  with  Col.  Judson  between  now  and 
the  time  the  committee  reconvenes. 

Mr.  Eedfield.  I  would  like  to  ask,  Mr.  Chairman,  for  an  extract 
from  the  minutes  of  the  meeting  of  the  board  of  directors  of  the 
Southern  Building  corporation  at  which  the  conveyance  of  this 
building  to  the  insurance  companies  was  authorized,  an  extract  from 
the  minutes  of  the  meeting  of  the  board  of  directors  of  the  insurance 
companies  authorizing  the  purchase  of  this  building,  and  an  extract 
from  the  minutes  of  the  meeting  of  the  stockholders  of  the  Southern 
Building  corporation  authorizing  the  dissolution  of  that  corporation, 
the  extracts  merely  to  cover  all  that  took  place  with  respect  to  this 
item,  and  to  be  certified  by  the  secretaries  of  the  respective  corpora- 
tions, or  the  officer  charged  Avith  that  duty,  as  being  correct  and  taken 
from  the  minutes. 

Mr.  Douglas.  It  will  take  some  time  to  get  that. 

^Mr.  Redfield.  There  is  no  hurry. 

!Mr.  Douglas.  Except  that  one  of  the  insurance  companies'  min- 
utes  

Mr.  Eedfield.  You  may  take  the  books  with  you  or  send  for  them. 

]Mr.  Douglas.  If  you  will  give  me  a  memorandum  of  what  you 
want  as  to  the  Southern  Building  I  will  give  it  to  Mr.  Thyson  and 
he  can  have  the  extracts  made,  and  thereby  save  him  the  necessity  of 
bringing  the  books  here. 
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Mr.  Redfieiid.,  There  is  just  one  other  thing  that  I  wanted  to  ask 
for,  and  that  is  that  I  ask  you;  Mr.  Douglas,  to  furnish  to  the  com- 
mittee a  copy  of  the  circular  letter  sent  by  the  Commercial  Fire  In- 
surance Co.  to  the  stockholders  in  December,  stating,  in  substance, 
that  the  board  of  directors  met  on  the  second  Monday  of  December, 
at  which  time  the  regular  dividend  would  have  been  the  order  of 
business,  and  then  stating  that  the  difference  between  them  and  the 
other  insurance  interests  became  so  acute  that  all  the  parties  in- 
terested asked  for  an  investigation,  which  is  now  being  conducted, 
and  explaining  thereafter  the  postponement  of  the  dividends.  I 
would  like  a  copy  of  that  circular  furnished  for  the  record. 

Mr.  DouGiiAS.  Mr.  Carusi  will  furnish  that. 

Mr.  Johnson.  We  will  take  a  recess  until  2.15  o'clock  p.  m. 

Whereuponj  at  1.05  p.  m.,  a  recess  was  taken  until  2.15  o'clock 
p.  m. 

AFTER  BEOESS. 

The  subcommittee  met,  pursuant  to  the  taking  of  recess,  at  -2.15 
o'clock  p.  m. 

The  Chairman.  Do  you  want  the  same  witness  ? 
Mr.  Eedfield.  Yes,  Mr.  Thyson; 

STATEMENT  OP  MR.  WILLIAM  FRANK  THYSON— Continued. 

Mr.  Eedfield.  Mr.  Thyson,  in  the  account  that  you  have  given  of 
the  building  extras,  I  notice  an  item  of  $139.85  to  Dyer  Brothers  '^ 

Mr.  TsYSOiNi  Yes,  sir. 

Mr.  Redfield.  For  what  is  that? 

Mr.  Thyson.  That  is  probably  glass  or  something  in  the  way  of 
paint,  or  something  of  that  sort.  They  are  hardware  manufac- 
turers—hardware dealers. 

Mr.  Redfield.  What  is  the  item  of  $318.29  to  McNulty  Brothers? 

Mr.  Thyson.  That  is  plaster. 

Mr.  Redfield.  Now,  to  what  extent,  if  any,  are  these  replacing  of 
work? 

Mr.  Thyson.  Well,  I  have  not  included  in  there  the  replacing  of 
work.  Only  the  trim.  For  instance,  if  we  had  any  extra  trim  that 
Avas  replaced,  but  other  than  that  that  is  all  new  material,  but  no 
separate  cost  item  was  made  there  of  the  trim.    We  put  that  in. 

Mr.  Redfield.  What  is -the  amount  for  Hugh  Reilly,  $150? 

Mr.  Thyson.  That  is  evidently  glazing  or  hardware  of  some  de- 
scriptions, 

Mr.  Redfield.  The  Anderson  Sign  Co.,  $22.50.  In  what  respect  is 
their  bill  an  addition  to  the  value  of  the  building? 

Mr.  Thyson.  That  is  very  probably  the  lettering  of  the  doors,  or 
some  lettering  somewhere.    They  make  letters. 

Mr.  Redfield.  You  speak  of  the  lettering  of  the  doors.  Do  you 
mean  for  tenants  ? 

Mr.  Thyson.  Sometimes;  yes,  sir. 

Mr.  Redfield.  Well,  now,  if  that  tenant  went  out  and  another  man 
came  in  that  name  was  taken  off  and  another  one  put  on,  was  it  not  ? 

Mr.  Thyson.  Well,  I  will  explain  it  in  this  way.  In  the  first  in- 
stance we  perhaps  would  paint  the  sign  on  the  door.    For  the  second 
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tenant — we  have  had  very  few,  however — we  would  make  the  second 
tenant  pay  it  himself. 

Mr.  Redfield.  Is  that  an  invariable  condition? 

Mr.  Thtson.  Yes,  sir. 

Mr.  Redfield.  You  are  not  going  tc  depart  from  that? 

Mr.  Thtson.  Oh,  no. 

Mr.  Eedfield.  And  in  that  case  you  regard  the  painting  of  the 
tenant's  name  upon  the  door  as  an  actual  part  of  the  value  of  the 
building? 

Mr.  Thtson.  Yes,  sir;  then,  in  each  entrance  we  had  the  words 
"  Southern  Building  "  put  up  and  that  item  might  include  that. 

Mr.  Redfield.  Now,  the  Columbian  Iron  Works,  $439.  For  what 
was  that? 

Mr.  Thtson.  The  Columbian  Iron  Works  put  in  some  locks  that 
were  specified  by  the  city  and  they  did  some  work  in  connection  with 
the  doors — the  elevator  doors — putting  in  automatic  doors  that  are 
required  bj'  the  regulations  of  the  city. 

Mr.  Redfield.  What  is  the  item  of  the  Dean  Steam  Pump  Co.  for 
$12.32  ? 

Mr.  Thtson.  The  Dean  Steam  Pump  Co.?  I  just  can  not  remem- 
ber. 

Mr.  Redfield.  Are  there  Dean  pumps  in  that  building? 

Mr.  Thtson.  I  think  so.    I  can  not  recall  the  name. 

Mr.  Redfield.  The  item  of  Schaeffer  &  Budenberg,  $48  ? 

Mr.  Thtson.  Shaeffer  and  who? 

Mr.  Redfield.  Budenberg.  They  are  manufacturers  of  gauges  and 
steam-indicating  instruments. 

Mr.  Thtson.  Oh,  we  bought  two  gauges  for  the  elevators,  to  show 
the  number  of  trips  in  order  to  keep  track  of  the  current  consumption. 

Mr.  Redfield.  And  that  you  regard  as  an  addition  to  the  value  of 
the  building? 

Mr.  Thyson.  Yes,  sir;  that  is  part  of  the  elevator  equipment.  It 
should  have  been  in  when  the  elevators  were  installed. 

Mr.  Redfield.  What  does  "  Managers  account,  $62,"  mean  ? 

Mr.  Thtson.  I  do  not  know,  unless  it  was — I  can  not  recollect, 
Eeally. 

Mr.  Redfield.  What  is  the  item  of  $1,072.10  for  the  Potomac  Elec- 
ftric  Power  Co.  ? 

Mr.  Thtson.  That  was  power  during  the  construction  of  the 
building. 

Mr.  Redfield.  Power  used  for  what  purpose  ? 

Mr.  Thtson.  Well,  they  put  in  an  elevator  hoist,  and  then  they  put 
in  some  temporary  wiring  for  lighting  purposes  during  dark  days, 
for  which  we  paid. 

Mr.  Redfield.  Which  the 

Mr.  Thtson  (interposing) .  Which  the  contractors  used. 

Mr.  Redfield.  And  for  which  they  were  charged? 

Mr.  Thtson.  Well,  they  were  charged,  but  we  paid  the  bill  our- 
selves. 

Mr.  Redfield.  You  paid  the  bill? 

Mr.  Thtson.  Yes. 

Mr.  Redfield.  Did  you  explain  to  Judge  Prouty  what  the  item  of 
John  C.  Marsh,  $4,546.36  was? 

Mr.  Thtson.  James  C.  Marslu 
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Mr.  Redfield.  It  is  John  here. 

Mr.  Thyson.  It  should  be  Ja.mes  C.  He  was  a  contractor  that  I 
employed  to  help  execute  the  work  in  connection  with  additions  fo 
the  building  in  the  way  of  suites. 

Mr.  Redfieu).  Those  are  interior  partitions,  you  mean,  do  you  not  ? 
Mr.  Thyson.  Yes,  sir. 
Mr.  Redfield.  Making  suites  ? 
Mr.  Thyson.  Yes,  sir. 

Mr.  Redfieu).  Are  they  made  to  suit  a  tenant  ? 
Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  And  if  that  tenant  went  out  would  they  not  have  to 
be  altered? 

Mr.  Thyson.  Oh,  no,  sir. 
Mr.  Redfield.  You  are  sure  of  that,  are  you  ? 

Mr.  Thyson.  Yes;  I  am  positive  of  that.  They  are  suites  that 
could  readily  be  rented. 

Mr.  Redfield.  To  what  extent  are  there  included  in  these  extras 
any  wooden  partitions  or  glass  partitions  that  would  have  to  be 
altered  for  new  tenants  if  they  wished  their  space  otherwise  sub- 
divided ? 

Mr.  Thyson.  Scarcely  none.  We  have  grfeat  demand  for  rooms 
subdivided. 

Mr.  Redfield.  But  are  they  always  wanted  subdivided  in  the  same 
way? 

Mr.  Thyson.  Mostly;  yes.  I  will  explain  that  in  this  way,  that 
there  are  a  good  many  large  rooms  in  our  building,  32  by  40,  and  15 
by  32,  and  21  by  28,  that  are  too  large  for  individual  purposes,  but 
you  can  very  readily  find  a  tenant  who  will  take  a  subdivided  room 
and  pay  more  for  it. 

Mr.  Redfield.  But  is  -it  not  the  experience  in  other  buildings  that 
when  a  tenant  changes  for  any  cause  that  the  incoming  tenant  may 
Avant  the  subdivision  in  a  different  way  ? 

Mr.  Thyson.  I  would  not  rent  that  room  unless  I  rented  it  divided 
as  it  is. 
Mr.  Redfield.  Divided  in  just  that  way  ? 

Mr.  Thyson.  Just  in  that  particular  way.  I  regard  that  as  a 
permanent  fixture. 

Mr.  Redfield.  So  you  do  not  intend  to  alter  your  rooms  to  suit 
3'our  tenants  when  they  want  partitions  changed  ? 

Mr.  Thyson.  No,  sir;  and  if  we  did  they  would  pay  for  it  them- 
selves. 
Mr.  Redfield.  What  is  meant  by  "Accounts  payable,  $2,035.20?  " 
Mr.  Thyson.  Accounts  payable  ? 
Mr.  Redfield.  Yes. 

Mr.  Thyson.  That  is  probably  some  note  that  we  gave  in  con- 
nection with  some  material  during  the  struggle  of  the  building 
corporation.  I  can  not  recall  that  without  looking  it  up.  I  do 
remember  that  at  one  time  we  were  right  pushed  for  cash  and  we 
paid  some  by  note,  but  just  what  that  item  is  I  can  not  recall  just  at 
this  moment. 

Mr.  Redfield.  Then,  Mr.  Thyson,  I  notice  certain  credits  here. 
The  total  amount  of  your  extras  is  $57,302.43.  and  against  that  are 
certain  credits  aggregating  $1,534.19. 
Mr.  Thyson.  Yes. 
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Mr.  Eedfield.  How  do  those  arise? 

Mr.  Thtson.  Those  credits  came  out  of  work — for  instance,  if  I 
wanted  to  rent  to  a  tenant  I  would  make  him  bear  part  of  the  ex- 
pense of  the  equipment.  If  we  had  a  dentist  come  in  we  would  put 
in  stuff  which  we  would  not  put  in  for  an  ordinary  tenant,  and  make 
him  pay  for  it.  Therefore,  we  made  the  disbursement  and  collected 
from  him  and  gave  ourselves  credit  for  that  work. 

Mr.  Redfield.  Here  is  an  item,  "  Collector  of  taxes,  $512.2,7," 
under  that  heading  of  credits.     You  credited  that  in  that  way? 

Mr.  Thyson.  If  we  made  the  disbursement  and  had  a  rebate,  yes. 

Mr.  Redfield.  Mr.  Chairman,  I  woiild  ask  to  have  this  put  in 
the  record. 

The  statement  referred,  to  by  Mr.  Redfield  appears  in  full  below, 
and  is  in  the  words  and  figures  following,  to  wit : 

SOUTHKRX    BUILDING    CORPORATION — BUILDING   ACCOUNT   EXTRA. 

Lvit  of  chargcn  to  tlie  above  accnniti  slioicing  the  crc-dHors'  namcx  and  amounts 
from  March  16,  1912.  to  Octoler  29,  1912. 

John   Shields : $1.50 

George  Herth 70.00 

Dver  Bros 139.85 

McNulty  Bros 318.  29 

AVm.  C.  Robinson  &  Sons 12.95 

M.  Du  Perow 72.08 

Hugh  Reillv 150.00 

W.  T.  Cornell 1,687.68 

Anderson  Sign  Co 22:50 

Rudolph  &  West  Co 26.  75 

Carroll  Electric  Co .80 

Alabama  Marble  Co 10.00 

G.  W.  Hunt  &  Co 3.  50 

National  Electric  Supply  Co 11.40 

Robert  E.   Maekay  &  Co 20.00 

Fries,   Beall  &   Sharp .50 

Barber  &  Ross. 46.40 

E.  J.  Murphy  Co 55.05 

Dallman    Co 40.50 

Leon  L.  Gaboon 48:30 

Diilin  &  Martin 14.75 

W.  J.  Sloan  Co 41.48 

Otis   Elevator    Co 27.18 

C.  J.  MoCubbin 8.65 

W.  H.  Douglas 81.25 

Ci-ane  Co 16.  97 

Gem  Floor  Oil  Co 4.00 

Hirgh  Reilly. 150.00 

E.  B.  Adams 16.80 

Kluck  Huhn  &  Bro 163.  07 

Carroll  Electric  Co 6.50 

J,  W.  Hunt 12.  .30 

E.  F.  Brooks  Co 6.75 

Columbian  Iron  Works 439.00 

India  Alkali  Works 27.  03 

W.  E.  Kriel  Co 33.00 

United  States  Radiator  Co 1.  30 

Kreamer  &  Duehring 4.40 

Muddiman  Co 2.00 

Lambie  Co 5.29 

P.  P.  May  Co .90 

McCubbin  Co 17.79 

Crook-Kries  &  Co 495.55 
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<'orniiig $88.  40 

Marche 70.  00 

Tablet  & 'Ticket  Go 40.00 

Warren  A.  Ross ,39.40 

Deane  Steam  Pump  Co. 12.  32 

W.  L.  Belt     115.85 

Schaeffer  &  Budenburg 48.00 

©lobe-Weraicke  Co 13.  50 

N.  M.  Minnix  Co 58.:55 

George  A.  Malone , 11.05 

G.  Forsburg _„ ^^ 18.10 

Manager's  account . 62. 10 

Potomac  Electric  Power  Co 1,  072. 10 

Staining  floor 6.00 

Hopper  Hardware  .Co 118.  67 

James  C.  Marsh . .4,546.36 

M.  G.  Copeland 1,985.52 

Ha-mmitt  Fire  Prooflng  Co 2,416.10 

Wm.  P    Cissel 275.00 

Brown  Paint  Co 771.J.3 

Collector  of  taxes 3,000.00 

Thompsou-Starrett  Co 32,000.00 

Equitable  Life  Assurance  Society 1,  933.  65 

Curb   permit 10.68 

Capital  Towel  Co 30.00 

Inspectors'   wages 1,125.  65 

R.  E.  Mackay 36.00 

Accounts  payable 2, 035.  20 

$57,  302.  43 

Less  credits: 

Cornell  &   Co 8.15 

Collector  of  taxes 512.27 

Hammitt  Fire  Proofing  Co 425.00 

Brown  Paint  Co 200.00 

Crook  Kries  Co 3.^42 

Miscellaneous 353.  35 

.1,  534. 19 


Balance  ledger  account 55,768.24 

Mr.  Eedheld.  Eeferring  to  your  letter  of  the  11th  instant  to  Mr. 
Tuttle,  one  item  of  which  is  the  building  extras  of  which  we  have 
just  been  speaking,  what  is  the  item  of  additional  cost  to  J.  C. 
Marsh,  $1,463.31  ? 

Mr.  Thyson.  Additional  cost  ? 

Mr.  Redfield.  That  is  the  way  it  reads—"  J.  C.  Marsh,  $1,4:63.31,"'' 
under  the  heading  of  additional  cost. 

Mr.  Thyson.  Well,  that  was  additional  cost  of  improvements  to 
the  building.  We  are  now  designing  or  redesigning — we  are  rede- 
signing some  space. 

Mr.  Eedfieij>.  Is  it  your  policy  to  charge  all  work  done  upon  the 
building  to  capital  account? 

Mr.  Thyson.  I  did  not  hear  you,  Mr.  Redfield. 

Mr.  Redfield.  Is  it  your  policy  to  charge  all  work  done  upon  the 
building  to  capital  account? 

Mr.  Thyson.  No,  sir.  We  have  a  building  account  for  extras, 
which  we  use.  It  practically  goes  into  the  capital  account,  but  wc 
term  it  "  Building  account  extras." 

Mr.  Redfield.  Well,  do  you  charge  all  work  done  upon  the  build- 
ing to  this  building  account  which  is  later  turned  into  the  capital 
account  ? 

Mr.  Thyson.  No,  sir. 
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Mr.  Eedfield.  What  are  your  instructions  as  to  drawing  the  line 
on  what  are  repairs  and  what  are  nonvaluable  additions  and  what 
are  actual  increases  in  the  value  of  the  structure? 

Mr.  Thyson.  My  practice  has  been,  if  a  wall  is  cracked,  and  we 
use  plaster  to  replace  that,  that  is  not  an  extra. 

Mr.  Eedfield.  Can  you  furnish  the  items  of  the  charges  from 
James  C.  Marsh  of  $4,546.36,  in  your  extras  account,  and  the  addi- 
tional item  of  $1,463.31  in  your  letter? 

Mr.  Thtson.  I  haven't  that  data  here ;  no,  sir. 

Mr.  Redfield.  Well,  will  you  furnish  those,  please  ? 

Mr.  Thtson.  Yes,  sir. 

Mr.  Eedfield.  Now,  I  find  an  item  here,  improvements  of  the 
United  States  Trust  Co.,  $76,656.45,  which,  for  the  reasons  already 
explained  by  you  does  not  agree  by  about  $4,000  with  the  statement 
of  the  United  States  Trust  Co.  rendered  on  the  13th  instant. 

Mr.  Thyson.  Yes,  sir. 

Mr.  Eedfield.  Your  valuation  of  $908,114.48  should  be  corrected 
by  deducting  the  difference  between  those  two  accounts,  should  it 
not?     • 

Mr.  Thyson.  Yes,  sir.     I  explained  that  this  morning. 

Mr.  Eedfield.  Yes;  I  remember.  It  should  be  reduced  by  ap- 
proximately $4,000  or  more — a  little  bit  more  ? 

Mr.  Thyson.  The  difference  between  $72,000  and  $76,000. 

Mr.  Eedfield.  Oh  what  theory  of  values  do  you  include  as  part  of 
the  cost  of  this  building  the  services  of  Mr.  Simmons,  the  architect, 
for  fitting  up  the  offices  of  the  United  States  Trust  Co.,  amount- 
ing to  $6,794.13? 

Mr.  TiiYSON.  If  we  had  not  paid  Mr.  Simmons  we  certainly  would 
have  paid  Burnham  &  Co.  We  had  an  arrangement  with  the  United 
States  Trust  Co.  that  they  should  employ  their  own  architect,  or  they 
could  employ  our  architect. 

Mr.  Eedfield.  At  your  expense? 

Mr.  Thyson.  Yes;  they  chose  their  own  man,  and  paid  him  on 
the  same  basis  as  we  would  have  paid  Burnham  &  Co. 

Mr.  Eedfield.  That  was  the  arrangement  under  which  he  was  paid, 
but  under  what  theory  of  values  do  you  find  his  services  for  designing 
the  method  in  which  an  office  is  to  be  fitted  up  as  forming  a  part  of 
the  actual  value  of  the  building  itself? 

Mr.  Thyson.  I  should  think  it  would  be  included  in  the  actual 
value,  and  carried  along  as  architect's  costs  or  fees,  whether  you 
employ  two  firms  or  one  firm  or  three  firms. 

Mr.  Eedfield.  Did  you  examine  into  the  correctness  of  this  chai'ge 
when  it  was  made? 

Mr.  Thyson.  That  charge ;  yes,  sir. 

Mr.  Eedfield.  How  do  you  account  for  this  charge  being  so  lai'ge 
a  proportion  of  the  total  expenditure  ? 

Mr.  Thyson.  The  architect's  charge? 

Mr.  Eedfield.  Yes. 

Mr.  Thyson.  I  do  not  consider  it  very — too  large,  Mr.  Redfield. 
What  is  the  commission — what  is  the  total  there — $72,000  ? 

Mr.  Eedfield.  It  is  between  9  and  10  per  cent. 

Mr.  Thyson.  Well,  he  gave  his  entire  supervision  to  the  work.  I 
should  not  think  that  would  be  too  large. 


INVESTIGATION   OF   INSUEANCE   COMPANIES.  1309 

Mr.  Eedfield.  On  what  experience  do  you  base  your  judgment 
that  it  is  not  too  large,  Mr.  Thyson  ?  • 

Mr.  Thyson.  It  has  been  my  experience  that  when  an  architect  is 
specially  appointed  to  fit  up  a  very  handsome  suite  of  that  sort  it  is 
within  his  province  to  charge  a  little  more  than  he  would  if  he  simply 
went  ahead  and  designed  an  ordinary 

Mr.  Rbdfield  (interposing) .  Do  you  regard  it  as  within  his  prov- 
ince to  charge  double? 

Mr.  Thyson.  I  should  not  think  that  would  be  double. 

Mr.  Eedfield.  It  was  testified  this  morning  before  the  committee 
that  architects'  fees  run  from  2  to  3  or  4  or  5  per  cent. 

Mr.  Thyson.  I  did  not  so  testify. 

Mr.  Eedfield.  I  did  not  say  you  did. 

Mr.  Thyson.  I  beg  your  pardon. 

Mr.  Eedfield.  I  say  it  has  been  testified  before  the  committee  that 
such  is  the  case. 

Mr.  Thyson.  Oh. 

Mr.  Eedfield.  Now,  is  it  not  your  experience,  as  a  matter  of  fact 
that  architects  are  very  glad  to  work  for  5  per  cent  ? 

Mr.  Thyson.  I  should  think  so ;  yes. 

Mr.  Eedfield.  There  was  here  no  element  of  serious  construction 
work;  it  was  a  charge  for  decoration  and  installation  of  fixtures,  was 
it  not? 

Mr.  Thyson.  Well,  it  was  a  charge  for  the  plans  and  specifications 
and  the  superintendence  of  that  banking  room. 

Mr.  Eedfield.  Who  employed  him? 

Mr.  Thyson.  I  do  know  that  Mr.  Simmons  spent  a  great  deal  of 
his  time — more  time  there  than  the  average  architect  would  do  in  the 
construction  of  a  building. 

Mr.  Eedfield.  How  long  did  it  take? 

Mr.  Thyson.  How  long  did  it  take? 

Mr.  Eedfield.  Yes. 

Mr.  Thyson.  I  will  not  be  absolutely  positive  about  it,  but  it  cer- 
tainly took  90  days  to  4  months  from  the  beginning. 

Mr.  Eedfield.  So  that  taking  your  larger  estimate,  the  architect 
was  employed  at  what  would  be  approximately  the  rate  of  $20,000  a 
year  to  design  offices  ? 

Mr.  Thyson.  I  think  Mr.  Simmons  will  probably  total  out  more 
than  that.    He  is  a  very  prominent  man  here  in  the  city. 

Mr.  Eedfield.  Who  employed  him? 

Mr.  Thyson.  The  United  States  Trust  Co. 
.  Mr.  Eedfield.  And  you  are  willing  to  appear  on  record  before  the 
committee  as  stating  that  an  architect's  charge  of  over  9  per  cent  of 
the  total  cost  of  this  work  in  designing  and  superintending  the  fitting 
up  of  an  office  room  and  its  decoration  and  the  installing  of  its 
plumbing  and  lighting  fixtures,  amounting  to  $6,794.13,  should  be 
added — the  whole  of  it — to  the  value  of  the  building  in  which  that 
work  was  done? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Eedfield.  To  what  extent  did  the  company  agree  to  refund 
any  part  of  its  value  to  the  trust  company  in  case  it  should  move  out  ? 

Mr.  Thyson.  There  is  a  provision  in  the  lease  about  that,  sir. 

Mr.  Eedfield.  And  to  what  effect? 
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Mr.  Thvson.  M}-  understanding  of  it  is  that  in  10  years,  if  the 
'Trust  Co.  should  vacate,  the  building  corporation  is  to  pay  or  re- 
imburse them  to  the  extent  of  50  per  cent  of  the  cost.  If  they  re- 
main 20  years  or  longer,  I  am  not  quite  clear,  but  I  believe  that  we 
pay  nothing: 

Mr.  Kedfield.  I  think  you  will  find  it  is  25  per  cent. 

Mr.  Thyson.  Perhaps  it  is. 

Mr.  Douglas.  It  is  25  per  cent. 

Mr.  EEDFrELD.  So.  as  a  matter  of  fact,  it  is  true,  is  it,  that,  subject 
to  the  \\ill  of  a  tenant,  whom  the  building  can  not  control,  $36,000 
of  this  amount  is  subject  to  what  is  a  possibility  of  a  promissory 
note  to  refund  it  at  the  end  of  10  years  ? 

Mr.  Thtson.  I  should  not  regard  it  as  a  promissory  note. 

Mr.  Redfield.  It  is  an  agreement  on  the  part  of  the  building 
company  to  refund,  is  it  not? 

Mr.  Thyson.  We  had  an  iirrangemeut  of  the  rental  in  the  lease, 
I  think,  that  would  clarify  it  in  your  mind  and  my  mind — not  my 
mind  especially — why  we  "entered"  into  that,  which  would  bring  out 
the  fact  tliat  the  building  corporation  was  justified  in  leasing  and 
permitting  the  Trust  Co.  to  make  this  expenditure,  and,  in  the  ulti- 
mate end.  would  not  be  injured,  or  not  be  comijelled  to  pay  or  re- 
imburse the  Trust  Co.  for  the  expenditure.  That  is  the  way  that  I 
gather  the  contents  of  the  lease. 

Mr.  Redfield.  Is  it  not  a  fact  thot  in  putting  these  expenditures 
in  as  a  part  of  the  value  of  the  building,  your  company  assumes  the 
risk  of  the  successful  business  of  the  Trust  Co.  during  the  term  of  its 
lease? 

Mr.  Thyson.  No,  sir ;  I  should  not  think  so. 

Mr.  Redfield.  Suppose  the  company  should  not  succeed,  and  at 
the  end  of  one  or  two  years  you  had  to  look  for  another  tenant,  where 
would  you  then  be  on  this  valuation? 

Mr.  Thyson.  I  should  think  that  would  be  a  question  for  our 
lawyers  to  fight  out  for  us. 

Mr.  Redfield.  You  would  have  these  fixtures  on  your  hands,  would 
you  not? 

Mr.  Thyson.  We  perhaps  would,  but  whether  or  not  we  would 
have  to  pay  for  them  or  not  I  do  not  know.  I  could  not  pass  on 
that. 

Mr.  Redfield.  And  if  you  did  not  have  to  pay  for  them  they  would 
not  be  an  asset  of  the  building,  would  they  ? 

Mr.  Thyson.  They  would  be  an  asset  of  the  building  whether  or 
not  we  paid  for  them,  in  my  judgment. 

Mr.  Redfield.  That  would  be  the  kind  of  an  asset  that  might  have 
to  be,  in  large  part,  removed  if  the  tenant  did  not  want  those  fixtures? 

Mr.  Thyson.  I  do  not  think  the  building  company  would  rent  the 
space  to  a  tenant  who  did  not  want  them. 

Mr.  Redfield.  Did  you  ever  hear  of  this  kind  of  a  case,  where  just 
this  sort  of  thing  happened :  That  it  became  financially  advantageous 
for  the  trust  company  to  continue  to  pay  its  rent,  but  to  move  out; 
and  where,  because  of  the  fact  that  the  arrangements  were  suitable 
for  that  trust  company  they  had  to  be  entirely  taken  out  and  replaced 
for  a  new  tenant  ? 

Mr.  Thyson.  I  never  heard  of  that ;  no. 
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.  Mr.  ■Ein>iPiELD.  Wfeat  do  you  refer  to  in  this  bill  of  particulars 
for  the  United  States  Trust  Co.  by  the  item  of  Crook,  Kries&  Co., 
heating,  $1,195.61? 

Mr.  Thyson.  The  Crook,  Kries  Co.  did  the  work  in  connection 
with  the  heating  of  the  Trust  Co.'s  space,  furnishing  the  pipes,  the 
labor,  and  the  radiation. 

Mr.  Redfield.  Well,  your  contract  called  for  a  direct  radiation 
system  of  heating,  did  it  not  ? 

Mr.  Thyson.  No,  sir;  our  contract  did  not  mention  heating. 

Mr.  Redfibld.  Did  not  the  building  contract  for  constructing  the 
building  provide  for  heating  apparatus  ? 

Mr.  Thyson.  No,  sir;  we  only  agreed  to  furnish  the  piping  and 
put  in  the  rough  work,  and  they  were  to  put  in  their  own  fixtures. 

Mr.  Eedfield.  You  are  now  referring  to  the  arrangement  between 
the  United  States  Trust  Co.  and  your  company  ? 

Mr.  Thyson.  Yes,:  sir. 

Mr.  Redfield.  That  is  in  respect  of  that  business,  but  the  arrange- 
ment which  prevailed  in  the  rest  of  the  building  differed  ? 

Mr.  Thyson.  Absolutely.  We  did  not  agree  to  give  them  heat, 
but  to  provide  them  with  openings  for  their  connections. 

Mr.  Redfield.  Now,  I  notice  you  include  here  as  part  of  the  build- 
ing value  the  safe-deposit  boxes  for  the  trust  company? 

Mr.  Thyson.  Yes. 

Mr.  Redfield.  The  trust  company  is  the  only  interest  that  derives 
rental  from  those  safe-deposit  boxes,  is  it  not  ? 

Mr.  Thyson.  That  is  right,  sir. 

Mr.  Redfield.  But  they  belong  to  the  building? 

Mr.  Thyson.  They 'belong  to  the  building;  yes,  sir. 

Mr.  Redfield.  Is  the  gentleman  from  the  Derby  Desk  Co.  in  the 
room? 

Mr.  Douglas.  Yes,  sir. 

Mr.  Rediteld.  We  will  call  him  later.  We  are  not  ready  yet. 
Mr.  Thyson,  coming  now  to  your  other  letter,  wherein  you  deal  with 
running  expenses  of  the  building,  you  stated,  I  think,  that  this 
included  your  salary  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  Now,  how  is  that  salary  paid? 

Mr.  Thyson.  I  receive  a  salary  of  $2,000  a  year  for  the  manage- 
ment-of  the  building. 

Mr.  Redfield.  And  do  you  receive  any  commission  upon  rentals  ? 

Mr.  Thyson.  No,  sir. 

Mr.  Redfield.  Does  this  account  of  running  expenses  of  the  build- 
ing include  any  advertising  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  Does  it  include  all  the  advertising  of  the  building? 

Mr.  Thyson.  All  that  I  have  done ;  yes,  sir. 

Mr.  Redfield.  I  will  ask  you  to  furnish  for  the  committee  your 
monthly  bills  of  advertising,  commencing  with  the  1st  of  October, 
and  including  the  month  of  January,  up  to  date,  if  you  please. 

Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  Do  I  understand  that  the  advertising  done  in  De- 
cember is  all  included  in  the  amountof  $2,446.10? 

Mr.  Thyson.  I  have  received  no  bills  for  advertising. 
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Mr.  Eedfield.  Then  the  advertising  for  December  is  not  included 
in  this  item,  is  it? 

Mr.  Thtsox.  Xo,  sir. 

Mr.  Redfield.  Is  the  advertising  for  Xovember  included  ? 

Mr.  Thtson.  If  I  did  any.  it  was. 

Mr.  Eedfield.  How  much  did  you  spend,  can  you  say  approxi- 
mately, for  advertising  the  building  in  the  month  of  December? 

ilr.  Thtsox.  I  do  not  know,  sir. 

Mr.  Eedeield.  Well,  was  it  $5  or  $50  or  $500? 

Mr.  Thtson.  I  have  no  idea,  Mr.  Eedfield,  of  the  cost  of  the  adver- 
tising. 

Mr.  Eedfielj).  Did  you  order  the  advertising  done? 

Mr.  Thyson.  Xo,  sir. 

Mr.  Eedfield.  Who  did? 

Mr.  Thyson.  I  do  not  know,  sir. 

Mr.  Eedfield.  Do  you  have  anything  to  with  the  advertising  for 
the  building? 

Mr.  Thyson.  Xo,  sir. 

Mr.  Eedfield.  AVhat  did  it  co>t  in  Xovember? 

Mr.  TiiYSON.  I  was  running  two  small  ads.  in  the  paper;  I  think 
about  $7.50 ;  I  should  say,  at  the  outside,  $25. 

Mr.  Redfieu).  Why  was  the  method  of  advertising  changed  in 
December  from  that  which  prevailed  in  November? 

Mr.  Thyson.  To  fill  the  building,  I  suppose — the  unrented  space. 

j\lr.  Eedfield.  I  did  not  hear  you. 

Mr.  Thyson.  To  fill  the  unrented  space  of  the  building. 

Mr.  Eedfield.  Yes;  but  you  said  you  did  not  know  anything  about 
the  advertising  in  December,  and  did  not  do  it;  whereas  you  said 
for  Xovember  you  liad  two  advertisements  running.  Now,  was  the 
method  of  advertising  changed?     Who  took  charge  of  it? 

JMr.  Thysdn.  I  do  not  know,  sir.  The  advertising  of  the  building 
was  done,  but  by  whom  I  do  not  know. 

Mr.  Eedfield.  You  stopped  in  November? 

Mr.  Thyson.  I  only  had  a  tiny  ad.  in. 

Mr.  Eedfield.  You  stopped  in  Xovember? 

Mr.  Thyson.  No,  sir ;  I  continued  my  small  ad.  for  a  while,  until 
the  others  came  out. 

Mr.  Eedfield.  What  was  said  to  you  about  it,  and  by  whom  ? 

Mr.  Thyson.  There  was  nothing  said  to  me  about  advertising,  only 
that  the  building  was  going  to  be  advertised  extensively  by  the 
owners. 

Mr.  Eedfield.  You  do  not  know  who  took  it  in  charge  ? 

Mr.  Thyson.  No;  I  do  not  know  who  had  it  in  charge.  I  had 
some  talke  with  Mr.  Tuttle. 

Mr.  Eedfield.  What  did  he  say  to  you,  Mr.  Thyson? 

Mr.  Thyson.  He  simply  said,  "  Mr.  Thyson,  we  have  acquired  the 
ownership  of  the  building,  and  we  realize  we  have  a  fine  building," 
and  he  said,  "  We  should  like  to  get  it  a  h-undred  per  cent  rented." 
He  said,  "  Do  you  believe  in  extensive  advertising  ?  "  I  said,  "  I 
believe  in  advertising,  and  I  believe  it  would  help  us."  Then  we 
began  advertising,  as  3^ou  have  seen  in  the  papers. 

Mr.  Eedfield.  But  the  amount  of  advertising  of  this  building 
that  has  been  done  since  the  1st  of  December  is  not  included  in  the 
estimates  for  December  here  presented  ? 
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Mr.  Thtson.  No,  sir. 

Mr.  Redfieu).  Nor  is  it  included  in  the  average  of  $2,076  a 
month 

Mr.  Thtson.  (interposing).  No,  sir. 

Mr.  Redfield.  Which  you  figure  here  ? 

Mr.  Thtson.  No,  sir. 

Mr.  Rediteld.  How  much  is  included  in  this  average  for  electric 
current  ? 

Mr.  Thtson.  That  will  vary,  of  course^  Mr.  Redfield,  by  the  season. 
In  the  summer,  of  course,  it  is  lighter,  and  in  the  winter  it  is  heavier, 
but  I  reckon  our  electric  light  bills  will  run  on  an  average — I  have 
not  the  real  figures  here — ^wiU  run  between  $350  and  $375  per  month. 

Mr.  Redfield.  You  have  not  the  figures  before  you,  have  you  ? 

Mr.  Thtson.  No;  only  just  an  approximate  memorandum. 

Mr.  Redfieij>.  In  what  form  is  that  approximate  memorandum  ? 

Mr.  Thtson.  Just  a  little  pencil  memorandum  that  I  have  here. 

Mr.  Redfield.  What  does  it  say,  please  ? 

Mr.  Thtson.  It  really  says  nothing  except  the  figures.  I  thought 
perhaps  you  would  ask  me  a  question,  and  at  the  last  moment  I 
jotted  down,  "  Power,  $350." 

Mr.  Redfield.  For  what  month  was  that  ? 

Mr.  Thtson.  That  was  for  no  particular  month.  It  was  just  an 
average  of  the  way  we  have  been  going. 

Mr.  Redfield.  And  that  would  be  at  the  annual  rate  of  what  ? 

Mr.  Thtson.  At  the  annual  rate? 

Mr.  Redfield.  Yes. 

Mr.  Thtson.  Per  kilowatt  ? 

Mr.  Redfield.  No;  the  annual  rate  for 

Mr.  Thtson  (interposing) .  $350  a  month ;  about  $4,200  per  annum. 

Mr.  Redfield'.  Do  you  know  how  many  square  feet  there  are  in  the 
offices  in  the  Southern  Building  ? 

Mr.  Thtson.  I  think  so;  yes,  sir. 

Mr.  Redfield.  About — approximately  will  do. 

Mr.  Thtson.  There  are  about  138,286  square  feet. 

Mr.  Redfield.  Is  your  building  one  that  you  regard  as  well  lighted  ? 

Mr.  Thtson.  Yes,  sir. 

Mr.  Redfield.  What  lamps  do  you  use? 

Mr.  Thtson.  Tungsten  lamps! 

Mr.  Redfield.  And  what  rate  do  you  pay  per  kilowatt  hour  ? 

Mr.  Thtson.  We  have  a  contract  with  the  Potomac  Power  which 
will  run  from  3^  cents  per  kilowatt  to  4^  cents,  based  on  the  number 
of  watt  hours  used. 

Mr.  Redfield.  Will  you  explain  to  the  committee  whether  you  have 
any  reason  to  think  that  your  building  can  be  lighted  for  a  little  bit 
more  than  half  the  amount  that  it  costs  to  light  the  Colorado  Build- 
ing, which  has  only  73,000  square  feet  of  offices  in  it? 

Mr.  Thtson.  I  do  not  know  the  kind  of  lamps  they  use.  I  do  not 
know  whether  they  are  as  economical  with  their  lighting  as  we  are. 
I  would  not  like  to  pass  on  the  Colorado  Building. 

Mr.  Redfield.  But  you  are  showing  a  very  remarkable  result,  Mr. 
Thyson,  if  I  understand  you  correct ;  one  that  should  commend  you  to 
the  judgment  of  electrical  engineers  everywhere.  In  lighting  a  build- 
ing of  123,000  square  feet,  or,  as  you  state  it,  130,000 

Mr.  Thtson  (interposing).  Yes,  sir. 
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Mr.  REDriELD  (continuing).  For  $4,200  a  year,  approximately. 

Mr.  Thtson.  Yes,  sir. 

Mr.  Redfield.  Whereas  a  building  which  has  only  73,000  square 
feet  costs  in  excess  of  $7,000  annually.     Now,  can  you  explain  that? 

Mr.  Thyson.  Well,  I  will  explain  it  to  you  iii  my  best  language. 
Our  halls  are  better  lighted  than  in  the  Colorado  Building;  our 
windows  are  larger  in  our  building  than  in  the  Colorado  Building; 
our  main  halls  are  very  well  lighted  by  skylights,  and  I  think  with 
those  considerations,  we  can  get  along  with  less  light. 

Mr.  REoriEiiD.  I  was  mistaken  in  stating  $7,000  for  the  Colorado 
Building.     It  is  $4,666  for  the  smaller  building. 

Mr.  Thyson.  I  had  those  comparative  prices,  and  I  was  rather  sur- 
prised that  we  were  running  along  at  such  a  low  figure. 

Mr.  Redfield.  Is  there  no  possibility  of  mistake  in  your  calcula- 
tion? 

Mr.  Thyson.  I  might  have  slipped  a  cog,  but  I  do  not  think  so. 

Mr.  Redfield.  You  tliink  it  is  a  reasonable  proposition  that  you 
can  light  that  bmlding  for  less  cost  actually  than  the  Colorado  Build- 
ing? 

Mr.  Thyson.  Yes,  sir.  We  have  different  fixtures  from  what  they 
have  in  the  Colorado  Building.  We  have  a  reflector.  If  I  recall, 
we  have  something  like  this. 

Mr.  Johnson.  When  you  say  "something  like  this,"  do  you  mean 
something  like  the  one  in  this  room? 

Mr.  Thyson.  Yes;  we  l\ave  a  glass  reflector,  which  does  not  throw 
the  light  down,  but  throws  it  up,  and  with  the  globe  which  we  have 
and  the  Tungsten  lamp  it  gives  greater  radiation,  and  we  can  pro- 
duce a  better  light. 

Mr.  Johnson.  Does  the  alleyway  around  your  building  have  any- 
thing to  do  with  lessening  your  lighting  expense? 

Mr.  Thyson.  Yes,  sir.  I  should  think  it  would  help  us  a  whole 
lot,  because  it  gives  exposure  on  the  north  as  well  as  on  the  east  and 
west. 

Mr.  Redfield.  What  amount  do  vou  pay  per  year  for  fuel,  Mr. 
Thyson  ? 

Mr.  Thyson.  That  would  be  rather  a  hard  question  at  this  time 
to  answer,  for  this  reason,  that  last  year  we  used  hard  coal,  at  the 
rate  of  $5.70  a  ton,  and  this  year — last  summer  we  put  in,  as  I  told 
you  this  morning,  automatic  stokers,  and  we  are  using  soft  coal,  at 
$3.40  per  ton,  and  I  can  not  give  you  a  direct  line  on  that,  but  I  will 
say  that  it  has  been  costing  us  about — of  course,  this  has  been  a  very 
mild  winter — about  $350  to  $375  per  month. 

Mr.  Redfield.  During  the  winter  season? 

Mr.  Thyson.  Yes,  sir.  We  do  not  make  our  own  power ;  therefore 
we  do  not  burn  coal  in  the  summer  time. 

Mr.  Redfield.  Who  is  your  coal  contractor? 

Mr.  Thyson.  The  White  Oak  Coal  Co. 

Mr.  Redfield.  Now,  is  it  not  a  fact  that  the  coal  furnished  you  by 
them  for  one  year  amounted  to  $2,948.76? 

Mr.  Thyson.  Yes,  sir ;  but  that  was  hard  coal. 

Mr.  Redfield.  That  is  what  you  paid  them? 

Mr.  Thyson.  I  have  not  the  figures  before  me,  but  I  assume  that 
is  correct. 
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Mr.  Eedfield.  Now,  what  do  you  pay  in  your  building  for  the  cost 
of  cleaning  labor? 

Mr.  Thyson.  Cleaning  labor? 

Mr.  Eedfield.  Yes.    What  is  your  annual  cost 

Mr.  Thtson  (interposing).  Do  you  mean  just  my  char  force,  or  do 
you  mean  the  entire  labor  of  the  building?  There  are  two  ways  of 
figuring  that.  '  We  have  a  char  force,  and  we  have  porters  and  me- 
chanics. 

Mr.  Eedfield.  Well,  separate  those.  Give  me  the  char  force,  and 
then  give  me  the  other  two  separately. 

Mr.  Thyson.  I  do  not  know  whether  I  can  do  that,  sir;  I  will 
state,  however,  that  our  pay  roll — that  would  include  the  elevator 
boys  and  the  chare  force,  and  the  mechanical  force — will  run  about 
$800  a  month. 

Mr.  Eedfield.  What  do  you  mean  by  "  about "  f ' 

Mr.  Thyson.  Well,  I  should  say  from — we  pay  off  every  two  weeks, 
and  it  runs  anywhere  from  $3f 5  to  $400.  x 

Mx':  Eebfieijd.  Is  it  running  at  that  rate  now? 

Mr.  Thyson.  Well,  it  is  running  a  little  higher  now. 

Mr.  Eedfield.  What  is  it  now? 

Mr.  Thyson.  We  are  making  some  improvements  to  the  building. 
We  are  dividing  Up  a  very  large  room  we  had  on  the  north  side.  We 
are  dividing  that  up  into  several  stores,  and  I  have  added  to  my  pay 
roll  on  account  of  that. 

Mr.  Eedfield.  Well,  what  would  be  the  wages,  based  on  the  way 
you  are  running  now? 

Mr.  Thyson.  On  what  we  are  running  now? 

Mr.  Eedfield.  Yes; 
.   Mr.  Thyson.  Including  this  additional  help? 

Mr.  Eedfield.  No.  I  think  you  can  leave  out  the  help  which  is 
only  temporary,  and  put  in  that  which  is  the  regular  wage  basis  as 
jon  now  stamdv 

Mr.  Thyson.  I  should  say  at  the  rate  of  $800  a>  month. 

Mr.  Eedfield.  That  would  be  $9,600  a  year? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Eedfield.  That  includes  your  entire  pay  roll  of  every  kind? 

Mr.  Thyson.  That  would  include  everybody,  with  the  exception  of 
ray  office  force. 

Mr.  Eedfield.  What  do  your  office  salaries  amount  to  ? 

Mr.  Thyson.  I  told  you  my  salary  was  $2^000  a  year. 

Mr.  Eedfield.  That  has  to  be  added. 

Mr.  Thyson.  Then  I  have  a  detailed  clerk  from  the  fire  insurance 
companies  at  my  disposal. 

Mr.  Eedfield.  What  is  his  salary. 

Mr.  Thyson.  Her  salary  isj  I  think,  $60  per  month. 

Mr.  Eedfield.  That  would  be  $600  a  year  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Eedfield.  To  what  extent  are  the  expenses  of  the  building, 
if  any,  carried  by  the  insurance  companies? 

Mr.  Thyson.  The  expenses  of  the  building  ? 

Mr.  EiSDFiELD.  Yes. 

Mr.  Thyson.  They  carry  no  expenses. 

Mr.  Eedfield.  None  of  the  expenses  of  the  building  of  any  kind 
are  charged  to  their  accounts? 
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Mr.  Thtson.  No,  sir ;  I  keep  a  separate  set  of  books. 

Mr.  Eedfield.  Is  there  a  watchman  in  the  building  ? 

Mr.  Thtson.  Is  there  a  what? 

Mr.  Redfeeld.  Watchman. 

Mr.  Thtson.  Yes. 

Mr.  E.EDFIELD.  Have  you  figured  his  wages  in  there? 

Mr.  Thtson.  Yes,  sir;  his  wages  are  there. 

]Mr.  Eedfield.  What  does  it  cost  you  to  remove  ashes? 

Mr.  Thtson.  We  pay  $1  a  load. 

Mr.  Eedfield.  What  does  it  amount  to? 

Mr.  Thyson.  It  amounts  to  about  $18  a  month,  I  should  say. 

ilr.  Eedfield.  About  $200  a  year? 

Mr.  Thtson.  Something  of  that  sort ;  yes,  sir. 

Mr.  Eedfield.  Now,  is  it  a  fact  that  all  the  expenses  of  the  build- 
ing have  now  been  included,  Mr.  Thyson  ? 

Mr.  Thtson.  We  have  included  the  coal  and  the  power  and  the 
labor  and  the  janitor's  supplies  and^ — - 

Mr.  Eedfield  (interposing).  Have  you  got  all  janitors'  salaries  in- 
cluded ? 

Mr.  Thtson.  I  should  think  you  have  practically  about  all. 

Mr.  Eedfield.  Well,  now,  as  I  understand  you,  your  expenses  run 
into  about  $2,000  a  month  ? 

Mr.  Thtson.  That  is  right,  sir. 

Mr.  Eedfield.  Or  $24,000  a  year  ? 

Mr.  Thtson.  Yes,  sir. 

Mr.  Eedfield.  Now,  the  figures  that  you  have  given  to  me  average 
about  $19,548  a  year.    Now,  what  is  the  difference? 

Mr.  Thtson.  Well,  we  have  left  out  something. 

Mr.  Eedfield.  Apparently;  but  what  is  it? 

Mr.  Thtson.  Have  you  the  coal  and  the  power  and  the  wages? 
Have  you  the  janitor's  supplies? 

Mr.  Easbt-Smith.  You  have  left  out  taxes,  Mr.  Eedfield,  I  think. 

Mr.  Eedfield.  Yes. 

Mr.  Douglas.  Taxes  are  not  included  in  that,  are  they? 

Mr.  Thtson.  Not  included  in  running  expenses;  no,  sir. 

Mr.  Douglas.  You  have  left  out  insurance,  $50  a  month.  That  is 
included  in  this  $2,000. 

Mr.  Easbt-Smith.  That  is  included  in  the  $2,000  a  month,  and  so 
were  the  taxes,  were  they  not  ? 

Mr.  Eedfield.  Now,  Mr.  Thyson,  I  think  we  can  get  at  it  again. 

Mr.  Thtson.  All  right,  sir. 

Mr.  Eedfield.  As  I  understand  it,  we  have  $4,200  a  year  for  cur- 
rent? 

Mr.  Thtson.  Yes,  sir. 

Mr.  Eedfield.  $2,948.76,  which  was  the  price  of  fuel  last  year? 

Mr.  Thtson.  Yes,  sir. 

Mr.  Eedfield.  $9,600  in  wages? 

Mr.  Thtson.  Yes,  sir. 

Mr.  Eedfield.  $2,000  for  your  own  salary  ? 

Mr.  Thtson.  Yes. 

Mr.  Eedfield.  $800  for  the  salary  of  elevator  boys  and  for  remov- 
ing fuel 

Mr.  Thtson  (interposing) .  Yes.  sir. 
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Mr.  Eedfield.  All  together,  $19,548.  What  are  the  annual  taxes 
on  that  building? 

Mr.  Thyson.  About  $13,000  per  annum. 

Mr.  Redweld.  Suppose  we  assume  those  to  be  increased,  under  the 
values  which  have  been  here  stated,  and  call  that  $15,000. 

Mr.  Thyson.  Yes,  sir. 

Mr.  E.EDFIELD.  What  is  the  amount  of  insurance  ? 

Mr.  Thyson.  We  carry  about  $850,000. 

Mr.  Eedfield.  At  what  annual  cost  ? 

Mr.  Thyson.  At  an  annual  cost  of — I  think  our  rate  is  20  cents 
for  five  years — but  that  is  all  paid  up,  so  you  will  not  have  to  include 
that. 

Mr.  Eedfield.  Yes;  but  it  had  to  be  paid,  and  it  has  got  to  be 
distributed  over  the  period  by  any  system  of  accounting  at  all. 
What  does  it  figure? 

Mr.  Thyson.  I  think  I  should  say  about  $1,200.  Let  me  see — 
$850,000  at  20  cents — it  was  not  20  cents ;  it  was  18  cents. 

Mr.  Eedfield.  What  does  it  total? 

Mr.  Thyson.  About  $1,500  for  five  years. 

Mr.  Eedfield.  $300  a  year? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Eedfield.  Now,  I  do  not  find  any  item  here  for  repairs,  Mr. 
Thyson. 

Mr.  Thyson.  Well,  the  difference  between  what  you  figured  and 
what  we  did  not  figure  is  made  up  in  the  upkeep  of  the  building. 

Mr.  Eedfield.  Yes ;  but  pardon  me,  we  are  a  little  outside  of  that 
now.  Your  calculation  was  $2,076  a  month.  I  am  figuring  it  in  a 
different  way.  You  have  $19,548  of  admitted  items  and  $1,500  taxes 
and  $300  for  insurance.     Now,  what  about  the  item  of  repairs? 

Mr.  Thyson.  Well,  we  have  had  no  repairs,  Mr.  Eedfield. 

Mr.  Eedfield.  But  you  expect  them,  do  you  not  ? 

Mi".  Thyson.  I  hope  not.  I  am  trying  to  avoid  repairs  by  keep- 
ing the  building  up.  I  will  say  this,  that  we  do  have  a  few  repairs 
to  our  elevators,  and  those  bills  will  run  along  very  moderately 
because  I  have  a  very  thorough  mechanic — a  man  who  goes  all  over 
them. 

Mr.  Eedfield.  Do  you  mean  you  can  absolutely  avoid  repairs? 

Mr.  Thyson.  No,  I  do  not  say  absolutely. 

Mr.  Eedfield.  Well,  what  do  you  reckon  it  at  ? 

Mr.  Thyson.  If  there  were  any  repairs  to  the  building  I  should 
say  it  would  be  more  in  the  nature  of  repairs  to  the  elevators  at  this 
time. 

Mr.  Eedfield.  You  have  a  heating  system  and  vacuum  pumps  and 
automatic  stokers  to  look  after,  have  you  not? 

Mr.  Thyson.  Well,  the  automatic  stokers  are  guaranteed,  and  that 
would  eliminate  one  expense.  So  far  as  the  steam  apparatus  is 
concerned,  a  pipe  might  burst,  but  that  is  very  simple  and  that  comes 
in  under  general  supplies  for  the  building. 

Mr.  Eedfield.  You  would  like  us  to  understand  that  the  building 
is  in  such  perfect  condition  that  the  repairs  are  negligible  ? 

Mr.  Thyson.  I  think  so. 

Mr.  Eedfield.  And  you  do  not  feel  justified,  as  the  manager  of 
the  building,  in  assuming  that  there  will  be  any  material  expense  for 
repairs  ? 
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Mr.  Thtson.  Xot  at  this  time.     Not  for  a  few  years.    No,  sir. 

Mr.  Redfield.  Not  for  a  few  years? 

Mr.  Thyson.  No,  sir. 

Mr.  Redfield.  You  do  not  allow  for  any  breakdowns  or  for  any 
possible  accidents  or  the  bursting  of  pipes? 

Mr.  Thyson.  Yes ;  I  have  allowed  for  that. 

Mr.  Redfield.  Wellj  how  much  have  you  allowed  for  it? 

Mr.  Thysox.  Well,  I  can  not  tell  you  in  dollars  and  cents,  because 
I  do  not  know  what  they  are  going  to  be. 

Mr.  Redfield.  You  mean,  do  you  not,  that  you  have  simply  thought 
in  your  own  mind  that  there  might  be  such  things? 

Mr.  Thysox.  Let  us  figure,  for  your  information,  the  pay  roll  and 
the  power  and  the  coal,  and  add  those  up,  and  the  diflference  between 
them — and  about  $'2,000  a  year — is  the  amount  I  am  spending  for 
the  upkeep  of  the  building. 

Mr.  Redfield.  What  does  that  amount  to? 

Mr.  Thyson.  Well,  you  have  the  figures  there ;  I  have  not. 

Mr.  Redfield.  I  would  rather,  if  you  please,  that  you  would  give 
me  the  calculation  in  the  way  in  which  I  ask  for  it.  Now,  we  have 
gotten  certain  definite  figures,  but  now  I  want  to  know  what  you 
allow  for  repairs.  I  am  perfectly  willing  to  take  it  any  way  you 
state  it. 

Mr.  Thyson.  '\^'ell.  I  can  answer  that  by  saying  that  I  allow  for 
repairs  the  difference  between  what  it  has  cost  us  to  operate;  withithe 
items  that  I  have  given  vou,  and  that  $2,000— the  dineremce  between 
that. 

Mr.  Redfield.  That  would  be  about  $5,000  a  year? 

Mr.  Thyson.  Well,  if  it  runs  that,  that  is  it. 

Mr.  Redfield.  That  i«,  you  figure  $2,076  a  month,  which  is,  roughly 
speaking,  $24,000  a  year  ? 

Mr.  Thyson.  Yes. 

Mr.  Redfieiji.  And  the  other  item  is  $19,548  ? 

Mr.  Thyson.  Yes. 

Mr.  Redfield.  And  then  vou  add  an  item  of  $5,000  for  repairs  of 
all  kinds? 

Mr.  Thyson.  Yes.  sir;  and  janitor's  supplies. 

Mr-  Redfield.  And  janitor's  supplies? 

Mr.  Thyson.  Yes ;  and  improvements,  and  oils  and  grease. 

Mr.  Redfield.  You  add  $5,000  a  year  for  those  items? 

Mr.  Thyson.  Yes. 

Mr.  Redfield.  Now,  you  think  that  everything  in  the  way  of  sup- 
plies and  other  indirect  expenditures  would  be  included  in  that 
$5,000? 

Mr.  Thyson.  I  should  think  so;  yes. 

Mr.  Redfield.  Now,  is  it  not  a  fact  that  you  have  estimated  a 
thousand  dollars  too  little  the  amount  of  your  pay  roll  ? 

Mr.  Thyson.  Well,  that  varies,  Mr.  Redfield.  I  did  not  give  you 
the  exact  figures. 

Mr.  Redfield.  You  may  have  done  so,  may  you  not? 

Mr.  Thyson.  I  might  have  estimated  too  much.    I  do  not  know. 

Mv.  Redfield.  Is  it  not  a  matter  of  fact  that  these  figures  are  true, 
any  way,  if  you  will  take  them  down :  That  the  cost  of  cleaning  labor 
was  $6,112.50;  the  cost  of  elevator  conductors  was  $2,520;  and- that 
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the  cost  of  your  mechanical  force  was  $2,010,  making  a  total  of 
$10,642.60.    Will  you  say  that  is  not  so  ? 

Mr.  Thyson.  No,  sir. 

Mr.  Redfield.  You  will  not  say  it  is  not  so? 

Mr.  Thyson.  No,  sir. 

Mr.  Eedfield.  Now,  as  a  matter  of  fact,  is  it  not  true  that  your 
electric  current  is  costing  you  at  the  rate  of  $7,447.35,  mstead  of 
$4,200,  as  yon  have  stated  ? 

_  Mr.  Thyson.  How  much  is  that  a  month?     How  much  is  that 
figure? 

Mr.  Redfielo.  $7,447.35. 

Mr.  Thyson.  I  should  say  that  was  high,  Mr.  Eedfield. 

Mr.  Eedfield.  But  you  are  not  prepared  to  say  it  is  not  correct,  are 
you  ? 

Mr.  Thyson.  Net  having  the  figures  here,  I  would  not  dispute  it, 
but  I  know  from  my  own 

Mr.  Eedfield  (interposing).  So  yovu-  estimate  of  $4,200  a  year, 
based  upon  $350  a  month,  is,  after  all,  subject  to  revision  upwards,  is 
it  not,  Mr.  Thyson  ? 

Mr.  Thyson.  I  should  say  that  the  first  figures  I  gave  you  would 
stand  about  coixect. 

Mr.  Eedfield.  Now,  omitting  the  $1,000  excess  of  payroll  over 
what  you  have  stated,  and  omitting  the  $3,000  apparent  excess  of 
electrical  current,  or  suggested  excess  of  electrical  current,  over  what 
you  have  stated,  I  reach  an  operating  expense,  including  taxes,  of 
$39,848 — nearly  $40,000,  which,  with  these  other  items  of  operating 
expenses,  if  they  are  correct,  would  run  to  about  $44,000  a  year.  Are 
you  prepared  to  say  that  is  wrong? 

Mr.  Thyson.  I  feel  that  that  is  too  high. 

Mr.  Eedfield.  Have  you  any  accurate  data  by  which  you  can  show 
in  detail  how  it  is  too  high? 

Mr.  Thyson.  I  have  not  with  me,  no,  sir. 

Mr.  Redfiexd.  I  do  not  think  I  have  anything  further  to  ask  him. 

Mr.  Douglas.  Mr.  Thyson,  with  reference  to  the  fees  of  Mr.  Sim- 
mons, the  architect  employed  by  the  United  States  Trust  Co.,  do  you 
not  know  that  the  American  Association  of  Architects  fixes  a  fee  of 
6  per  cent  on  initial  work  of  construction  and  10  per  cent  on  all  altera- 
tion work? 

Mr.  Thyson.  I  have  some  recollection,  Mr.  Douglas,  that  it  is 
higher,  but  when  I  was  testifying  I  did  not  remember  the  percentage 
and  that  is  why  I  could  not  arrive  at  the  $6,000,  but  I  have  always 
had  it  in  my  mind  that  that  was  about  fair  when  I  talked  about  it 
with  Mr.  Jordan  and  Mr.  Henry. 

Mr.  Douglas.  Mr.  Eedfield  has  asked  you  a  question  about  what 
would  become  of  these  fixtures  and  to  the  building  corporation  and 
the  owners  of  the  building  if  the  trust  company  should  vacate  it 
before  the  lease  expires.  That  would  be  in  violation  of  the  terms  of 
the  lease,  would  it  not? 

Mr.  Thyson.  Yes. 

Mr.  Douglas.  And  you  will  remember  that  they  could  not  get  any 
rebate  for  these  improvements  unless  they  carried  out  the  terms  of 
the  lease  ? 

Mr.  Thyson.  Yes,  sir. 
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Mr.  Douglas.  Do  you  not  know,  Mr.  Thyson,  if  the  trust  company 
should  vacate  that  property  now  that  you  could  rent  it  for  at  least 
$5,000  more  per  annum  than  you  are  getting  from  them  ? 

Mr.  Thyson.  I  dO,  sir. 

Mr.  Douglas.  You  would  be  ver}'  glad  to  have  them  vacate  it, 
would  you  not? 

Mr.  Thtsox.  I  wish  they  would. 

Mr.  Douglas.  That  is  all. 

Col.  JuDsox.  Have  you  only  one  clerk? 

Mr.  Thyson.  I  only  have  one  office  clerk. 

Col.  JuDSON.  Well,  have  you  one  of  another  kind? 

Mr.  Thysox.  "Well,  I  have  an  engineer,  but  he  is  not  a  clerk. 

Col.  JuDSON.  You  ha^'e  only  one  clerk? 

Mr.  Thysox.  I  have  only  one  clerk. 

Col.  J(jDSox.  Xo  timekeeper  or  anything  of  that  kind? 

Mr.  Thyson.  I  just  have  an  enpineer. 

Col.  JuDSON.  Well,  I  am  asking  about  a  clerk. 

Mr.  Thyson.  Yes. 

Col.  JuDSON.  Well,  that  clerk  is  paid  by  the  insurance  company? 

Mr.  Thysox.  Yes. 

Col.  JuDSOx.  But  is  detailed  to  your  service? 

Mr.  Thysox.  Yes. 

Col.  JuDsox.  But  you  do  not  know  what  she  gets? 

Mr.  Thysox.  Yes;  she  gets  $50  a  month. 

Col.  JuDSOx.  Now,  with  reference  to  these  improvements  that  were 
made  in  the  Trust  Co.'s  quarters.  In  effect  you  rebate  some  of  the 
rent  during  the  first  10  years,  or,  in  other  words,  you  make  a  low 
rental  to  them  for  the  first  10  years  in  order  that  you  may  earn 
the  right  to  purchase  the  fixtures  at  the  end  of  10  years  at  one-half 
their  cost? 

Mr.  Thyson.  That  is  right. 

Col.  JuDSON.  Then  you  have  not  earned  any  of  these  fixtures  or 
any  part  of  them,  but,  in  effect,  you  will  earn  them  in  the  next  10 
years  by  giving  this  lower  rent  ? 

Mr.  Thyson.  Unless  they  move  out. 

Col.  JuDSON.  In  effect  the  trust  company  has  an  option  to  sell 
you  their  fixtures  at  half  their  cost  at  the  end  of  10  years  if  they  do 
not  move  out  ? 

Mr.  Thyson.  I  so  understand  the  lease. 

Col.  JuDSON.  So  you  do  not  own  these  fixtures  yet? 

Mr.  Thyson.  No  ;  I  could  not  say  we  actually  own  them.  We  have 
some  equity  there,  I  reckon. 

Col.  JuDSON.  I  will  ask  you  to  take  your  pencil  and  set  these  figures 
down.  Is  it  not  a  fact  that  the  cost  of  the  cleaning  labor  per  annum 
is  $6,112.50? 

Mr.  Thyson.  As  I  stated  to  Mr.  Eedfield,  I  have  not  my  pay  roll 
separated,  and,  therefore,  I  can  not  tell  you  that. 

Col.-JuDSON.  But  you  can  not  dispute  that  it  may  be  that? 

Mr.  Thyson.  I  can  not  dispute  it  because  I  have  not  the  figures. 

Col.  JuDSON.  It  may  be  $6,112.50? 

Mr.  Thyson.  It  may  be.     It  may  be  more  or  it  may  be  less. 

Col.  JuDSON.  Those,  I  may  say,  were  the  figures  that  you  furnished 
to  Capt.  Brook  and  Mr.  Ward. 

Mr.  Thyson.  If  I  furnished  them,  then  they  are  right. 
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Col.  JuDSON.  Now,  then,  the  salaries  of  the  elevator  conductors 

put  this  down— $2,520. 

Mr.  Thyson.  $2,520. 

Col.  JuDSON.  Do  you  think  that  is  correct  ? 

Mr.  Thyson.  I  feel  that  is  about  correct.     I  do  not  know,  sir. 

Col.  JuDSON.  About  right? 

Mr.  Thyson.  Yes,  sir. 

Col.  Jtjdson.  Now,  put  down  $2,948.76  for  coal  furnished  last 
year  by  the  White  Oak  Coal  Co. 

Mr.  Thyson.  Yes,  sir. 

Col.  JxjDSON.  Now,  your  mechanical  force;  what  would  you  say 
was  the  annual  cost  of  your  mechanical  force? 

Mr.  Thyson.  Well,  that  varies.  You  see  with  a  young  institution 
of  this  sort  we  have  skinned  along  with  very  little  of  a  mechanical 
force. 

Col.  JuDSON.  How  many  engineers  have  you? 

Mr.  Thyson.  One. 

Col.  JuDSON.  One? 

Mr.  Thyson.  Yes. 

Col.  JuDSON.  What  do  you  leave  there  at  night  ? 

Mr.  Thyson.  Just  the  watchman.  The  watchman  does  the  firing 
and  the  watching,  too. 

Col.  JuosoN.  You  would  dispute,  then,  or  you  would  be  sure  that 
it  was  incorrect  to  say,  that  the  cost  of  your  mechanical  force  was 
$2,010  per  annum? 

Mr.  Thyson.  No,  sir;  I  would  not  dispute  that.  It  seums  to  me 
that  I  had  some  talk  with  one  of  your  assistants  or  clerks  and  I 
gave  him  some  general  figures. 

Col.  JuDSON.  Yes. 

Mr.  Thyson.  And  I  would  not  want  to  be  held  to  them. 

Col.  Jtjdson.  Well,  put  that  down. 

Mr.  Thyson.  How  much  was  it? 

Col.  JuDSON.  $2,010;  and  I  would  ask,  if  you  find  any  of  these 
figures,  upon  your  return  to  your  office,  are  incorrect — I  would  sug- 
gest to  Mr.  Douglas,  if  I  may,  that  he  recall  you  so  you  can  demon- 
strate that  they  are  incorrect.     Now,  $2,010. 

Mr.  Thyson.  Yes,  sir. 

Col.  Jtjdson.  Now,  for  electric  current,  are  you  positive  that  with 
the  building  rented  as  it  is  now — very  completely  rented,  is  it  not; 
93  per  cent—and  you  furnish  the  lights,  do  you  not,  to  your  tenants  ? 

Mr.  Thyson.  Well,  not  to  the  Trust  Co. 

Col.  JuDSON.  No ;  but  to  those  above  the  first  floor  ? 

Mr.  Thyson.  We  do  to  all  the  office  tenants. 

Col.  JuDSON.  All  above  the  first  floor? 

Mr.  Thyson.  Yes,  sir. 

Col.  JuDSON.  Now,  are  you  sure  that  your  lighting  bill,  with  the 
building  rented  as  it  is  now,  will  not,  on  the  basis  of  yovir  bills — 
your  current  bills — amount  to  $7,447.35  per  annum  ? 

Mr.  Thyson.  I  am  not  sure  of  that.     I  can  not  tell. 

Col.  JuDSON.  Well,  then,  put  that  down,  please. 

Mr.  Thyson.  I  can  only  go  by  what  has  happened  in  the  past. 

Col.  Jtjdson.  I  uderstand. 

Mr.  Thyson.  Did  you  say  seventy-eight  hundred? 
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Col.  JuDsox.  $7,447.35.  Xow,  take  the  expense  of  management, 
and  renting,  and  salaries  not  detailed.  "We  have  no  salary  for  your- 
self yet;  no  salary  for  the  clerk;  no  expenses  for  advertising.  Do 
you  pay  any  commissions  to  any  agents  who  rent  offices  for  you  ? 

Mr.  Thyson.  Very  seldom. 

Col.  JtJDSON.  But  you  do  sometimes? 

Mr.  Thtson.  Occasionally,  if  a  real  estate  man  has  a  tenant. 

Col.  JuDSON.  So  that  is  an  occasional  expense  in  renting? 

^Ir.  Thyson.  "Well,  you  can  not  figure  it  now.  I  do  not  think  at 
this  date  I  would  care  to  do  it. 

Col.  JtJDSON.  Well,  you  could  not  figure  it  exactly,  you  mean  ^ 

Mr.  Thyson.  Well,  it  would  be  a  mighty  hard  thing  to  do  at  this 
time. 

Col.  JrosoN.  Well,  now,  what  Avould  you  group  in  the  expenses 
of  management?  That  is,  your  o^^n  salary,  the  salary  of  the  clerk, 
the  cost  of  the  commissions  occasionally  paid,  the  cost  of  advertising, 
the  salaries  of  the  watchman,  and  the  others  not  detailed  above;  that 
is,  not  including  the  cleaning  force  nor  the  mechanical  force? 

Mr.  Thyson.  Well,  that  watchman  is  included  in  that. 

Col.  JuDSON.  In  the  cleaning  force? 

Mr.  Thyson.  \o  :  in  the  mechanical  force. 

Col.  Ji  DsoN.  Well,  any  other  salaries  that  you  may  have  to  pay  and 
jjut  in  that  item,  if  you  please,  the  rent  which  you  doubtless  charge 
against  the  cost  of  management  in  renting  offices,  the  offices  that  you 
occupy  would  be  figured  at  about  what? 

ilr.  Redfield.  And  water  supply. 

Col.  .TiDsoN.  Yes;  well,  that  comes  in  later,  but  that  includes  the 
lighting  of  your  I'oom  and  everything — the  cleaning  of  it  and  so  on— 
your  offices.    How  many  offices  have  you — how  many  rooms? 

^Ir.  Thyson.  I  have  three. 

Col.  JuDSON.  Three? 

ilr.  Thyson.  Yes,  sir. 

Col.  Jtjdson.  What  is  the  rental  value  of  them,  about? 

]Mr.  Thyson.  We  never  have  fixed  a  rental  value  on  them  at  all; 
never  had  an  offer. 

Col.  Jt'dson.  Suppose  you  were  to  fix  a  rental  value  on  them,  what 
do  you  think  you  should  get  for  them  ? 

;Mr.  Thyson.  Well,  they  are  not  desirable. 

Col.  JrosoN.  Well,  they  have  somo  value,  have  they  not? 

^Ir.  Thyson.  Oh,  yes ;  I  should  say  so. 

Col.  JrnsoN.  What  would  you  figure  all  those  items,  grouping  them 
together — management,  renting,  salaries  not  detailed 

Mr.  Douglas.  "\'\liat  do  you  means  by  "  salaries  not  detailed  ? " 
Are  there  any  salaries  not  detailed? 

Col.  JrnsoN.  I  do  not  know. 

^Ir.  Thyson.  Oh,  I  should  sav  about  $3,000  a  year. 

Col.  JrnsoN.  $3,000. 

Mr.  Thyson.  Yes. 

Col.  JtJDSON.  Xow,  your  salary  is  two  thousand,  is  it  ? 

ilr.  Thyson.  Yes. 

Col.  JuDSON.  And  the  clerk  is  six  hundred? 

]Mr.  Thyson.  Yes.     I  am  putting  in  the  offices  at  three  hundred. 

Col.  JtJDSON.  At  three  hundred? 

Mr.  Thyson.  Yes. 
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Col.  JuDSON.  Now,  the  commissions  that  are  occasionally  paid- 


Mr.  Thyson  (interposing) .  They  have  been  so  small  that  I  could 
not  figure  them.  I  do  not  suppose  the  commissions  in  the  last  six 
months  have  amounted  to  a  hundred  dollars,  all  told. 

Col.  JuDSON.  How  much? 

Mr.  Thyson.  I  do  not  suppose  more  than  a  hundred  dollars,  all 
told. 

Col.  JuDSON.  In  a  year? 

Mr.  Thyson.  No;  I  said  in  the  last  six  months. 

Col.  JuDSON.  In  the  last  six  months? 

Mr.  Thyson.  Yes. 

Col.  JuDSON.  Say  $200  a  year. 

Mr.  Thyson.  If  you  want  to  put  it  in.  all  right. 

Col.  JuDSON.  I  want  to  put  it  in  if  it  belongs  in.  Now,  the  sta- 
tionery. You  use  stationery  and  postage  and  things  of  that  kind, 
do  you  not  ? 

Mr.  Thyson.  Well,  that  is  very  small. 

Col.  JuDSON.  Well,  about  how  big,  though  ?  You  have  to  pay  for 
it,  you  know. 

Mr.  Thyson.  We  have  to  pay  for  it,  but  it  is  so  small — I  do  not 
suppose  I  write — well,  certainly  not  over  two  letters  or  three  letters 
a  day.  That  would  be  6  cents  a  day.  Well,  say  75  cents  a  week  for 
postage. 

Col.  JuDSON.  For  postage  and  stationery? 

Mr.  Thyson.  A  dollar  a  week,  I  reckon,  would  cover  it. 

Col.  Jtjdson.  For  postage  and  stationery? 

Mr.  Thyson.  Yes. 

Col.  JuDSON.  That  is,  returning  the  bills  when  you  pay  them,  and 
all  that,  and  sending  out  checks  and  everything? 

Mr.  Thyson.  We  have  so  few  accounts  that  they  are  mostly  all 
delivered. 

Col.  JuDSON.  You  think  that  is  negligible,  but  you  might  put  it  at 
a  hundred  dollars  a  year? 

Mr.  Thyson.  You  might ;  yes,  if  you  want  to. 

Mr.  DoTJGLAS.  I  though  he  said  75  cents  a  month. 

Mr;  Thyson.  76  cents  a  week. 

Mr.  Douglas.  That  would  be  about  $48  a  year,  would  it  not  ? 

Col.  Jtjdson.  Yes.  Well,  I  was  putting  in  in  round  figures.  Now, 
do  you  know  what  the  advertising  rates  are,  about  ? 

Mr.  Thyson.  Well,  I  have  done  so  little  of  it  that  I  really  do  not 
know. 

Col.  Jtjdson.  What  would  you  pay  for,  say,  two  columns  all  the 
way  down  the  page  ? 

Mr.  Thyson.  Well,  I  do  not  do  that  kind  of  advertising. 

Col.  JuDSON.  Suppose  we  put  down,  say,  a  thousand  dollars  a  year 
for  advertising? 

Mr.  Thyson.  No;  I  will  not  put  that  down.  I  never  have  spent 
that  much  in  the  whole  lifetime  of  the  building. 

Col.  Jtjdson.  Well,  you  say  you  have  not  ? 

Mr.  Thyson.  No,  sir. 

Col.  Jtjdson.  But  others  must  have. 

Mr.  Thyson.  I  do  not  know  what  they  have  done. 

Mr.  DoTJGLAS.  I  object  to  Col.  Judson  asking  him  to  put  down  a 
thousand  dollars. 
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3Ir.  JoH^Sdx.  The  witness  has  stated  that  he  would  put  it  down 
only  as  Col.  Judsonls  figure. 

Mr.  Thtsox.  Yes,  sir;  I  do  not  agree  to  any  of  these  figures  at  all. 

Mr.  Douglas.  You  do  not  agree  to  any  of  them  at  all  ? 

Mr.  Thtsox.  Xo,  sir. 

Mr.  JoHxsox.  He  has  already  stated  he  is  putting  them  down  as 
Col.  Judson's  figures. 

Col.  JuDsox.  Then  I  will  take  it  in  this  way :  This  being  a  hypo- 
thetical case,  I  will  have  you  put  down  for  management,  renting-, 
salaries  not  detailed,  oiBce  rental,  and  advertising,  $7,500  a  year. 

yii:  DorfiLAS.  T  object  to  the  question  unless  Col.  Judson  states  to 
the  chairman  of  the  committee  and  the  members  of  the  committee 
that  he  intends  to  follow  up  that  hypothetical  question  by  proving 
the  fact. 

Col.  JuDsox.  Yes. 
.  Mr.  John- SOX.  Well,  as  I  understand.  Col.  Judson  started  out  upon 
this  line  by  submitting  some  figures  to  the  witness  to  take  down, 
simply  as  memoranda,  to  go  to  his  office  and  get  his  books  and  ac- 
counts and  verify  them,  and  then  come  back  and  report  as  to  whether 
Ihe  figures  submitted  by  Col.  Judson  are  right  or  Avrong. 

Col.  JiDSox.  That  is  exactly  what  I  was  trying  to  do,  and  I  would 
still  ask  that  these  hy]Dothetical  figures  be  verified  by  him  and 
reported  as  correct  or  incorrect. 

Mr.  Johnson.  The  whole  thing  implies  the  privilege  of  the  wit- 
ness coming  back  and  making  such  corrections  as  he  chooses. 

Col.  Jttdsox.  Now,  then,  with  that  understanding,  place  under  the 
$7,500  for  minor  repairs  to  building  and  plant,  $2,500  per  annum, 
and  place  under  that  for  i-enewal  of  the  electric  lamps — you  pay  for 
the  renewal  of  them,  do  you  not? 

Mr.  Thyson.  ReneAval  of  lamps;  yes,  sir. 

Ccl.  JiDsoN.  Put  down  $700  per  annum.  Now,  for  cleaning 
materials,  put  down  $900  per  annum.  For  supplies  for  elevators, 
put  down  $700  per  annum.  You  have  to  buy  new  cables  occasion- 
ally, and  all  that  sort  of  thing.  Supplies  for  toilets,  put  down  $4.50 
per  annum.  For  water  rental,  put  down  $340  per  annum.  For 
painting,  miscellaneous  painting,  put  down  $2,000  per  annum.  For 
removal  of  ashes,  put  down  $200  per  annum.  For  miscellaneous,  put 
clown  $692  per  annum.     Plave  you  got  all  those  figures  down  ? 

Mr.  Thyson.  No,  sir;  I  could  not  get  all  those  down.  I  will  ask 
the  stenographer  for  them. 

Mr.  Johnson.  The  stenographer  is  taking  them  down. 

Col.  Judson.  Now,  will  you  add  them  together  and  tell  me  the 
result.  You  can  not  add  them  together  unless  you  do  it  there  (hand- 
ing memorandum  to  witness) . 

Mr.  Thyson.  Suppose  I  just  take  your  figures  of  $37,000. 

Col.  Judson.  Just  call  out  the  figures. 

Mr.  Thyson.  Col.  Judson's  figures  show  $37,020.61. 

Col.  Judson.  With  the  understanding  that  you  will  produce  the 
other  figures,  if  they  are  incorrect? 

Mr.  Thyson.  Yes,  sir. 

Col.  Judson.  You  can,  of  course,  produce,  as  I  understand  it,  the 
electric  light  bills  and  water  bills  and  anything  you  desire? 

The  Chahiman.  But  he  just  reported  the  facts. 
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Mr.  Douglas.  You  do  not  know,  Mr.  Thyson,  about  those  figures 
that  he  has  down  here  ? 

Mr.  Thyson.  No. 

Mr.  Douglas.  You  do  not  know  whether  the  set  of  figures  which 
he  uses  is  the  basis  upon  which  he  operates  the  Government  build- 
ing? 

Mr.  Thyson.  That  sounds  lilie  Government-building  operation. 

Col.  JuDSON.  Have  you  ever  looked  into  the  cost  of  operating  any 
other  office  building  here  in  town  ? 

Mr.  Thyson.  For  comparison  of  operating?  Yes,  sir.  Not  in 
Washington;  no. 

Col.  JuDSON.  You  have  no  idea,  then,  what  it  costs  to  operate  the 
Colorado  Building? 

Mr.  Thyson.  I  know  it  costs  more  than  it  ought  to  cost. 

Col.  JuDSON.  Would  you  be  surprised  to  hear  that  it  cost  $22,516.68  ? 

Mr.  Thyson.  I  certainly  would. 

Col.  JuDSON.  None  of  the  items  being  estimated  in  that  case,  but  all 
furnished  by  the  management? 

Mr.  Thyson.  I  would  be  very  much  surprised. 

Col.  JuDSON.  You  doubt,  therefore,  that  those  are  the  costs? 

Mr.  Thyson.  No;  I  do  not  doubt.  Col.  Judson;  I  am  surprised  at 
the  figures ;  that  is  all. 

Col.  Judson.  Do  you  know  how  large  the  Colorado  Building  is 
in  square  feet  and  number  of  stories? 

JMr.  Thyson.  I  understand  it  is  about  60  per  cent  of  the  size  of 
our  building,  but  I  have  never  figured  it  out. 

Col.  Judson.  Is  it  not  less  than  60  per  cent,  about  57  per  cent? 

Mr.  Thyson.  About  57  per  cent. 

Col.  Judson.  Do  you  know  of  any  reason  why  it  should  cost  more 
to  operate  the  Colorado  Building  per  square  foot  than  the  Southern 
Building  ? 

Mr.  Thyson.  I  do  not  believe  I  want  to  pass  on  that. 

Col.  Judson.  Excejjt  as  you  have  already  stated  with  reference 
to 

Mr.  Thyson  (interposing).  I  do  not  believe  I  want  to  pass  on 
Mr.  Wickersham's  management. 

Col.  Judson.  You  know  of  no  reasons? 

Mr.  Thyson.  I  have  not  investigated ;  no. 

Col.  Judson.  I  have  no  further  questions. 

Mr.  Douglas.  If  you  can,  give  the  square  feet  of  the  Southern 
Building,  as  at  present  occupied. 

Mr.  Thyson.  The  square  feet? 

Mr.  Douglas.  Yes. 

Mr.  Thyson.  Do  you  mean  of  the  rentable  area  or 

Mr.  Douglas  (interposing).  First,  what  is  the  rentable  area? 

Mr.  Thyson.  There  is  13,500  feet  per  floor,  multiplied  by 

Mr.  Douglas  (interposing).  Well,  multiply  it. 

Mr.  Thyson.  About  128,000  feet  I  figure  it,  Mr.  Douglas. 

Mr.  Douglas.  That  is  the  area? 

Mr.  Thyson.  Eentable  area. 

Mr.  Douglas.  How  much  is  occupied;  I  believe  93  per  cent  is 
occupied  ? 

Mr.  Thyson.  Occupied. 
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Col.  JuDSON.  Mr.  Thyson,  what  has  been  j'our  experience  as  super- 
intendent of  buildings? 

Mr.  Thtsox.  I  have  been  superintending  property  and  building 
properties  about  15  years. 

Col.  JtJDSGX.  Where  were  you  located? 

Mr.  Thyson.  I  was  located  at  Baltimore  and  located  in  Wash- 
ington. 

Col.  JuDSox.  How  long  in  Washington? 

Mr.  Thyson.  I  have  been  in  Washington  most  of  my  lifetime,  with 
the  exception  of  a  few  years  I  spent  in  Baltimore. 

Col.  Jtjdson.  What  buildings  did  you  superintend  here  in  town  ? 

Mr.  Thtson.  I  did  not  superintend  any  particular  buildings.  I 
was  connected  with  a  concern  who  had  several  large  buildings  in  the 
city. 

Col.  JuDsoN.  Well,  what  buildings? 

Mr.  Thyson.  I  just  can  not  recall,  but  I  was  with  Thos.  G.  Hensey 
&  Co.  for  a  number  of  j-ears. 

Col.  Jttdson.  What  were  they? 

]SIr.  Thyson.  Thev  were  real  estate  and  insurance. 

Col.  JuDsoN.  Real  estate  and  insurance? 

Mr.  Thyson.  Yes. 

Col.  JuDSON.  Did  they  operate  buildings? 

Mv.  Thyson.  They  managed  buildings,  and  things  of  that  sort, 
during  their  lifetime.     They  have  passed  out  of  existence. 

Col.  JuDSON.  What  was  your  position  with  that  firm? 

Mr.  Thyson.  I  had  charge  of  their  rental  property. 

Col.  JuDSON.  You  did  no  superintending  of  buildings? 

Mr.  Thyson.  It  came  nnder  my  supervision;  yes,  sir. 

Col.  JtT)soN.  Were  yon  well  posted  at  that  time  on  the  cost  of 
operating  buildings  ? 

INIr.  Thyson.  Yes,  sir:  I  think  I  was:  and  then  since  I  took 
charge  of  the  Southern  Building  I  have  made  office-building  man- 
agement a  study. 

Col.  Jtjdson.  AMiat  buildings  did  you  study  other  than  the  South- 
ern Building  ? 

Mr.  Thyson.  I  studied  the  Equitable  Building  in  Baltimore,  the 
Continental  and  North  American  Building  in  Philadelphia,  and 
the  Brunswick  Building  in  New  York  City. 

Col.  JuDSON.  So  that  you  would  know  the  relative  cost  of  operat- 
ing these  different  buildings? 

Mr.  Thyson.  Yes,  sir. 

Col.  JuDSON.  As  compared  with  your  own  building? 

Mr.  Thyson.  Yes. 

Col.  Jtjdson.  And  what  did  you  find  ? 

Mr.  Thyson.  I  found  that  I  am  operating  a  great  deal  cheaper. 

Col.  Jtjdson.  You  are  the  cheapest  one  of  the  lot? 

Mr.  Thyson.  Yes,  sir. 

Col.  Jtjdson.  How  much  cheaper? 

Mr.  Thyson.  I  can  not  tell  you  the  percentage. 

Col.  JuDSON.  Not  very  much,  though,  was  it? 

Mr.  Thyson.  Yes ;  quite  large. 

Col.  Jtjdson.  Twenty  per  cent  ? 

Mr.  Thyson.  Well,  I  should  say,  compared  with  some  of  them,  yes. 

Col.  Jtjdson.  Maybe  30  per  cent  compared  with  others? 
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Mr.  Thtson.  I  would  not  say  30. 

Col.  JuDSON.  In  other  words,  this  is  the  cheapest  building  you 
know  anything  about,  isn't  it? 

Mr.  Thtson.  I  would  not  say  that  I  know  anything  about  it,  but 
I  will  say  this:  That  it  is  operated  as  cheaply  as  any  other  building 
around,  having  talked  with  other  jDeople  who  know. 

Col.  JuDSON.  You  regard  these  figures  that  we  have  given,  then, 
as  something  below  what  the  expense  might  be  expected  to  be  for 
such  a  building,  based  on  those  other  buildings  that  you  have  men- 
tioned ? 

Mr.  Thyson.  I  will  say  this  for  your  information,  if  you  do  not 
know  it:  That  the  buildings  in  Washington  are  operated  by  real- 
estate  men  and  not  by  building  managers.  The  Southern  Building 
i«  the  only  building  in  Washington  I  know  of  that  comes  directly 
under  the  charge  of  a  manager. 

Col.  Jtjdson.  You  think  they  are  operated  cheaper  that  way? 

Mr.  Thyson.  I  think  they  are  operated  cheaper  that  way  than  in 
any  other  waj'. 

Col.  JuDSOx.  Does  not  the  Colorado  Building  have  a  manager? 

Mr.  Thyson.  I  understand  Mr.  Wickersham  is  not  the  manager. 
He  looks  after  the  entire  Walsh  estate. 

Col.  JtJDSON.  He  is  a  very  good  business  man,  isn't  he  ? 

Mr.  Thyson.  I  should  think  so. 

Col.  Jtjdson.  You  should  think  he  kept  his  accounts  very  cor- 
rectly, and  distributes  them,  and  all  that? 

Mr.  Thyson.  I  should  think  so. 

Mr.  Douglas.  I  object  to  that.  This  witness  ought  not  to  be  asked 
those  questions. 

Col.  JuDSON.  That  will  be  all. 

ADDITIONAL  TESTIMONY  OF  LIEUT.  COL.  WILLIAM  V.  JUDSON, 
UNITED  STATES  ARMY. 

Mr.  Johnson.  Col.  Judson,  just  to  save  time  while  you  are  h?re, 
so  as  not  to  have  you  come  back  again,  we  have  been  having  expert 
testimony  of  a  number  of  architects,  one  of  whom  was  Mr.  Ashford, 
the  architect  for  the  District  of  Columbia. 

Col.  Judson.  Were  these  witnesses  all  architects,  furnished  by  the 
insurance  companies? 

Mr.  Johnson.  In  that  connection,  Colonel,  I  would  like  to  ask  you 
if  you  have  ever  seen  this  bill  [handing  paper  to  witness]  or  a  copv 
of  it,  Senate  bill  816? 

Col.  Judson.  Yes. 

Mr.  Johnson.  You  may  read  it. 

Col.  Judson  (reading)  : 

AN  ACT  To  provide  for  plans  and  specifications  tor  two  high  schools  in  the  District  of 

Columbia. 

Be  it  enacted  by  the  Senate  and  Hou.se  of  Rr'pypficntatii-rs  of  the  L'liitrtl  Statcts 
of  America  in  Congress  assembled,  Tliat  tlie  Commissiouers  of  the  District  of 
Columbia  are  hereby  authorized  to  use  so  much  as  may  be  necessary  of  any 
unexpended  balances  remaining  In  the  appropriations  for  the  purchnse  of  a  site 
for  a  new  Central  High  School  and  for  the  purchase  of  a  site  for  a  ne^y  M  Street 
High  School,  contained  in  the  District  appropriation  act  for  the  fiscal  year  l'.n2, 
approved  March  2,  1911,  for  the  employment  of  architectural  sevvifes  in  the 
preparation  of  plans  and  specifications  for  said  high  schools,  and  for  such  other 
personal  services  and  expenses  in  connection  therewith  as  may  be  necessary. 
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Mv.  JoHxsox.  Please  see  if  this  [handing  paper  to  witness]  is  a 
letter  addressed  by  the  commissioners  to  the  Senate  District  Com- 
mittee relative  to  that  bill. 

Col.  Jtjdsox.  I  presume  it  is;  res. 

Mr.  Johnson.  You  may  read  it,  please. 

Col.  JuDsoN.  It  is  dated,  "  Washington,  D.  C,  April  19,  1911." 

Hou.  J.  H.  Gallingeb, 

Chairman  of  the  Committee  on  the  District  of  Coliiiitlyia,. 

Viiitcil  States  f^cnatc.  Wa-thington,  D.  G. 

Sih:  The  Couimissiouers  of  tbe  District  of  Columbia  have  tlie  honor  to  for- 
ward herewith  draft  of  a  bill  to  provide  plans  and  speciticiitious  for  two  high 
schools  in  the  District  of  Columbia  and  to  request  its  enactment. 

In  the  District  appropriation  act  for  the  fiscal  year  1912,  approved  March 
2.  1911,  the  following  items  were  contained: 

■'  Fur  purchase  of  site  for  a  new  (.'entrnl  High  School,  approximately  400,000 
square  feet,  to  be  located  north  of  JI  Street  and  west  of  North  Capitol  Street, 

.'sIKI.fMX)." 

The  eonnnissiouers  have  acquired  as  a  site  for  the  new  Central  High  School 
all  of  the  land  bounded  by  Eleventh  and  Thirteenth  Streets,  Florida  Avenue, 
and  Clifton  Street,  containing  390,637  square  feet,  and  have  expended  therefor 
the  sum  of  ^234.40li.  leaving  a  balance  in  the  appropriation  for  the  site  of 
•Si. =5.60(1. 

The  CDniiiiissioners  propose  to  acquire  for  a  site  for  the  new  M  Street  col- 
ored high  school  ci'rtaiu  land  adjacent  to  the  site  acquired  for  a  colored  normal 
school  and  ap|iropriation  for  which  was  made  in  the  District  appropriation 
act  for  the  fiscal  year  1911.  There  will  be  a  balance  left  in  the  appi'opriatlon 
after  tliis  site  is  acquired. 

I'lans  are  now  being  prepared  for  the  colored  normal  school  by  the  employ- 
niont  of  architectural  services,  under  the  appropriation  for  the  construction 
iif  this  normal  school  contained  in  the  District  appropriation  act  for  the  fiscal 
year  1912.  The  relative  locations  of  this  normal  school  and  of  the  proposed 
new  i-olored  hi,i,'h  school  on  neighboring  sites  make  it  advisable,  in  order  to 
secure  harnionioTis  architectural  treatment,  to  employ  the  same  architect  for 
lioth  buildings,  and  if  this  bill  is  passed  this  can  be  done  and  designs  for 
both  buildings  made  at  the  same  time. 

The  preparation  of  plans  for  the  new  Central  High  School  involves  consider- 
.-ible  labor,  and  much  time  could  be  saved  if  authority  were  granted  the  com- 
missioners to  use  the  balance  of  the  appropriation  for  the  site  in  employing 
the  necessary  architectural  services  for  this  building. 

No  appropriations  have  yet  been  made  for  buildings  on  the  site  for  the  new 
Central  High  School,  which  is  intended  for  white  pupils,  nor  on  the  site  for 
tlie  new  colored  high  school,  but  items  will  be  submitted  to  Congress  for 
these  buildings  in  the  next  estimates  of  the  commissioners  to  Congress. 

If  plans  for  these  buildings  can  be  prepared  from  balances  left  in  the  appro- 
priations for  the   sites,  much  time  will  be  saved  in  the  construction  of  the 
buildings,  as  contracts  can  be  let  promptly  after  the  appropriations  for  the 
buildings  become  available, 
^'ei-y  respectfully. 

Board  of  Commissioners  District  of  Columbia. 
By  CuNo  H.  Rudolph,  President. 

Mr.  Johnson.  Col.  Judson,  you  have  read  from  the  letter  that 
$15,600  was  left  from  the  purchase  of  the  site  for  the  Central  High 
School.  How  much  was  left  from  the  purchase  of  the  site  from  the 
]M  Street  colored  school? 

Col.  JuDSON.  Well,  sir — let  me  see  if  I  can  get  it  from  this  figure. 
Well,  sir;  I  will  say  that  I  have  forgotten  what  was  left.  I  have 
fcigotten.  I  can  find  out  and  will  be  glad  to  let  you  know  to-mor- 
row, exactly. 

ilr.  Johnson.  All  right,  but  did  the  two  sums  not  amount  to 
something  like  $35,000  or  $36,000  ? 

Col.  JuDSON.  They  may  have,  but  I  am  not  certain.  I  will  write 
you  a  letter  and  give  it  to  you  exactly. 
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Mr.  Johnson.  How  did  that  bill  happen  to  be  introduced? 

Col.  JcDSON.  I  can  only  explain  the  argument  of  the  bill  in  the 
language  of  the  letter.  It  was  in  order  that  the  progress  might 
be  made  on  the  plans. 

Mr.  Johnson.  Who  prepared  the  bill  that  I  have  given  you? 

Col.  JuDSON.  This  particular  bill? 

3Ir.  Johnson.  Yes. 

Col.  JuDSON.  Let  me  see  if  I  can  tell.  Now,  I  imagine  that  that 
was  prepared  by  Mr.  Garges,  my  chief  clerk,  but  I  am  not  certain. 
Doubtless  at  my  direction.  It  may  have  been  prepared  by  Capt, 
7\[arkham. 

Mr.  Johnson.  It  may  be  properly  called  a  bill  prepared  by  the 
Commissioners  of  the  District? 

Col.  JuDsoN.  Yes,  I  think  so.  That  is  my  recollection,  that  wc 
asked  to  have  it — yes,  we  sent  up  a  draft  and  asked  to  have  it  in- 
troduced. 

Mr.  Johnson.  Colonel,  you  ask  in  there  for  this  large  sum  of 
money  to  be  paid  to  an  architect.  To  what  architect  did  you  con- 
template paying  it? 

Col.  JuDSDN.  I  contemplated  making  plans,  having  a  Mr.  Ittner, 
of  St.  Louis,  make  the  plans  for  the  new  Central  High  School  and  I 
had  no  plans  at  that  time  for  the  other  school,  but  I  had  in  mind,  of 
course — I  had  talked  with  him  about  it  when  he  cast  it  over.  Mr. 
Cass  Gilbert  was  on  the  Fine  Arts  Commission  and  there  was  some 
dispute  between  other  architects  and  the  Fine  Arts  Commission  as  to 
whether  the  Georgian  style  of  architecture  could  be  adapted  to  school 
use.  Mr.  Cass  Gilbert  held  that  it  could,  and  properly  held  that  it 
could,  and  he  was,  of  course,  our  architect;  and  here  was  a  small 
building  that  he  said  at  the  time  he  would  be  willing  to  undertake, 
but  as  a  matter  of  fact  he  was  unable  to  undertake  it  later  on  when  I 
took  it  up  with  him  after  the  authority  was  given  us  to  use  this 
balance  in  the  appropriation  act.  ^ 

Mr.  Johnson.  Col.  Judson,  how  much,  offhand,  have  you  ever  paid 
for  architect's  fees  during  the  time  that  you  have  been  Commissioner 
of  the  District? 

Col.  Judson.  I  do  not  laiow,  sir,  but  I  would  be  very  glad  to  fur- 
nish that  in  a  letter. 

Mr.  Johnson.  Please  do  that,  but  before  doing  it  could  you  give  us 
a  rough  approximation? 

Col.  Judson.  Well,  I  would  hate  to  give  you  a  rough  one  when  I 
can  give  you  an  exact  one  in  an  hour  or  two. 

Mr.  Johnson.  All  right.  For  what  buildings  were  those  architect's 
fees  paid  ? 

Col.  Judson.  I  could  not  tell  you  that.  I  can  tell  you  some.  For 
example,  this  colored  normal  school,  we  employed  Mr.  Dessez,  of 
AA^ashington,  Leon  Dessez  to  make  the  plans  for  the  colored  normal 
school.  I  think-  for  the  white  normal  school  Ashford  made  the  plans ; 
that  is,  various  changes  that  were  prepared.  There  is  such  diversity — 
we  give  out  sometimes  about  half  of  the  buildings  and  make  a  few  for 
ourselves  and  I  would  hate  to  try  to  remember. 

Mr.  Johnson.  Will  you  include  m  that  statement  that  you  are 
going  to  send  the  number  of  buildings,  upon  which  you  paid  out  any 
architect's  fees  to  architects  from  the  time  you  were  Commissioner? 


1330  IXVESTIGATION    OF    INSURANCE    COMPANIES. 

Col.  JrDStix.  Yes;  complete  as  possible  for  the  four  years  that  I 
have  been  Commissioner. 

Mr.  Johnson.  Do  you  remember  coming  to  me  as  a  member  of  the 
committee  on  the  District  of  Columbia  very  early  in  the  extra  session 
of  the  present  Congress  to  urge  the  passage  of  the  bill  which  we  now 
have  before  us? 

Col.  JuDSox.  I  think  I  did;  I  think  so. 

'Mr.  JoiixsoN.  Do  you  recall  the  reasons  that  you  gave  to  me  for 
wanting  that  bill  passed? 

Col.  JuDSON.  Xo;  I  can  not  recall  them  now.  I  can  hardly  recall 
going  to  you.  I  can  not  recall  it  in  detail.  T  imagine  at  that  time 
I  used  to  go  to  you  and  try  to  get  the  bill  through. 

Mr.  Johnson.  Yes.  One  of  your  reasons  for  wanting  the  bill 
passed  ^^•as  in  order  to  get  the  money  quickly,  and  get  at  the  erection 
of  the  building,  was  it  not? 

Col.  JuDSox.  Yes;  it  was;  to  get  the  plans  under  way. 

Mr.  JoHxsox.  Colonel,  please  try  and  recall 

Ciil.  JiasdN  (interposing).  At  least  I  suppose  that  was  it.  That 
was  the  reason  given  there  (referring  to  letter  heretofore  read  in 
evidence)  among  others. 

Mr.  Johnson.  Please  try  and  recall  whether  or  not  in  this  conver- 
sation which  took  place  at  the  desk  over  there  in  the  southwestern 
comer  of  the  room,  very  near  wliere  Mr.  Gore,  the  clerk  of  the 
committee  is  no\\-  standing,  you  told  me  that  Mr.  Ashford  was  not 
competent  to  do  this  work? 

Col.  JiTDSON.  "Well,  sir,  I  do  not  remember  that,  but  I  may  have 
said  this,  and  very  likely  did.  that  I  did  not  regard  Mr.  Ashford  as 
sufficiently  accomplished  on  the  artistic  side,  to  design  such  a  build- 
ing as  oui'  new  Central  High  School,  which  was  to  be  the  keystone 
of  our  intellectual  system,  so  far  as  the  buildings  are  concerned,  and 
I  wanted  to  get  the  very  best  architectural  services  in  the  country, 
and  I  did  not  think  that  Mr.  Ashford,  on  the  artistic  side,  is  equal 
to  ^Ir.  Cass  Gilbert,  or  Mr.  McKim,  or  Mr.  Dessez,  or  various  others, 
but.  I  think,  as  superintendent  of  construction  and  to  execute  work 
that  he  is  superior  perhaps  to  any  of  those  I  mentioned,  because, 
while  he  may  not  have  the  artistic  sense  so  highly  developed,  yet  he 
is  a  very  i^ractical  man,  and  gets  more  money  than  most  of  the  trade 
or  sujDerintendents  of  construction  or  superintending  architects.  I 
regard  him  as  a  remarkably  good  man  in  that  way. 

Mr.  Johnson.  Colonel,  see  if  you  can  remember,  upon  reflection— 
from  my  inviting  your  attx?ntion  to  it — whether  or  not  in  that  con- 
versation you  told  me  that  the  outside  fees  which  you  had  to  pay 
were  because  of  the  fact  that  you  could  not  get  a  competent  architect 
for  the  amount  allowed  in  the  appropriation  bill  with  which  you 
could  get  one. 

Col.  Juosox.  I  doubt  whether  I  put  it  just  that  way.  Now,  I  am 
saying  what  I  think  I  would  have  said,  not  what  I  remember  having 
said  at  all,  and  what  I  would  still  say,  that  for  $3;600  a  year  you 
could  not  expect  to  get  an  architect  of  the  class  of  Mr.  Ittner  or 
Mr.  Cass  Gilbert,  with  the  artistic  side  highly  developed,  and  there- 
fore a  good  architect,  whom  I  would  wish  to  design  every  public 
building  in  Washington. 

Mr.  JoHxsox.  Colonel,  you  will  submit  to  the  committee  a  sworn 
statement  as  to  the  number  nf  timps  that  vou  have  employed  or  that 
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the  Commissioners  have  employed,  during  your  tenure  of  office,  an 
outside  architect,  together  with  the  fees  paid  each  and  e^•ery  one 
of  them. 

Col.  JuDSON.  Very  well. 

Mr.  Johnson.  I  may  state  to  the  committee  that  if  you  desire  to 
introduce  me  as  a  witness  I  shall  speak  under  oath.  I  will  state  that 
Col.  Judson  made  the  statements  to  me  which  I  have  just  indicated. 
If  the  committee  desires  it,  I  will  be  sworn. 

Mr.  Douglas.  I  suggest  that  the  chairman's  statement  be  put  upon 
the  record  as  part  of  the  record  without  the  formality  of  an  oath. 

Mr.  Johnson.  Mr.  Redfield  is  the  next  member  of  the  committee. 
If  you  say  so,  Mr.  Redfield,  I  will  be  sworn. 

Mr.  Redfield.  I  am  satisfied  with  your  statement,  if  I  may  also  be 
permitted  to  make  one. 

Mr.  Johnson.  Certainly. 

Mr.  Redfield.  Col.  Judson,  Mr.  Ittner  is  a  well-known  specialist 
in  high  schools  in  St.  Louis? 

Col.  Judson.  I  imagine  so.    He  is  a  designer  of  high  schools. 

Mr.  Redfield.  He  is  considered  one  of  the  foremost  specialists  in 
that  particular  branch  of  the  work  in  the  country  ? 

Col.  Judson.  Yes,  sir. 

Mr.  Redfield.  Mr.  Cass  Gilbert  was  the  architect  of  the  New  York 
Customhouse  ? 

Col.  Judson.  Yes,  sir. 

Mr.  Johnson.  And  either  one  of  these  gentlemen,  as  a  matter  of 
common  knowledge,  receives  many  times  as  much  for  a  single  building 
as  the  municipal  architect  is  paid  per  annum? 

Col.  Judson.  Yes,  sir. 

Mr.  Redfield.  Col.  Judson,  do  you  remember  taking  me  to  the 
site  of  the  new  Central  High  School  in  the  early  part  of  1911  ? 

Col.  Judson.  I  think  I  did;  yes. 

Mr.  Redfield.  And  pointing  out  to  me  that  there  was  an  unex- 
pended balance  of  moneys  for  the  purchase  of  the  land;  that  it  was 
desirable,  in  order  to  save  time,  to  have  that  money  utilized  for  pre- 
paration of  plans,  pending  the  authorization  of  the  building,  saying 
to  me  that  you  proposed  to  employ  Mr.  Ittner  of  St.  Louis,  because 
he  vv'as  a  well  known  specialist  in  such  high  schools,  and  because  this 
was  the  central  point  of  the  school  system,  and  suggesting  that  I 
might  do  what  I  could  to  assist  in  having  the  money  dnlj  authorized 
10  be  spent  in  that  way  ?    Do  you  recall  that  ? 

Col,  Johnson.  That  is  my  recollection. 

.^[r.  Redfield.  I  will  say  for  the  record,  then,  and  will  go  upon 
the  stand,  if  I  am  wanted,  and  swear  to  it,  (hat  that  statement  was 
made,  and  at  that  time  nothing  whatever  was  said  as  to  ]\fr.  Ash- 
furd's  being  incompetent  or  in  any  respect  unfit  in  any  Avay,  but  that 
the  whole  reason  given  was  that  of  employing  public  funds  which 
had  been  saved  out  of  a  previous  appropriation  for  tlie  employment 
of  the  leading  specialist  in  the  country  to  do  a  particular  job. 

Mr.  Johnson.  Judge  Prouty,  do  you  desire  to  a.sk  any  questions ' 

Mr.  Prouty.  No;  I  do  not  want  to  swear  to  anything.  I  might 
swear  at  something.    [Laughter.] 

^Ir.  Johnson.  Mr.  Redfield,  upon  the  occasion  of  that  conversation 
did  you  ask  Col.  Judson  anything  about  the  competency  of  the  pres- 
ent architect  of  the  District  of  Columbia? 
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Mr.  Redi-ield.  I  did  not,  for  the  obvious  reason  that  it  would  li^ 
absurd  to  expect  a  man  who  was  receivino;  $3,600  even  so  much  as  to 
undertake  the  preliminary  sketches  for  a  great  high  school  building 
of  this  character,  requiring  the  services  of  one  of  the  foremost  men 
in  the  country,  who  alone  would  be  competent  to  do  the  work.  Any 
other  supposition  would  be  so  ridiculous  as  to  be  unworthy  of  my 
thought,  and  I  did  not  think  of  it. 

]\rr.  JoHKSOX.  The  suggestion  w:i&  ho  absurd  and  so  ridiculous 
that  I  did  ask  Col.  Judson,  and  in  response  I  say  that  he  told  me 
that  ^Ir.  Ashford  was  not  competent  to  do  the  work. 

Col.  Judson,  have  you  ever  employed  either  of  the  architects  jiisl 
named  in  any  work  in  the  District  ? 

Cdl.  Judson.  Mr.  Ittner  is  now  making  the  plans  for  the  Central 
High  School.  He  appeared  with  me  before  the  Appropriations 
Committee  the  other  dav  and  asked  for  an  appropriation  of 
$1.200.000 

^Ir.  JoHJssox.    (Interposing.)    How  much  is  that  to  cost? 

Col.  JuDSOX.  $1.'J00,000,  including  manual  training  engines,  whicli 
T  attempted  to  have  the  educational  authorities  approve  for  the 
manual  training  school,  and  including  terracing  of  the  ground, 
luiilding  of  the  necessary  retaining  walls,  and  fences,  and  the  play- 
ground. 

Mr.  Joiixsux.  What  is  the  most  expensive  building  that  the  mu- 
nicipal architect  has  put  up  independent  of  outside  assistance,  and 
vihat  is  that  building^ 

Col.  JrnsdN.  Well,  sir,  so  far  as  that  goes,  he  is — in  one  sense 
he  has  put  them  all  up,  because  Mr.  Ittner  will  merely  furnish  the 
j)lans  and  specifications.  Mr.  Ashford  will  do  all  the  business,  let- 
ting the  contracts  and  causing  the  work  to  be  executed,  superin- 
tending the  work.  I  do  not  know  whether  that  would  be  included 
in  an  answer  to  your  question  or  not. 

Mr.  JoHNSO>;.  No;  I  don't  think  it  is  an  answer  to  my  question. 

Col.  Judson.  I  have  forgotten  it. 

ilr.  Johnson.  The  stenographer  will  read  it,  please. 

The  stenographer  read  the  question. 

Col.  Judson.  Well,  sir,  I  suggest  that  as  expensive  a  building  a? 
he  has  built  of  any  size  is  the  normal  school  that  has  just  been 
completed  upon — I  thinlc  it  is  Eleventh  Street  and  Harvard  Streets— 
which,  I  believe,  cost  some  17  or  18  cents  per  cubic  foot. 

Mr.  Johnson.  Has  he  ever  put  up  a  building  costing  as  much, 
without  outside  assistance,  as  29  cents  a  foot? 

Col.  Judson.  I  do  not  think  that  the  buildings  that  he  has  put  up 
have  cost  either  more  than  or  less  than  those  which  were  designed 
by  other  architects.  They  nm  about  the  same;  17  cents  or  18  cents 
is  about  as  high  as  our  school  buildings  will  go.  Mr.  Ashford,  how- 
ever, when  I  came  here  and  for  a  long  time  theretofore  was  the 
building  superintendent  of  the  District  of  Columbia,  supervised 
the  building  of  all  buildings  within  the  District  of  Columbia  for 
a  number  of  years  and  was  very  familiar — and  far  more  familiar, 
I  believe,  than  anybody  in  the  District  of  Columbia — with  building 
operations  in  the  District  of  Columbia.  He  became  municipal  archi- 
tect at  that  time,  and  he  has  been  that  before,  without  being  so 
termed.    He  had  been  municipal  architect  before  that,  although  not 
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SO  termed,  in  addition  to  his  duties  as  supervising  the  construction 
of  all  buildings  within  the  District  of  Columbia.  That  is,  in  a  gen- 
eral way,  all  buildings — not  Government  buildings. 

Mr.  Johnson.  Colonel,  would  you,  as  an  individual,  if  you  had 
been  erecting  the  Southern  Building  as  your  own  property,  have 
turned  it  over  to  the  municipal  architect  to  do  the  job  completely 
without  outside  assistance  ? 

Col.  JuDSON.  I  would  prefer  him  to  any  man  I  know  to  build  the 
building;  yes,  sir.  That  is,  to  let  the  contract,  to  advise  me  as  to 
whether  the  prices  were  right,  and  supervise  the  execution  of  the 
contracts.  I  would  think  he  would  be  entirely  competent  also  to 
design  the  building.  I  know  he  would.  But  the  decorative  features, 
he  might  not  be  equal  to  Mr.  Ittner. 

Mr.  Johnson.  I  will  repeat  the  question,  Colonel.  Would  you, 
as  an  individual,  if  you  were  going  to  erect  the  Southern  Office 
Building  at  your  own  expense,  and  as  your  own  property,  have 
turned  the  matter  over  entirely  to  Mr.  Ashford,  he  not  to  have 
outside  assistance? 

Col.  JuDSON.  Well,  I  probably  would  cogitate  over  that.  I  would 
not  decide  that  right  offhand. 

Mr.  Johnson.  You  have  some  doubts  about  it  ? 

Col.  JtJDSON.  Well,  I  would  have  some  doubts  about  what  architect 
I  would  employ.  I  would  not  decide  that  in  a  minute.  I  would 
naturally  think  about  it,  certainly  for  more  than  a  minute. 

Mr.  Johnson.  Would  you  say  that  you  would  give  it  to  him  ? 

Col.  JuDSON.  I  would  say  that  I  might  give  it  to  him;  especially 
I  might  give  it  to  him  if  I  could  tell  him  to  make  it  in  the  architec- 
tural treatment,  the  exterior  architectural  treatment,  like  some  other 
building,  where  his  artistic  talent  might  not  be  so  much  involved. 

Mr.  Johnson.  Well,  that  will  answer  it. 

TESTIMONY  OF  STEPHEN  P.  SPITZ. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Redfield.  What  is  your  name  ? 

Mr.  Spitz.  Stephen  P.  Spitz. 

Mr.  Redpield.  And  what  is' your  business,  Mr.  Spitz? 

Mr.  Spitz.  Manager  of  the  Washingtoh  branch  of  the  Derbv 
Desk  Co. 

Mr.  Redfield.  Mr.  Spitz,  did  vour  company  do  work  for  the 
fitting  up  of  the  offices  of  the  United  States  Trust  Co.  ? 

Mr.  Spitz.  We  did. 

Mr.  Redfield.  In  the  Southern  Building? 

Mr.  Spitz.  Yes,  sir. 

Mr.  Redfield.  What  was  the  contract  amount  of  the  work  done 
by  you  for  them  ? 

Mr.  Spitz.  Well,  I  can  not  recall  exactly.  I  came  up  here  Avith- 
out  any  data,  having  received  the  call  by  phone;  but  I  think  the 
amount  of  our  work  was  approximately  $45,000.  I  can  give  you 
the  figures. 

Mr.  Redfield.  Was  any  distinction  made  by  you  between  that 
portion  of  the  work  which  was  done  for  the  account  of  the  United 
States  Trust  Co.  and  for  the  account  of  the  Southern  Building  itself? 

Mr.  Spitz.  No,  sir. 
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jlr.  EEDriELD.  Under  whose  direction  did  you  do  the  work' 

Mr.  Spitz.  Under  the  direction  of  ^Ir.  B.  Stanley  Simmons,  the 
architect. 

ilr.  Eedfield.  Did  he  furnish  you  the  designs  ? 

]Mr.  Spitz.  He  furnished  us  the  plans  and  the  designs  for  the 
work. 

Mr.  Eedfield.  Was  the  work  all  of  a  special  character? 

:\Ir.  Spitz.  All  of  it. 

Mr.  Eedfield.  There  was  nothing  of  a  standard  character  in  it? 

ilr.  Spitz.  Xothing  whatever. 

^fr.  Eedfield.  Was  the  work  of  such  a  nature  as  to  be  suited  es- 
pecially for  that  room? 

^Ir.  Spitz.  AVe  considered  it  so. 

^Ir.  Eedfield.  And  if  removed  from  that  room,  would  it  have 
much  secondhand  value? 

Mr.  Spitz.  If  removed  from  that  room  ? 

^Ir.  Eedfield.  Yes. 

Mr.  SriTz.  "Why,  where  a  banking  institution  or  high-class  real 
estate  office  or  concern  that  requires  office  fixtures  of  that  character, 
it  would  have  practically  the  same  value  it  has  now,  less  the  cost 
of  remodeling,  for  the  reasdn  that  it  is  the  highest  class  work  that 
can  be  reproduced. 

Mr.  Eedfield.  It  could  be  refitted  and  made  suitable  for  other 
offices  ? 

Mr.  Spitz.  Yes,  sir. 

^Ir.  Eedfield.  Can  you  not  state  exactly  what  the  amount  of  your 
contract  was? 

ilr.  Spitz.  I  can  not.  I  could  give  you  the  figures,  but  I  haven't 
them  right  here. 

^Ir.  Eedfield.  The  request  of  the  committee  was  to  ask  you  to  come 
here,  together  with  all  papers  and  data  bearing  upon  this  case. 

]\Ir.  Spitz.  "Well,  in  the  first  place,  I  could  not  come  with  all  the 
papers.  The  vouchers  are  all  in  the  possession  of  the  United  States 
Trust  Co.,  and  within  the  last  few  months  we  have  transferred  our 
books  to  the  home  office  in  Boston,  and  they  do  the  billing  direct  over 
there  now,  although  I  have  some  memoranda  up  at  the  office  which  I 
could  furnish  you.  In  fact,  I  think  if  I  go  through  my  correspond- 
ence files  very  carefully,  I  could  get  the  exact  total  amount. 

Mr.  Eedfield.  "NAIiat  proportion  of  it  was  for  desks? 

ilr.  Spitz.  Very  little  of  it,  for  the  reason  that  Ave  did  not  get  the 
contract  for  the  removable  furniture.  We  only  had  the  fixed  fur- 
niture. 

]Mr.  Eedfield.  The  standing  desks  within  the  rail ;  did  you  supply 
those  ? 

]Mr.  Spitz.  The  fixed  standing  desks;  yes,  sir.  That  is  right 
directly  in  back  of  the  screen.  But  the  single  bookkeeper's  desk  we 
did  not  furnish. 

ilr.  Eedfield.  The  removable  desks?     This  standing  furniture  of 
which  you  speak  is  of  a  nature,  however,  that  can  be  removed? 
Mr.  Spitz.  Oh,  yes;  that  is  separate  from  the  other. 
^.Ir.  Eedfield.  And  it  can  be  detached  from  the  building? 
]Mr.   Spitz.  Yes,  sir. 

Mr.  Eedfield.  So  that  the  offices  could  be  utilized  without  supply- 
ing them  for  other  purposes? 
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Mr.  Spitz.  If  they  were  removed  and,  remodeled  to  suit  the  other 
conditions  which  might  exist. 

Mr.  Redfield.  Is  there  any  portion  of  it  which  could  not  be  utilized 
in  another  office  of  a  similar  character  in  another  building,  if  it 
belonged  to  the  tenant  and  he  chose  to  take  it  away? 

Mr.  Spitz.  Every  part  of  it. 

Mr.  REDriELD.  It  is  portable  in  its  character  ? 

Mr.  Spitz.  Why,  it  is  portable  in  a  way.  It  is  not  what  we  desig- 
nate as  portable  furniture,  but  it  can  be  taken  down.  It  is  all  put 
up  in  sections.  The  bronze  bank  screen  can  be  taken  apart,  the 
marble  can  be  taken  down,  the  same  as  any  kind  of  desk  Avork. 

Mr.  Eedfield.  Does  it  form  any  portion  of  the  present  building 
structure  itself? 

Mr.  Spitz.  Well,  it  does  in  a  way,  where  it  abuts  the  building. 
For  instance,  at  the  H  Street  corridor  and  the  Fifteenth  Street  side. 

Mr.  Redfield.  You  mean  that  it  is  fastened  to  the  wall  at  that 
point  ? 

Mr.  Spitz.  Yes,  sir. 

Mr.  Redfield.  Suppose  the  tenant  fancied  to  have  his  office  re- 
furnished and  refitted  entirely,  could  he  not  detach  this  and 
physically,  at  least,  remove  it  and  put  other  in  without  altering  his 
room  ? 

Mr.  Spitz.  Certainly. 

Mr.  Redfield.  How  is  it  fastened  to  to  the  wall?     By  screws? 

Mr.  Spitz;  What  we  call  lag  screws,  fastened  into  the  concrete 
floor — ^the  concrete  foundation. 

Mr.  Redfield.  Ordinary  lag  screws,  several  inches  in  length? 

Mr.  Spitz.  About  12  inches  long.  There  is  a  steel  framing  be- 
tween the  marble  and  the  marble  back,  and  that  steel,  framing  is  fas- 
tened to  the  concrete  beams  by  these  bolts,  which  are  screwed  in  the 
cement. 

Mr.  Redfieuo.  What  did  your  contract  include? 

Mr.  Spitz.  It  included  the  bank  screens,  the  vestibule,  the  safe- 
deposit  screen,  mahogany  wainscoting,  the  side  lockers,  certain  par- 
tition work  in  the  basement,  and  the  entire  trim,  which  is  all  ma- 
hogany, for  the  windows. 

Mr.  Redfield.  Did  you  take  out  the  trim  that  was  there  before  ? 

Mr.  Spitz.  There  was  no  trim  there.  The  trim  had  been  left  off. 
And  also  included  certain  changes  in  connection  with  the  windows 
on  both  sides,  and  those  muUions  were  moved  and  made  into  large 
windows.  They  made  that  change  with  a  view  to  adding  to  the 
appearance  of  the  building. 

Mr.  Redfield.  Did  the  contract  price  of  your  work  include  remov- 
ing the  mullions  and  putting  in  the  new  work  ? 

Mr.  Spitz.  Xot  the  original  contract.  It  was  an  extra.  We  were 
called  upon  to  do  it  on  account  of  having  a  very  efficient  force  of 
mechanics  on  the  premises. 

Mr.  Redfield.  Will  you  furnish  to  the  committee  a  written  state- 
ment of  the  details  of  your  contract  and  the  amount  of  it,  Mr.  Spitz  ? 

Mr.  Spitz.  Yes,  sir. 

Mr.  Redfield.  Please,  so  it  can  be  made  a  part  of  the  record.  That 
is  all. 

Mr.  Douglas.  There  was  quite  a  little  work  done  there  by  the 
United  States  Trust  Co.  that  was  not  included  in  your  contract  ? 
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Mr.  Spitz.  Oh,  considerable.  We  had  notliing  to  do,  Mr.  Douglas. 
I  believe  they  took  out — it  was  two  floors — and  they  took  out  all  of 
that  work  and  the  plumbing.  AA"e  had  nothing  to  do  with  thut  or 
the  electric  wiring. 

Mr.  Douglas.  You  had  nothing  to  do  with  the  plumbing  either  ? 

Mr.  Spitz.  Xo,  sir. 

^Ir.  Douglas.  Xor  with  the  heating  arrangement? 

Mr.  Spitz.  Xor  with  the  decorations,  lighting  fixtures. 

Mr.  Douglas.  You  had  nothing  to  do  with  the  excavations  or 
lights  for  the  cellar  on  the  Fifteenth  Street  side,  or  H  Street  side? 

Mr.  Spitz.  Xo,  sir. 

Mr.  Douglas.  As  a  matter  of  fact,  Mr.  Spitz,  all  that  material 
you  put  in  there  in  the  shape  of  equipment  to  the  bank,  if  left  there 
at  the  expiration  of  ten  years,  would  be  as  good  for  banking  purposes 
as  it  is  to-day? 

Mr.  Spitz.  Absolutely. 

Mr.  Douglas.  Absolutely  as  good  ?  Is  it  not  of  the  highest  class 
material  as  to  design  and  qualitv  that  can  be  gotten  in  the  Ignited 
States  I 

'Sir.  Spitz.  Yes,  sir.  The  bronze  work  is  the  Gorham  ^lanufac- 
turing  Company,  which  has  the  reputation  of  making  the  finest 
work  of  that  character. 

Air.  Doi'GLAS.  The  marble  that  you  put  in  there  that  one  of  the 
architects  referred  to  yesterday,  as  thinking  it  was  artificial  when 
he  first  saw  it,  is  a  high  grade  Italian  marble,  is  it  not,  unusual  mar- 
ble, or  unusual  to  Wasliington? 

Air.  Spitz.  It  is  very  unusual  marble.  It  was  what  they  call  For- 
mosa, a  German  marble,  and  it  is  one  of  the  best  for  work  of  that 
kind  in  Washington,  to  my  knowledge,  and  there  has  been  veiy  little 
of  it  used  on  aceoimt  of  the  expense.  It  takes  a  great  deal  of  care 
and  selection  in  matching  it,  to  give  it  the  proper  effect. 

Mr.  Dui  GLAS.  Is  it  not  true  that  the  work  done  there  on  the  build- 
ing makes  it  more  attractive  in  appearance  than  it  was  before? 

Air.  Spitz.  In  my  opinion  I  would  say  so,  decidedly. 

TESTIMONY  OF  JOHN  M.  WARD. 

The  witness  was  duly  sworn  by  the  chairman. 

Col.  JuDSON.  Mr.  Ward,  will  j^ou  give  your  name  and  present 
occupation  to  the  stenographer? 

Mr.  Ward.  Clerk  in  charge  of  maintenance  of  the  District  Build- 
ing. 

Col.  JuDSON.  Mr.  AA^ard,  at  my  direction,  and  by  direction  of 
others  of  your  superiors,  have  you  from  time  to  time  made  investi- 
gation of  the  cost  of  operating  other  buildings  within  the  District 
of  Coliuubia  for  comparison  with  the  cost  of  operating  the  District 
Building  ? 

Mr.  AV^AED.  I  have,  sir. 

Col.  JuDSON.  Have  you  recently  investigated  the  ccst  of  operatiiifr 
the  Colorado  Building? 

Mr.  Ward.  Yes,  sir;  about  a  month  ago. 

Mr.  Douglas.  The  question,  as  I  understand  it,  is  simply  whether 
he  has  in  the  past  made  certain  comparisons  for  the  purpose  of  de- 
termining the  cost  of  the  District  Building  operations.     As  I  under- 
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stand  it  that  is  to  lead  up  as  to  whether  in  the  course  of  these  in- 
quiries he  has  determined  the  cost  of  operating  the  Colorado  Build- 
ing. Thei},  if  I  am  correctly  advised  by  these  gentlemen,  he  is  going 
to  compare  that — qualifying  in  a  measure  as  an  expert — he  is  going  to 
compare  that  cost  with  the  cost  of  operating  the  Southern  Building, 
to  advise  the  committee  on  that. 
Mr.  Peoutt.  I  suppose  it  might  be  submitted  as  a  yardstick. 
Mr.  Eedfield.  They  have  already  produced  a  witness  as  to  what  it 
costs  to  operate  the  Southern  Building. 

Mr.  Douglas.  The  sole  issue  here  is  what  is  the  cost  of  operating 
the  Southern  Building.  That  can  be  gotten  at  by  direction,  not  by 
indirection.  If  any  member  of  the  committee  or  Col.  Judson 
desires  to  question  the  accuracy  of  Mr.  Thyson's  figures  the  books 
of  the  Southern  Building  can  be  and  will  be  produced  within  a  half 
hour  after  the  time  that  the. committee  asks  for  them,  and  it  seems  to 
me  that  the  proper  way  to  do  the  direct  thing  is  to  take  the  actual 
facts,  so  far  as  the  Southern  Building  is  concerned. 

Mr.  Johnson.  It  has  been  gone  into.  I  imagine,  Mr.  Douglas, 
that  the  operators  of  these  other  buildings  can  be  called  and  the  men 
from  whom  they  purchased  and  secured  coal  and  electrical  lights. 

Mr.  Douglas.  I  can  not  see  where  this  investigation  is  going  to 
end. 
Mr.  Johnson.  Neither  can  I. 

Mr.  Douglas.  If  we  have  got  to  take  up  Mr.  Wickersham  and  in- 
terrogate him  on  the  question  of  operation,  he  pays  so  much  for  coal 
and  Mr.  Thyson,  by  competitive  bid,  got  his  coal  50  cents  a  ton 
less,  we  have  got  to  go  into  the  question  of  whether  the  corridors  of 
the  Colorado  Building  would  have  to  be  lighted  at  times  ,in  the 
afternoon  when  those  in  the  Southern  Building  had  not ;  we  have  got 
to  go  into  the  question  of  whether  or  not  the  windows  are  larger  in 
t!  e  Southern  Building  than  they  are  in  the  Colorado  Building;  there- 
fore, the  light  is  better,  and  better  distributed;  we  have  got  to  go 
into  the  question  of  whether  or  not  the  use  of  chandeliers  in  all  of 
the  rooms  of  the  Colorado  Building — a  building  I  have  occupied  for 
eight  or  nine  years  myself  as  a  tenant — whether  or  not  those  woidd 
consume  more  current  than  the  Southern  Building,  and  to  compare 
the  contract  that  the  Southern  Building  has  for  its  lighting  with 
that  of  the  Colorado,  and  then  take  up  the  District  Building  and 
compare  it  with  the  Southern  Building.  It  seems  to  me  that  it  would 
be  well-nigh  onto  the  4th  of  March  before  we  get  through  this 
one  collateral  issue. 

Mr.  Johnson.  You  brought  up,  however,  Mr.  Douglas,  the  question 
as  to  whether  or  not  the  Southern  Building  is  economically  cared  for 
and  operated,  and  that  has  to  be  ascertained  by  comparing  it  with 
the  cost  for  the  same  thing  in  other  buildings,  and  I  think  that  you 
can  call  the  custodians  or  officers  of  those  other  buildings  here  and 
also  the  names  of  everybody  they  brought  from,  current,  and  every- 
thing else  that  goes  into  that,  to  ascertain  whether  or  not  their  figures 
are  correct. 

Mr.  Douglas.  We  wanted  a  limitation  put  upon  the  extent  of  this 
examination,  if  it  can  be  limited  down  to  the  issue. 

Mr.  Johnson.  Yes,  sir;  but  two  members  of  the  committee  say  to 
go  into  that,  and  I  hold  otherwise. 
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Mr.  Peoutt.  I  would  say,  so  far  as  this  part  of  the  committee  is 
concerned,  I  think  there  has  been  a  great  deal  of  testimony  here  that 
has  been  of  a  collateral  kind.  For  instance,  in  determining  the  value 
of  the  building  I  have  been  myself  feeling  that  I  would  like  to  know 
what  the  building  cost,  rather  than  have  somebody  guess  at  what  he 
thought  it  did  cost ;  and  I  feel  the  same  about  this.  I  would  rather 
know  the  exact  figures  that  this  building  cost  than  have  somebody 
guess  at  what  he  thought  it  cost.  But  it  may  be  that  the  cost  of  some 
other  building  would  throw  some  light  upon  what  this  building,  at 
least,  ought  to  cost  to  operate.  I  would  prefer,  of  course,  in  both 
instances  to  have  the  direct  and  positive  information  as  to  what  it 
cost,  rather  than  what  it  might  have  cost.  It  seems  to  me,  though,  it 
is  the  rule  that  we  have  adopted,  but  of  course  we  can  have  a  limited 
examination  here  of  the  cost  to  operate  the  building.  I  would  not 
feel  like  going  as  far  as  the  chairman  does,  to  take  this  up  and  try 
it  as  a  distinct  issue,  a  distinct  fact. 

^Ir.  JoHxsox.  You  have  now  upon  the  stand  a  witness  to  ques- 
tion the  accuracy  of  the  statement  before  made  by  the  former  wit- 
ness upon  the  same  question.  The  same  rule  applies  that  we  now 
would  have  the  right- to  po  and  call  in  other  people, to  question  the 
accuracy  of  this  witness. 

Mr.  Pkouty.  Yes ;  but.  Mr.  Johnson,  you  know,  and  I  do,  too,  that 
in  allowing  him  to  testify  from  expert  knowledge  it  is  not  com- 
petent to  try  e^ery  question  that  they  may  use  as  an  illustration  to 
the  figures  that  they  arrive  at,  I  assume.     I  do  not  know  that. 

Mr.  Johnson.  The  question  put  to  this  witness  was  not  as  to  his 
expert  knowledge,  but  as  to  the  fact  that  he  had  gotten  from  the 
custodians  of  other  buildings  as  to  what  it  cost  to  run  those  other 
buildings. 

Mr.  Eedfield.  Yet.  gentlemen,  if  we  go  on,  we  will  spend  less 
time  than  the  discussion  would  take  to  reach  a  conclusion  that  will 
be  satisfactory  to  everybody.  We  will  ask  the  witness  a  few 
questions. 

Mr.  Douglas.  The  question  was  submitted  by  me  to  the  com- 
mittee as  to  whether  the  line  of  interrogation  started  upon  by  the 
committee  is  a  correct  one. 

ilr.  Johnson.  The  majority  of  the  committee  has  said  it  is,  and 
therefore  the  witness  is  in  Coi.  Judson's  hands  to  proceed  with  as  ho 
will. 

ill-.  Eedfield.  Did  the  manager  of  the  Southern  Building  tell  you, 
Mr.  "Ward,  what  it  cost  them  for  cleaning  labor,  and  if  so,  what  did 
he  say  about  that  ? 

Mr.  Ward.  He  gave  me  the  total  cost  of  cleaning  labor  as  $6,112.50 
per  year. 

Mr.  Eedfield.  Will  von  please  set  that  to  one  side  and  give  me 
that  ? 

Mr.  Easby-Smith.  I  would  suggest  that  it  would  be  well  to  preface 
this  by  having  him  state  when,  and  under  what  circumstances,  these 
statements  have  been  made. 

ilr.  Redfield.  I  will  get  that. 

Mr.  DoutJLAS.  I  would  offer  the  further  suggestion  that  the  witness 
give  his  own  figures  instead  of  Mr.  Eedfield  giving  them  to  him.  if 
he  has  them  in  a  memorandum. 


IJfVESTIGATION    OF   INSUBANCE   COMPANIES.  1339 

Mr.  Eedfield.  Have  you  before  you,  Mr.  Ward,  a  memorandum 
of  the  information  given  you  by  the  manager  of  the  Southern  Build- 
ing? 

Mr.  Ward.  Yes,  sir. 

Mr.  Eedfield.  Will  you  kindly  state  to  the  conamittee  when  and 
under  what  circumstances  this  information  was  given  to  you? 

Mr.  Ward.  Why,  about  a  month  ago,  at  the  suggestion  of  Col. 
JudsoH,  for  the  purpose  of  majking  a  comparison  Between  the  cost 
of  operation  of  the  District  Building,  some  of  the  Federal  buildings, 
and  the  first-class  office  buildings  of  Washington.  I  and  Capt.  Brook 
called  on  several  office  buildings,  the  Treasury  Department,  Post 
Office  Departmeust,  the  Colorado  Building,  and  the  Southern  Build- 
ing. Capt.  Brook,  however,  was  not  present  at  all  of  these,  but  I 
was,  and  called  on  each  of  .those  named.  That  was  about  a  month 
ago— a  little  over,  perhaps.  I  do  not  recall  tlie  date  at  all,  but  it 
was  for  the  purpose  of  comparing  the  cost  of  operation  of  the  Dis- 
trict Buildisqg  with  first-class  office  buildings,  and  with  Federal  office 
huildings  in  Washington,  upon  which  occasion  Mr.  Thyson  ga^e  me 
the  information  which  I  just  gave  you,  sir. 

Mr.  Redfield.  Start  at  the  beginning  again,  Mr.  Ward ;  I  under- 
stand you  testified  that  Mr.  Thyson,  in  the  case  you  have  named,  gave 
you  the  cost  of  cleanirig  labor,  $6.,112.50? 

Mr.  Ward.  Yes,  sir. 

Mr.  .Bedfh3jD.  And  that  he  gave  you  the  cost  per  annum  of  the 
elevator  service? 

Mr.  Ward.  Yes,  sir;  he  gave  me  that  as  $2,520  per  annum. 

.Mr.  Eedfield.  And  what  was  the  sum,  as  you  have  figured  it,  of 
those  two  amounts  that  he  gave  you  ? 

Mr.  Ward.  $8,632.50. 

Mr.  EED.FaELD.  You  w«re  present,  I  think,  when  it  was  testified  by 
another  witness  that  the  fuel  for  the  year  was  purchased  from  the 
White  Oak  Coal  Co.,  that  Mr.  Thyson  told  you  what  the  cost  of  that 
fuel  was  for  the  year? 

Mr.  Ward.  Mr.  Thyson  at  that  time  only  approximated  it. 

Mr.  Eedfield.  Did  you  obtain  it  from  any  other  source  ? 

Mr.  Ward.  Yes,  sir ;  from  the  contractor. 

Mr.  Eedfield.  What  was  the  fijguBe  ? 

Mr.  Johnson.  Call  the  contractor  is  the  best  way,  and  let  him 
state. 

Mr.  Eedfield.  What  was  it  Mr.  Thyson  stated  it  to  be,  practically? 

Mr.  Ward.  Why,  I  am  not  so  sure  as  to  that  now,  sir,  but  Mr. 
Thyson,  I  believe 

Mr.  Douglas  (interposing).  Have  you  the  figures  there  that  you 
wrote  down? 

Mr.  Ward.  I  have  the  figure  of  the  contractor,  but  not  Mr.  Thyson. 

Mr.  Douglas.  I  object  to  your  stating  that. 

Mr.  Eedfield.  What  figure  did  Mr.  Thyson  state  ? 

Mr.  Ward.  I  can  not  recall  it  definitely ;  therefore  I  would  rather 
not  give  it  at  all,  'bv>t  I  recall  he  approximated  it.  It  was  not  a 
definite  figure. 

Mr.  Eedfield.  Do  you  know  ? 

Mr.  Ward.  I  do  not  know,  sir. 
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Mr.  Kedfield.  Did  j^ou.  yourself,  make  any  calculations  as  to  the 
cost  of  the  mechanical  force  of  the  Southern  Building?  And  if  so, 
what '. 

Mr.  Ward.  I  made  an  estimate  by  observation,  somewhat  with  the 
assistance  of  Mr.  Thyson.  who  advised  me  that  he  paid  his  chief 
engineer  $1,200.  and  adding  to  that  a  necessary  foreman,  or  foreman- 
watchman.  I  believe  he  was  since  termed. 

^Ir.  Kedfield.  What  did  j'ou  determine  the  cost  of  the  mechanical 
force  to  be  ? 

IVIr.  "Ward.  $2,010  per  anniun. 

Mr.  Redfieu).  Did  you  make  anv  calculation  or  reckoning  of  the 
cost  of  electric  current  per  annum  for  the  building? 

]\Ir.  Ward.  I  made  an  estimate,  sir,  based  on  the  consumption  of 
electric  current  in  the  Colorado  Building. 

Mr.  Redfield.  What  was  that  estimate,  and  how  was  it  made? 

Mr.  Douglas.  Pardon  me.  I  would  like  to  ask  him  a  preliminary 
question  if  he  has  the  contract  before  him  with  the  electric  light 
company. 

Mr.  ^Vard.  Xo.  sir. 

Mr.  Douglas.  Did  you  see  it  ? 

^Mr.  Ward.  Xo. 

]Mr.  Dot  GLAS.  Did  you  know  anything  about  it  ? 

^Ir.  Ward.  No. 

^Ir.  Douglas.  Aiul  your  estimate  is  what  you  thinli  it  ought  to  be? 

^Ir.  Ward.  Xo.  sir. 

Mr.  Douglas.  Were  they  figures  you  got  from  Mr.  Thyson? 

]\Ir.  Ward.  I  just  made  the  statement,  Mr.  Douglas,  that  the  ques- 
tion of  current  M-as  based  on  the  amount  of  current  used  in  the 
Colorado  Building. 

^[r.  Redfield.  \Vere  you  furnished  the  exact  information  as  to  the 
amount  of  current  used  in  the  Colorado  Building? 

Mr.  Ward.  I  was,  sir.  l)y  the  manager  of  the  Colorado  Building. 

!Mr.  Douglas.  Pardon  me,  until  I  get  the  attention  of  the  whole 
committee,  as  I  want  to  make  an  objection.  I  want  to  submit  to  the 
committee  the  ground  of  my  objection  to  this  witness'  answers  to  these 
questions. 

^Mr.  Johnson.  Let  the  stenographer  read  the  question. 

The  Stenographer  (reading). 

Jlr.  Redfield.  Were  you  furalsherl  the  ex.nct  information  as  to  the  amount  of 
current  used  in  the  Colorado  Building? 

"Sir.  Wabd.  I  was.  sir.  by  the  manager  of  the  Colorado  Building. 

!Mr.  Prouty.  I  do  not  think  that  is  competent. 

Mr.  Johnson.  I  agree  with  Mr.  Prouty  about  that. 

ilr.  Prouty.  I  might  make  this  general  observation.  I  supposed 
when  the  witness,  whose  name  I  have  forgotten,  was  testifying  that 
he  was  giving  lis  the  records  from  his  books,  but  I  think  the  sub- 
sequent examination  shows  that  they  were  in  part  estimates.  I  do 
not  think  it  is  quite  fair  to  the  committee.  I  think  he  should  produce 
the  exact  cost  from  his  books. 

The  Chairman.  I  think  that  is  right. 

Col.  JuDSON.  I  think  ^Ir.  Ward  is  competent  to  qualify  as 
an  expert  in  building  operations.  Xow,  I  think  it  is  only  an  esti- 
mate that  can  be  made,  at  any  rate,  of  the  cost  of  operating  this 
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building.  You  can  not  get  it  from  the  past  entirely,  because  last 
winter  th4re  was  only  a  small  part  of  it  occupied.  Therefore,  what 
this  committee  has  to  do,  it  seems  to  me,  is  to  make  up  its  mind 
from  the  best  available  testimony  what  it  will  cost  to  operate  that 
building  per  annum  when  it  is  occupied  to  the  extent  of  93  per 
cent.  It  was  only  occupied  a  very  small  part,  I  imagine,  last  year. 
It  was  a  new  building,  not  much  occupied.  You  can  not  take  the 
past  altogether.  The  best  we  can  do  is  to  get  expert  testimony  as 
to  what  it  will  cost  in  the  future  with  the  building  as  now  occupied, 
although  you  could  base  it  in  part,  I  suppose,  on  past  figures. 

Mr.  Protjty.  I  suggest  they  should  furnish,  for  instance,  the  actual 
absolute  figures  for  the  last  three  months,  by  months,  and  the  com- 
mittee then  can  figure  it  out  with  sufiicient  accuracy  for  our  purposes. 

Mr.  Redfield.  Will  you  furnish  the  actual  bUls  for  electric  lights 
for  the  last  three  months? 

Mr.  Douglas.  Yes,  sir ;  if  the  committee  asks  for  it,  but  the  electric 
light  company  has  received  the  money  and  it  can  very  easily  be  gotten 
from  them  if  desired. 

Mr.  RBoriELD.  It  is  understood,  then,  that  you  will  do  that? 

Mr.  Douglas.  Yes;  we  will,  for  the  last  six  months,  from  June 
down  to  the  end  of  the  year. 

Mr.  REDroELD.  Will  your  furnish  the  fuel  bills  of  the  White  Oak 
Coal  Co.  showing  what  their  bills  for  coal  were  last  year  ? 

Mr.  Douglas.  If  the  committee  wants  every  one  of  these  bills  we 
will  furnish  them  all. 

Mr.  Pkouty.  Your  books  ought  to  show  it. 

Mr.  Douglas.  We  can  and  certainly  will  do  so  if  the  committee 
desires  it,  but  I  do  not  know  why  we  should  show  these  unless  some- 
body discredits  them. 

Mr.  Redfield.  Will  you  furnish  a  statement  showing  what  your 
coal  bills  are? 

Mr.  Douglas.  Yes,  sir ;  we  will,  but  I  want  to  do  it  for  six  months 
or  a  half  a  year. 

Mr.  Proutt.  I  will  be  satisfied  with  three  months. 

Mr.  Douglas.  The  point  is  this :  It  takes  six  months  for  a  fair  test, 
because  six  months  includes  both  summer  arid  winter.  An  electric- 
light  bill,  of  cour.se,  in  the  summer  is  not  fair. 

Mr.  Rfdfield.  Yes ;  I  think  six  inonths  would  be  fair. 

Mr.  Peouty.  I  think  this  committee  can  get  at  it  with  reasonable 
accuracy.  I  do  not  think  anybody  wants  to  refund  anything  here. 
The  committee  just  wants  the  information. 

Mr.  Redfield.  Then,  if  that  much  is  to  be  furnished^T  ask  that  a 
definite  statement  be  furnished  to  the  committee  of  the  cost  during 
the  last  year  in  the  Southern  Building  of  the  space  occupied  by  the 
office  of  the  superintendent,  the  salaries  in  his  office,  the  repairs  to  the 
building  and  plant,  the  renewal  of  electric  lamps  and  wiring,  the  cost 
of  cleaning  materials,  and  all  other  supplies  for  a  building  of  that 
kind;  the  cost  of  water,  the  cost  of  painting,  the  removal  of  ashes, 
and  every  other  item  of  expense  of  operating  the  building. 

Mr.  Johnson.  In  my  opinion,  that  is  entirely  the  subject  of  legiti- 
mate cross-examination. 

Mr.  Redfield.  Is  it  not  legitimate  for  us  to  call  for  them? 

Mr.  JofiNSON.  I  think  so. 
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Mr.  Douglas.  Should  the  members  of  the  committee  want  every 
little  detail,  including  the  removal  of  ashes  and  postage  and  sta-tion- 
ery,  of  course,  there  is  nothing  for  us  to  do  but  comply  -with  your 
request.  Th^ie  is  no  objection  to  it,  except  the  time  and  expense.  It 
will  eertainly  amount  to  something  here  in  the  way  of  expense  to  get 
all  of  this  up 

Mr.  EEDriELD.  Mr.  Douglas 

Mr.  DorcLAS.  Pardon  me  a  minute.  I  am  addressing  the  com: 
mittee.  Let  me  make  this  statement.  I  think  I  have  the  right  to 
do  that. 

Mr.  Bedheld.  Certainly,  you  liave  it. 

Mr.  DotGLAS.  I  appear  as  counsel  for  tliese  companies,  Avho  have 
rights  which  I  think  I  ought  to  call  to  the  attention  of  the  committee 
in  most  respectful  fashion.  There  is  some  limit  to  this  thing. 
Throughout  the  testimony  of  the  prosecution,  I  might  say,  there  was 
absolutely  no  limit  to  it,  and  we  have  held  ourselves  down  to  the  rules 
of  evidence  as  if  we  were  in  a  court  of  justice.  We  have  not  pro- 
duced a  witness,  nor  have  we  asked  a  question,  that  I  can  recall,  that 
would  not  be  asked  in  a  court  of  justice  and  which  the  court  would 
not  permit  us  to  aslt,  and  this  testimony  comes  right  in  the  middle  of 
our  defense,  to  start  with,  which  I  do  not  think  is  a  right  thing  to  do. 

We  have  an  expert  here,  at  very  great  expense  to  us,  who  was  ready 
to  go  on  the  stand  when  Mr.  Ward  was  put  on  the  stand;  but, 
nevei-theless,  I  submit,  when  we  have  put  Mr.  Thyson  .on  the  stand, 
and  he  lias  opened  the  books  of  this  company  and  has  given  us  a 
summary  of  what  it  costs  for  charwomen,  elevator  service  and  coal, 
and  has  given  this  conmiittee  or  any  member  of  this  committee 
access  to  our  books,  it  seems  to  me  it  is  going  quite  too  far  to  expect 
of  this  company  to  furnish  itemized  statements  of  every  little  iji- 
finitesimal  fraction  of  detail,  including  the  removal  of  ashes,  and 
to  have  the  engineer  commissioner  consume  the  time  of  this  com- 
mittee and  of  everybody  else  in  inquiring  into  the  cost  of  poabage 
and  stationery.  Now.  surely,  in  the  exercise  of  sound  discretion , and 
judgment  on  the  part  of  this  committee,  there  must  be  a  limit  to 
be  fixed  somewhere,  and,  as  suggested  by  the  chairman,  these  mat- 
ters represent  the  proper  subject  of  extensive  cross-examination, 
if  you  please,  and  it  may  be  carried  to  any  length  that  any  member 
of  the  committee  might  want  to  carry  them.  But  -this  means  money. 
It  is  an  expense  to. the  companies.  I  am  sure  that  they  are  going  to 
have  justice  meted  out  to  them,  and  they  will  be  treated  with  the 
utmost  fairness  and  consideration  on  the  part  of  the  committee. 
However,  we  are  not  to  be  expected  to  have  this  ■investiga.tion  pro- 
longed without  any  regard  whatsoever  to  the  cost  of  it.  It  must 
he  so,  and  it  must, appeal  to  the  members  of  this  committee  thait  the 
protraction  and  prolongation  of  this  investigation  can  not  do  tliese 
companies  any  good. 

Mr.  JoHxsox.  Mr.  Douglas,  you  must  bear  in  mind,  however,  that 
the  witness  was  asked  as  to  many  of  these  things  in  detail,  and  he 
said  he  could  not  answer  because  he  did  not  .haye 

Mr.  Douglas  (interposing).  Do  you  means  this  witness -here  ? 

Mr.  Johnson.  No;  your  witness — that  he  could  not  answer  full/ 
because  he  did  not  have  the  information  from  the  books  here.  This 
is  now  what  might  practically  be  termed  his  return  to  the  witness 
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stand,  and,  with  these  questions  put  to  him,  and  with  his  faihire  to 
answer  them,  saying  that  he  has  not  got  his  books  here  and  there- 
fore can  not  answer  them,,  he  could  have  each  question  put  to  him 
separately,  and  then  he  could  be  compelled  to  return  to  his  books 
for  that  information.  Now,  instead  of  doing  it  one  at  a  time,  it  has 
been  put  to  him  pretty  generally;  but  the  cost  of  the  operation  of 
this  building  enters  into  the  correctness  of  the  statement  made  by 
the  insurance  companies. 

Mr.  Douglas.  Yes,  sir,  Mr.  Chairman;  we  fully  admit  that  that 
is  true;  What  I  want  to  ask  this  committee  is,  how  much  detail  you 
want  these  statements  made  when  Mr.  Thyson  comes  back  to-morroAv 
morning  ? 

Mr.  Johnson.  It  has  been  indicated  by  the  question. 

Mr.  Prouty.  It  is  all  set  out  in  the  question — the  value  of  the 
things  the  witness  does  not  remember. 

Mr.  Douglas.  Then,  as  I  understand  you,  you  went  Mr.  Thyson 
to  come  here  prepared  to-morrow  to  go  into  eveiy  detail  Avith  refer- 
ence to  the  cost  of  operation? 

Mr.  Johnson.  That  is  it. 

Mr.  Douglas.  Do  I  understand  that  the  committee  wants  him  to 
produce  vouchers  to  back  up  every  item  in  his  books  ? 

Mr.  Johnson.  I  do  not  think  he  would  have  to  produce  a  voucher 
under  a  strict  legal  conduct  of  the  affair.  If  he  stated  the  person 
from  whom  he  bought,  that  person  could  be  brought  up  to  contra- 
dict him. 

Mr.  Douglas.  Well,  sir,  we  will  have  !Mr.  Thyson,  if  it  is  ])hysi- 
cally  possible,  between  now  and  to-morrow  morning  to  get  up  the 
statement  that  has  been  asked  for.  I  think  the  best  plan  would  be 
for  him  to  bring  his  books  here,  so  that  he  can  be  interrogated  as  to 
any  item  that  the  committee  might  wish  to  go  into.  The  only  reason 
I  arose  at  all  was  to  have  this  thing  not  carried  beyond  what  would 
be  a  reasonable  consumption  of  time  and  money  in  getting  through 
this  investigation. 

Mr.  Johnson.  I  would  like  to  say,  ilr.  Douglas,  that,  inasmuch 
as  you  have  just  announced  that  you  have  an  expensive  expert  wit- 
ness here,  I  agree  with  you  that  he  should  not  have  broken  in  on 
your  plans  just  at  this  time  by  putting  on  another  witness. 

Mr.  Douglas.  Hoav  long  will  this  witness  take  ? 

Mr.  Eedfield.  1  am  through  with  this  witness  now. 

Mr.  Caeusi.  The  examination  of  our  witness,  Mr.  Chairman  and 
members  of  the  committee,  will  be  fairly  protracted,  and  we  would 
rather  not  break  into  the  continuity  of  the  insurance  part  of  this 
defense. 

The  Chaieman.  You  would  rather  wait  until  to-morrow  morn- 
ing? 

Mr.  Carusi.  I  would  rather  wait  until  ^Ir.  Thyson  is  through. 

Mr.  Douglas.  It  is  20  minutes  to  5  now,  and  I  Avould  suggest  that 
we  adjourn  at  this  time. 

Mr.  Johnson.  We  will  adjourn  until  to-morrow  morning  at  10 
o'clock. 

(Whereupon,  at  4.30  o'clock  p.  m.,  the  subcommittee  adjoiu^ned 
until  to-morrow,  Thursday,  January  16,  1913,  at  10  o'clock  a.  m.)- 
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Subcommittee  of  the 
Committee  on  the  District  op  Columbia, 

House  of  Representatives, 
Washington,  D.  6'.,  January  16,  1913. 
The  subcommittee  met  at  10  o'clock  a.  m.,  Hon.  Ben  Johnson 
(chairman)  presiding. 

Present,  in  addition  to  the  members  of  the  committee :  Francis  H. 
Stephens,  District  corporation  counsel  of  the  District  of  Columbia: 
George  H.  Ingham,  superintendent  of  insurance  of  the  District  of 
Columbia;  his  counsel,  Mr.  James  S.  Easby-Smith;  Hon.  Cuno  H. 
Eudolph,  Commissioner  of  the  District  of  Columbia. 

Also,  Messrs.  Charles  A.  Douglas,  Charles  F.  Carusi,  representing 
the  Commercial  Fire  Insurance  Co.,  the  First  National  Fire  Insurance 
Co.  of  the  United  States,  and  the  Washington  Loan  &  Title  Co. 

TESTIMONY  OF  WILLIAM  FRANK  THYSON— Continued. 

Mr.  Douglas.  Mr.  Thyson,  you  were  asked  on  yesterday  by  the 
committee  for  an  itemized  statement  from  your  books  of  various  and 
sundry  accounts  which  go  to  make  up  the  cost  of  the  operation  of 
the  building. 

Have  you  prepared  those  accounts,  and  have  you  them  with  you 
here? 

Mr.  Thyson.  Yes,  sir;  I  went  all  over  our  books  last  evening, 
until  quite  late,  with  Mr.  Wolfe,  the  New  York  actuary  who  is  em- 
ployed by  the  insurance  companies,  and  we  compiled  the  figures  as 
they  are  actually  shown  in  our  record  books. 

Mr.  Douglas.  Taking  in  the  same  period  that  your  letter  shows  ? 

Mr.  Thyson.  Taking  in  the  seven  months  beginning  with  June 
and  ending  with  December.^ 

Mr.  Douglas.  Fnding  the  31st  day  of  December  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  Give  us  the  items  and  then  the  total. 

Mr.  Thyson.  The  items  are  light  and  power,  coal,  wages,  jani- 
tor's supplies,  salaries,  ash  and  waste  removal,  postage  and  station- 
ery, office  -expenses,  elevator  repairs,  water  supply,  advertising,  in- 
surance, attorneys'  fees,  rent  on  space  occupied  by  my  department. 

Mr.  Douglas.  Now,  Mr.  Thyson,  take  them  from  .month  to  montb, 
reading  them  out,  so  that  the  summary  will  be  read  into  the  record. 

Mr.  Thyson  thereupon  read  into  the  record  the  statement  referred 
to,  as  follows: 
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Summary  of  expenses  of  running  Southern  Building. 


Light 

and 

power. 


Coal. 


Wages. 


Janitors* 
supplies. 


Sala- 
ries. 


Ash 

and 

waste 

re-  ■ 

moved. 


Postage 
and  sta- 
tionery. 


Office 
ex- 


June , 

July 

August 

September , 

October 

November , 

■December 

Total  for  7  months 
Average  for  1  month 


S400.65 

$14.00 

378. 19 

14.00 

368.33 

375.00 

28.00 

420.  27 

14.00 

600. 74 

2.53.  25 

461. 30 

443.68 

$922. 84 
891.  55 
S47.  74 
866. 14 
904.73 
904. 39 
936. 96 


S188. 20 
238.60 
31.11 
62.17 
53.63 
1-14. 98 
82.  94 


$276. 00 
275.00 
326.00 
325. 00 
383.34 
216.  67 
216.  67 


$33.00 
7.00 


$5.90 
4.30 


10.00 
4.00 


32.00 


3.00 
3.00 
3.00 


2,904.48 
414.93 


766. 93 
109. 56 


),274.36 
896.33 


801.43 
114.49 


2,016.68 
288.09 


86.00 
12.29 


19.20 
2.74 


S8.50 
38.15 
41.04 
31.61 
18.70 
31.95 
19.20 


189. 15 
27.02 


Elevator 
repairs. 


Water 
supply. 


Adver- 
tising. 


Insur- 
anee. 


Attor- 
ney's 
fees. 


Rent  on 

space 
occupied. 


Total. 


June 

July 

August 

September. 

October 

November.. 
December.. 


Total  for  7  months. . 
Average  for  1  month 


849. 40 
8.90 
3.50 


$89. 13 


$9.64 


88.58 
'93.'46 


1.00 
3.50 
2.00 


$15. 36 
16.35 
15.36 
15.36 
15.36 
16.36 
15.36 


$31.56 


$45.14 
45.14 
45.14 
46.14 
45.14 
45.15 
46.15 


$1,918.22 
2,045.71 
1,714.17 
1,764.92 
1,951.65 
2,119.59 
2,348.66 


62.40 
8.91 


271.  11 
38.  73 


16.14 
2.31 


107. 50 
15.36 


31.66 
4.51 


316. 00 
45.14 


13,862.92 
1,980.42 


^Ir.  Wolfe.  May  I  just  state,  when  it  came  to  the  insurance  on  the 
building,  that  was  all  paid  out  previous  to  June,  so  I  took  the  total 
amount  and  spread  it  over  those  months.  That  is  the  reason  they 
run  the  same  for  each  month. 

Mr.  DoTJGLAS.  Yes;  they  will  run  each  month  that  way. 

In  order  that  we  may  compare  this,  I  will  state  for  the  record, 
Mr.  Thyson's  estimate  yesterday  was  an  average  of  $2,076  per  month. 

Mr.  Thyson,  you  have  got  the  itemized  statement  for  these  sheets? 

Mr.  Thyson.  Yes,  sir. 

Mr.  DoTJGLAS.  We  offer  those  in  evidence,  Mr.  Chairman,  and  we 
might  have  them  put  in  the  record,  unless  the  committee  will  be  con- 
tent with  the  summary. 

Mr.  Peouty.  I  think  I  will  be  content  to  have  simply  the  summary 
put  into  the  record. 

Mr.  Eedfield.  The  summary  sheets. 

Mr.  Johnson.  If  you  will  leave  this  with  the  committee. 

Mr.  Douglas.  Yes ;  that  will  be  left  with  the  committee. 

I  asked  you  to  give  us  a  memorandum  about  the  floor  space  that  is 
used  in  connection  with  the  amount  that  your  charwomen  and  your 
servants  have  to  attend  to.    Did  you  do  it  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  Bead  that  into  the  record. 

Mr.  Thyson.  Our  char  force  consists  of  20  charwomen  and  2 
porters  and  a  maid  in  the  toilet.  We  have  one  large  toilet  in  the 
building  for  women  and  that  room  is  in  charge  of  one  woman  con- 
stantly, who  cleans  the  toilets  and  floors. 

With  my  char  force  I  clean  24,692  feet  of  corridors.  That  is  from 
the  first  to  the  ninth  floors,  inclusive.    The  total  amount  of  office 
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cleaned  in  the  way  of  square  feet  is  103,427.  I  will  say  there,  Mr. 
Douglas,  that  that  is  just  merely  the  floor  space.  That  does  not 
include  the  rugs  and  furniture  and  the  hangings.  That  is  separate 
and'  additional. 

We  also  clean  2,592  feet  of  floor  in  toilets,  392  feet  of  floor  in 
janitor's  rooms,  1,458  feet  of  floor  in  freight  rooms,  22,000  feet 
of  basement  space,  4,500  of  sidewalk,  making  a  total  of  159,061 
square  feet  of  floor  space.     In  addition  to  that  we  clean  800  windows. 

Mr.  Peouty.  I  do  not  believe,  Mr.  Douglas,  it  is  necessary  to  gi> 
into  all  those  details. 

Mr.  Johnson.  You  might  leave  that  sheet  with  the  committee. 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  Just  let  me  ask  one  question.  Have  you  a  list  of 
the  exact  amount  of  money  received  from  the  rents  of  the  Southern 
Building,  for  the  corresponding  period  ? 

Mr.  Thyson.  With  me?     No,  sir. 

Mr.  Prouty.  You  can  furnish  that  easily? 

Mr.  Thyson.  Yes,  sir;  I  can  furnish  that. 

Mr.  Douglas.  Yes,  sir ;  we  can  get  that  for  you,  Mr.  Prouty. 

Mr.  Carusi.  By  the  month? 

Mr.  Prouty.  Yes,  sir ;  for  the  same  period  of  time. 

Mr.  Redfield.  Mr.  Thyson,  how  do  you  account  for  December 
taking  less  light  and  power  than  November? 

Mr.  Thyson.  December  less? 

Mr.  Redfield.  Yes. 

Mr.  Thyson.  Well,  I  account  for  it,  Mr.  Redfield,  inasmuch  as 
perhaps  the  tenants  did  not  stay  as  late  and  we  did  not  have  as  many 
dark  days,  therefore  corridor  lighting  would  be  less,  and  then  I  fre- 
quently find  that  the  cost  of  running  the  elevators,  which  now  costs 
about  $2  to  $2.25  a  day,  sometimes  varies ;  if  we  have  good  elevator 
men,  they  run  more  economically  than  a  novice.  The  stopping  and 
starting  consumes,  you  know,  150  per  cent  more  power. 

Mr.  Redfield.  It  is  a  rather  surprising  condition,  is  it  not,  to  have 
December  take  less  light  and  power  than  November? 

Mr.  Thyson.  No,  sir. 

Mr.  Redfield.  Nor  do  you  consider  it  surprising  that  June,  which 
has  the  longest  days  in  the  year,  should  take  more  light  and  power 
than  September,  for  example? 

Mr.  Thyson.  I  am  not  surprised ;  no,  sir. 

Mr.  Rediteld.  That  you  do  not  regard  as  abnormal  ? 

Mr.  Thyson.  No,  sir. 

Mr.  Wolfe.  Mr.  Redfield,  I  might  say  those  were  taken  from  the 
actual  bills  themselves  of  the  light  and  power  companies. 

Mr.  Redfield.  Yes ;  I  am  trying  to  get  at  the  actual  circumstances. 
It  seems  surprising  to  me  that  the  month  in  the  year  that  has  the 
.^shortest  days 

Mr.  Wolfe  (interposing) .  I  possibly  could  give  you  some  explana- 
tion of  that,  Mr.  Redfield ;  these  bills  do  not  run  from  the  beginning 
of  one  month  to  the  beginning  of  the  other. 

Mr.  Redfield.  They  overlap. 

Mr.  Wolfe.  I  think  the  lighting  company  changed  its  dates,  and 
therefore  there  was  more  charged  to  June  and  a  little  taken  off  of 
December — all  of  December  is  not  in  there. 
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Mr.  Eedfield.  Mr.  Wolfe,  will  you  state,  as  actuary,  that  this  in- 
cludes all  items  of  maintenance  that  should  be  included  and  such  as 
are  usually  included  in  the  charge  for  maintaining  an  office  building? 

ilr.  Wolfe.  jNIr.  Redfield,  I  am  not  testifying,  and  all  I  can  tes- 
tify is  that  I  took  the  figures  of  the  Southern  Building  Corporation 
and  that  Mr.  Thyson's  books  as  manager,  and  took  item  for  item, 
and  anything  that  did  not  go  in  there  as  a  maintenance  charge  I 
looked  up  the  bill  to  see  whether  it  was  an  item  that  could  properly 
go  into  the  cost  of  the  building.    I  have  looked  up  every  single  bill. 

Mr.  Redfield.  Can  you  answer  the  question  I  asked  you,  which  I 
think  perhaps  you  did  not  get  clearly,  does  this  statement  include  all 
the  items  that  are  usually  charged  into  the  maintenance  account  of 
a  building,  or  which  should  be,  in  your  judgment,  so  charged? 

Mr.  Wolfe.  In  my  judgment;  but  I  am  not  prepared  to  testify, 
because  I  am  not  an  expert  in  running  buildings,  but  in  my  judg- 
ment all  is  shown  on  the  boolis  that  should  go  in. 

Mr.  Thyson.  That  covers  all  the  items,  Mr.  Redfield,  we  have  for 
running  the  building. 

Mr.  Wolfe.  Possibly  I  might  clear  up  this,  Mr.  Redfield,  by  saying 
that  all  the  items  are  put  down  in  the  book,  whether  they  are  paid 
in  that  month  or  not,  and  to  those  items  have  been  added  any  unpaid 
bills. 

Mr.  Douglas.  For  December? 

INIr.  Thyson.  For  December. 

Mr.  Wolfe.  For  December. 

Mr.  Douglas.  We  might  possibly,  Mr.  Redfield,  call  attention  to 
the  fact  that  the  light  bills  for  December  included  the  time  just 
before  Christmas  and  the  last  week  of  December  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  DoroLAS.  I  suppose  it  is  within  the  range  of  your  observa- 
tion that  there  are  very  few  people  in  the  building  at  night  during 
the  week  of  the  holidays. 

Mr.  Thyson.  Of  course  Christmas  was  an  absolute  holiday;  I  do 
not  suppose  there  were  three  men  in  the  building;  likewise  New 
Year's.  Christmas  eve  there  were  very  few  people  there  after 
1  o'clock. 

Mr.  Douglas.  That  will  do,  Mr.  Thyson,  unless  the  committee 
wishes  to  ask  you  some  questions. 

You  can  leave  what  you  call  the  average  sheet  and  leave  the  other 
data  also.    Do  you  want  those  others  here,  Mr.  Redfield  ? 

Mr.  Johnson.  You  might  leave  them  if  you  have  no  use  for  them 
in  the  meantime. 

Mr.  Thyson.  No,  sir. 

Mr.  Douglas.  Before  you  swear  the  next  witness,  I  will  state  I 
have  the  lease  you  asked  for  several  days  ago  between  the  company 
and  the  United  States  Trust  Co.  I  will  not  take  the  liberty  of  read- 
ing it,  but  wiU  leave  it  to  be  written  into  the  record. 

Mr.  Johnson.  That  is  the  original,  is  it  ? 

Mr.  Douglas.  That  is  the  original.  I  would  like  to  have  it  re- 
turned. 

Mr.  Redfield.  Mr.  Douglas,  we  asked  yesterday  for  the  advertis- 
ing bills  for  the  Southern  Building  for  December  and  January,  up 
to  yesterday.    Will  you  see  that  those  are  supplied  ? 

Mr.  Douglas.  Mr.  Thyson,  will  you  get  those  ? 

Mr.  Thyson.  Yes,  sir. 
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Mr.  Caeusi.  I  might  say  in  this  connection  that  there  have  been 
a  number  of  things  called  for,  and  as  you  stated  you  were  not  in  any 
hurry  for  them,  I  preferred  to  wait  and  let  them  come  in  with  the 
testimony  of  some  witness  at  the  logical  time.  However,  I  have 
here  a  circular  letter  which  was  asked  for  yesterday. 

The  letter  referred  to  is  as  follows : 

COMMEBCIAL    FlEE    INSUBANCE    CO., 

Washington,  D.  C,  December  31,  1912. 
To  the  stoolcholders  of  the  Gommercial  Fire  Insurance  Co.: 

The  report  of  the  insurance  department  of  the  District  of  Columbia  upon  the 
condition  of  your  company,  as  of  October  31,  1912,  showed  as  the  net  result  of 
the  operations  of  the  company  a  very  material  increase  in  its  surplus,  which  Is 
the  fund  from  which  dividends  are  always  declared  by  fire-insurance  com- 
panies. 

Your  board  of  directors  met  on  the  second  Monday  of  this  month  at  a  regular 
meeting,  at  which  meeting  the  declaration  of  the  usual  dividend  would  have 
been  the  regular  order  of  business.  Two  or  three  days  before  the  meeting  of 
your  board  the  differences  between  your  company  and  other  Insurance  interests 
in  this  district  became  so  acute  that  finally  all  parties  Interested  asked  that  the 
entire  controversy  should  be  settled  by  an  investigation,  which  is  now  being 
conducted  by  a  subcommittee  of  the  District  of  Columbia  Committee  of  the 
House  of  Eepresentatlves. 

In  addition  to  the  Inroads  which  your  company  has  been  making  upon  the 
local  insurance  business,  much  jealousy  was  created  by  the  purchase  of  the 
Southern  Building,  which,  as  the  evidence  before  the  committee  shows,  has  been 
drawing  tenants  from  other  business  properties  in  the  financial  center  and  the 
appraised  value  of  which,  made  under  the  direction  of  the  insurance  depart- 
ment, had  created  a  widespread  fear  of  a  general  increase  in  tax  rates  in  this 
section  of  the  city. 

It  is  impossible,  of  course,  to  furnish  you  with  all  of  the  details  of  this  con- 
troversy, but  the  purpose  of  this  letter  is  to  explain  to  you  why  the  declaration 
of  the  usual  semiannual  dividend  has,  under  the  advice  of  our  general  counsel, 
been  carried  over  to  a  postponed  meeting  of  the  board,  which  will  probably  be 
held  about  the  middle  of  the  month  of  January,  at  which  time  it  is  believed  that 
the  entire  controversy  will  have  been  favorably  disposed  of  and  the  dividend 
can  be  declared  and  promptly  paid. 

Respectfully,  yours,  Eobebt  R.  Tuttlb, 

Presideiit. 

TESTIMONY  OF  LEE  J.  WOLFE. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Caeusi.  Give  your  full  name  and  residence  to  the  stenographer, 
please. 

Mr.  Wolfe.  Lee  J.  Wolfe;  165  Broadway,  New  York;  accountant 
and  actuary. 

Mr.  Carusi.  You  are  a  member  of  the  firm  of  S.  H.  Wolfe  and 

Mr.  Wolfe  (interposing).  It  is  not  a  firm,  Mr.  Carusi.  We  prac- 
tice in  conjunction  with  each  other.  We  are  associated  together  in 
practice  as  consulting  actuaries. 

Mr.  Caeusi.  That  is,  your  brother,  S.  H.  Wolfe,  and  yourself? 

Mr.  Wolfe.  Yes,  sir.  We  are  also  insurance  examiners  and  insur- 
ance accountants. 

Mr.  Caeusi.  How  long  have  you  been  so  engaged  ? 

Mr.  Wolfe.  About  12  years. 

Mr.  Caeusi.  Have  you  in  the  course  of  the  practice  of  your  pro- 
fession made  examinations  of  insurance  companies  for  any  of  the 
State  insurance  departments  ? 

Mr,  Wolfe.  Yes,  sir ;  a  great  many  of  them. 
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Mr.  Caetjsi.  Can  you  mention  some  of  them  ? 

Mr.  WoLrE.  Some  of  the  insurance  companies  or  some  of  the  de- 
partments ? 

Mr.  Caeusi.  Some  of  the  States  for  which  you  have  been  consulting 
actuary. 

Mr.  Wolfe.  It  is  so  long  that  I  -would  prefer  to  read  them.  Maine, 
Massachusetts,  Connecticut,  Rhode  Island,  Xew  Jersey,  Maryland, 
Virginia,  Georgia,  Kentucky,  Tennessee,  Alabama,  Wisconsin,  Min- 
nesota, Texas,  California,  Utah,  Colorado,  and  several  others  that  I 
just  can  not  think  of  at  this  moment. 

Mr.  Cartjsi.  I  did  not  hear  New  York  there.    Have  you  been 

Mr.  Wolfe  (interposing).  Personally,  I  have  never  had  a  retainer 
from  the  New  York  insurance  department.  My  brother  has  been  re- 
tained, and  of  course  I  have  assisted  him.  I  have  assisted  him  in 
taking  charge  of  a  part  of  the  work,  but  I  have  only  put  in  here  the 
States  where  I  actually  had  appointments  in  my  own  name. 

Mr.  Caettsi.  In  the  course  of  the  examinations  you  have  made,  Mr. 
Wolfe,  you  have  had  to  inquire,  have  you  not,  into  sales  of  stock  of 
insurance  companies? 

Mr.  Wolfe.  Oh,  yes ;  very  often. 

Mr.  Caeusi.  In  relation  to  the  organization  of  new  companies  and 
the  increase  of  capitalization  of  old  companies? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Have  you  made  any  examination  of  the  books  and 
affairs  of  the  First  National  Fire  Insurance  Co.  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Does  the  result  of  your  examination,  so  far  as  made, 
confirm  the  accuracy  of  the  examination  made  by  the  insurance  de- 
partment of  the  District  of  Columbia  as  of  October  31, 1912? 

Mr.  Wolfe.  Practically  so;  yes,  sir.  There  were  a  few  minor 
changes,  but  not  anything  very  important. 

Mr.  Caeusi.  Have  you  examined  the  books  and  securities  of  the 
Commercial  Fire  Insurance  Co.  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Have  you  substantially  verified  the  correctness  of  the 
report  of  the  insurance  department? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  I  will  now  hand  you,  Mr.  Wolfe,  a  statement  made 
by  the  commissioners  concerning  the  condition  of  the  Commercial 
Fire  Insurance  Co.,  appearing  at  page  12  in  No.  1  of  the  printed 
hearings,  and  I  will  call  your  attention  to  the  last  clause  of  the  sec- 
ond paragraph,  in  which  is  stated  the  conclusion  reached  from  the 
figures  that  preceded  that  conclusion,  and  will  ask  you  if  there  is  any 
justification  for  that  conclusion.    I  will  read  it  to  you,  as  follows : 

In  other  words  it  appears  that  there  would  probably  have  been  a  diminution 
of  the  surplus  over  what  one  might  have  expected  to  find  therein  even  if  the 
company  had  not  been  required  to  pay  a  single  fire  loss. 

Is  that  statement  correct? 

Mr.  Wolfe.  No,  sir. 

Mr.  Caeusi.  Is  there  any  justification  in  the  figures  concerning  the 
insurance  company  for  that  statement? 

Mr.  Wolfe.  This  analysis  here,  Mr.  Carusi,  is  so  full  of  errors  and 
false  conclusions  it  is  pretty  hard  to  pick  them  all  out.  As  it  stands 
there  now  it  means  nothing  at  all  to  me,  and  this  comparison  saying 
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the  company,  if  they  did  not  pay  anj^  losses,  would  have  a  loss  in  sur- 
plus, is  sort  of  foolish,  because  that  is  the  business  the  fire  insuranct, 
companies  are  in,  to  pay  losses ;  and,  besides  that,  when  he  made  thai 
statement  he  did  not  take  into  account  any  investment  losses  at  all 
or  the  reserves  maintained  for  taxes,  or  anything  like  that. 

Mr.  Caeusi.  Mr.  Wolfe,  in  the  statement  as  of  October  31  of  the 
First  National  and  Commercial  Fire  Insurance  Cos.  is  included  an 
item  of  appreciation  in  the  value  of  real  estate,  pages  4:7  to  50  of 
No.  1.  Now,  Mr.  Wolfe,  eliminating  altogether  any  profit  from  thi? 
purchase  of  the  Southern  Building,  were  not  both  the  Commercial 
Fire  Insurance  Co.  and  the  First  National  Fire  Insurance  Co.  en- 
tirely solvent  at  that  date  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  And  your  answer  is  based  upon  the  departmental 
standard  of  calculating  the  solvency  of  an  insurance  company,  is  it 
not? 

Mr.  Wolfe.  Yes.  And  I  might  say  right  here  that  the  depart- 
mental standard  which  has  been  used  there  is  stronger  than  any- 
thing which  is  in  the  law  of  the  District  of  Columbia.  It  goes  be- 
yond that  and  puts  up  more  reserves  than  the  law  of  the  District  of 
Columbia  calls  for,  and  everything  of  that  kind,  but  I  just  left  them 
in  there,  and  it  would  show  more  than  this  statenient  would,  because 
the  item  of  appreciation  which  is  in  there  I  have  found  on  subsequent 
examinations  to  be  inaccurate — that  there  was  more  paid  out  in  cash 
for  the  building;  so,  consequently,  that  item  of  increase  is  corre- 
spondingly less  and  would  tend  to  correspondingly  increase  the  sur- 
plus.   We  left  that  item  out. 

Mr.  Caeusi.  The  departmental  standard,  according  to  which  the 
condition  of  these  two  fire  insurance  companies  was  calculated,  was 
that  of  the  most  exacting  of  any  of  the  States,  was  it  not  ? 

Mr.  Wolfe.  Yes,  sir;  it  was  made  up  on  what  is  called  the  con- 
vention form,  and  the  rules  that  are  laid  down  there  in  that  conven- 
tion form  were  followed. 

Mr.  Caeusi.  Have  you  made  a  calculation  as  to  what  the  net  sur- 
plus of  the  First  National  Fire  Insurance  Co.  was  at  the  date  of  that 
examination  we  have  been  referring  to,  even  eliminating  the  pur- 
chase of  the  Southern  Building? 

Mr.  Wolfe.  When  you  say  "eliminating,"  Mr.  Carusi,  you  mean 
as  though  it  had  not  been  bought? 

Mr.  Caeusi.  Yes;  just  treating  that  as  if  it  had  never  occurred 
at  all. 

Mr.  Wolfe.  No;  I  have  not;  but  I  can  do  that  in  a  minute. 

Mr.  Carusi,  it  practically  figures  down  to  this:  If  we  eliminate 
the  Southern  Building  from  consideration  we  would  also  eliminate 
the  amount  which  we  have  set  up  as  a  liability,  or  which  was  set 
up  as  a  liability,  of  $11,850.66,  which  was  reserved  to  pay  the  interest 
on  the  mortgages  and  the  taxes,  and  the  net  surplus  of  the  company 
would  be  increased  by  that  amount.  I  have  figured  it  out  to  see  if 
that  would  be  the  result,  and  it  is.  I  have  taken  those  figures  from 
both  the  assets  and  the  liabilities,  and  they  prove  up.  If  you  will 
look  at  the  assets  of  the  company- • 

Mr.  Caeusi  (interposing).  I  will  ask  you  to  give  what  the  figure 
would  be ;  that  is  to  say,  what  would  have  been  the  net  surplus  of  the 
First  National  if  the  Southern  Building  had  not  been  purchased  by 
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3Ir.  Wolfe.  You  want  to  know  about  the  First  National,  ilv. 
Carusi  i 

Mr.  Carusi.  Yes :  the  First  National  first. 

Mr.  Wolfe.  All  right.  The  surplus  of  the  First  National  would 
hare  been  $179,544.41.  and  the  surplus  of  the  Commercial  would 
have  been  $14,574.16.  That  is,  using  these  figures  that  are  in  the — I 
might  say  that  there  are  other  assets  which  were  left  out  and  which 
would  balance  off  one  against  the  other  if  they  were  put  in. 

Mr.  Carusi.  Now,  Mr.  Wolfe,  when  Mr.  Best  was  on  the  stand 
there  was  developed  for  the  benefit  of  the  committee  the  fact  that 
there  are  two  modes  of  estimating  the  condition  of  a  fire-insurance 
company  so  far  as  its  imderwriting  operations  are  concerned — that  is 
to  say.  so  far  as  the  writing  of  insurance  policies  is  concerned — and 
that  one  was  by  taking  what  is  called  the  trade  profit  as  the  basis, 
and  the  other  was  by  taking  the  underwriting  profit.  Now,  the  de- 
partmental standard  that  you  have  referred  to  is  the  one  based  upon 
taking  the  underwriting  profit,  is  it  not? 

~Siv.  Wolfe.  Yes,  sir. 

]Mr.  Carisi.  Now,  both  of  these  methods — ^that  of  taking  the  trade 
profit  or  taking  the  underwriting  profit — are  valuable  only  in  viewing 
the  strength  of  the  company  from  the  standpoint  of  the  policy  holder. 
Is  that  not  true  ? 

Mr.  Wolfe.  Yes.  sir;  from  the  protection  which  is  afforded  the 
policy  holder. 

^Ir.  Carusi.  It  was  brought  out  in  the  testimony  of  Mr.  Best  that 
in  the  ca>e  of  large  companies  that  have  established  a  certain  stability 
of  premium  income  that  the  trade  profit  and  the  underwriting  profit 
very  nearly  coincide. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  You  agree  with  that  statement,  do  you  not? 

^Ir.  Wolfe.  Yes,  sir ;  they  do. 

jMr.  Carusi.  Is  it  not  true  that  in  the  case  of  a  new  company  that 
is  building  up  its  premium  income  very  rapidly  that  we  find  the 
reverse,  and  that  the  underwriting  profit  and  the  trade  profit  are  at 
the  two  extremes? 

]Mr.  Wolfe.  Yes,  sir;  certainly.  Not  only  with  a  new  company, 
but  with  any  company  that  is  building  up  business  rapidly. 

Mr.  Carusi.  Can  you  illustrate  that,  very  briefly,  to  the  committee 
by  taking  the  First  National  Fire  Insurance  Co.,  which  is  a  new 
company  that  had  just  begun  to  write  business,  and  taking  this 
statement  as  of  December  31,  which  will  be  offered  in  evidence  a  little 
later  on? 

Mr.  Wolfe.  The  First  National  Fire  Insurance  Co.,  for  instance, 
has  been  writing  insurance  only  since  the  1st  of  November,  and  in 
that  time  has  written  $7,258.88  of  premiums.  The  losses  reported  up 
to  date  amount  to  $162.50. 

3klr.  Carusi.  Now,  in  that  case,  the  trade  profit  would  be  very 
large,  would  it  not? 

~Siv.  Wolfe.  It  would  be  enormous,  while  against  the  figure  of 
$7.'2.'^8.88,  working  from  the  underwriting  basis,  the  company  is 
reserving  *G,909.25  in  an  unearned  premium  account,  so  that  prac- 
tically all  of  the  premiums  are  in  the  unearned  premium  account, 
and  in  addition  to  that  the  company  has  had  to  pay  to  its  agents 
their  commissions  to  get  this  business  on  the  books,  $2,720.53,  and 
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has  had  the  usual  underwriting  expenses.  As  against  that,  they 
have  also  reserved  for  taxes,  which  will  be  due  on  this  business  and 
which  they  will  have  to  pay  to  the  State  in  which  they  wrote  the 
business,  $145.07,  so  that  the  underwriting  profit  in  this  case  here 
would  show  an  enormous  loss,  while  the  trade  profit  would  show  an 
enormous  gain. 

Mr.  Caeitsi.  The  point  that  I  was  leading  up  to  for  the  informa- 
tion of  the  committee  was,  that  neither  of  these  modes  of  estimating 
the  condition  of  a  company,  whether  by  taking  the  trade  profit  or 
the  underwriting  profit,  or  the  trade  loss  or  the  underwriting  loss, 
gives  any  valuable  information  as  to  the  true  condition  of  the  com- 
pany, so  far  as  the  stockholder  is  concerned. 

Mr.  Wolfe.  No,  sir. 

Mr.  Carusi.  Have  you,  at  my  request,  made  up  a  statement  of 
the  condition  of  the  Commercial  Fire  Insurance  Co.  as  of  date  of 
December  31, 1912,  so  as  to  show  approximately  what  its  condition  is 
from  the  standpoint  of  one  who  owns  stock  in  the  company  ? 

Mr.  WoLTE.  To  illustrate  the  difference,  the  surplus  of  the  com- 
pany on  a  departmental  basis,  including  the  Southern  Building  at  its 
appraised  value,  is  $243,659.96. 

Mr.  Caeusi.  Which  company  is  that? 

Mr.  Wolfe.  That  is  the  Commercial. 

Mr.  Eedfield.  On  the  31st  of  December? 

Mr.  Wolfe.  That  31st  of  December ;  yes,  sir. 

Mr.  Redfield.  Just  repeat  that  last  statement. 

Mr.  Wolfe.  $243,559.96.  That  is  surplus  over  all  liabilities,  and 
the  surplus  from  policy  holder's  standpoint.  That  is  taking  into  ac- 
count the  furniture  and  fixtures  which  have  been  purchased,  and 
which  are  disallowed  on  the  departmental  basis,  and  giving  them  ap 
interest  in  the  reinsurance  reserve. 

Mr.  Caeusi.  Let  me  a&k  you  right  here,  Mr.  Wolfe:  In  a  depart- 
mental statement  certain  definite  items  alone  are  treated  as  assets? 
Is  that  not  true  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  And  certain  other  things  a^e  wholly  disregarded  as 
being  of  any  value  from  the  policyholder's  standpoint  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Is  it  not  a  fact  that,  as  testified  to  by  Mr.  Best,  it  is 
generally  conceded  that  there  is  a  profit  of  from  35  per  cent  to  50 
per  cent  in  the  reinsurance  reserve  fund  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Is  it  not  also  true  that  in  the  case  of  a  new  company 
or  one  which  is  rapidly  expanding  its  business,  that  the  establishment 
of  agency  plants  has  a  value  to  the  company  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  They  cost  money  to  establish  ? 

Mr.  Wolfe.  Yes;  but  it  is  pretty  hard  to  determine  what  that 
value  is. 

Mr.  Carusi.  Have  you  not  heard  that  there  has  been  a  rough  esti- 
mate placed  upon  the  value  of  agencies,  so  much  for  each  that  Je 
established? 

Mr.  Wolfe.  Well,  that  varies  so  much,  Mr.  Carusi,  and  would  re- 
quire such  an  infinite  lot  of  detail  before  I  couM  'say  whether  this 
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company  would  come  up  to  that  average  or  not,  that  I  have  not  done 
it.  I  prefer  to  just  state  that  there  is  a  profit  in  that  agency  force 
there  that  is  not  considered  in  the  departmental  examination. 

Mr.  Cabusi.  It  costs  the  company  money  out  of  its  surplus  to 
establish  those  agency  plants,  does  it  not? 

Mr.  Wolfe.  Yes,  sir ;  it  cost  the  company  a  good  deal  of  money 
last  year  to  establish  them — quite  a  lot. 

JMr.  Caettsi.  And  to  the  extent  that  the  company  had  to  have  those 
agency  connections  and  that  it  cost  the  company  money  to  establish 
them,  from  a  stockholder's  point  of  view,  that  does  represent  an 
asset,  does  it  not  ? 

Mr.  Wolfe.  They  could  not  do  business  without  it. 

Mr.  Caetjsi.  In  making  up  this  profit  and  loss  statement  that  I 
asked  you  to  make  to  show  the  condition  of  the  company  from  a 
stockholder's  standpoint,  did  you  allow  anything  for  the  agency 
plants  ? 

Mr.  Wolfe.  No,  sir. 

Mr.  Carusi.  What  did  you  allow? 

Mr.  Wolfe.  I  allowed  a  40  per  cent  interest  in  the  reinsurance 
reserve. 

Mr.  Carusi.  What  would  that  amount  to? 

Mr.  Wolfe.  $66,220. 

Mr.  Carusi.  So  you  would  add  that  to  the  surplus  of  $14,000? 

Mr.  Wolfe.  To  the  surplus  of  $43,000.  This  is  December  31,  now, 
that  we  are  talking  about. 

Mr.  Carusi.  But  you  are  eliminating  the  Southern  Building  still  ? 

Mr.  Wolfe.  No  ;    that  is  in. 

Mr.  Douglas.  $243,000. 
'     Mr.  Carusi.  Oh,  $243,000? 

Mv.  Wolfe.  Yes;  $243,000.  If  you  want  the  Southern  Building 
eliminated  the  surplus  would  be  approximately  $33,000. 

Mr.  Carusi.  Just  show  how  you  arrived  at  the  figure,  Mr.  Wolfe. 

]Mr.  Wolfe.  Well,  the  assets  from  a  stockholder's  standpoint  are 
as  follows: 

Mv.  Redfield.  Will  you  arrange  to  have  that  printed  in  tabular 
form? 

Mr.  Wolfe.  Yes,  sir. 

Ueal  estate $350,000.00 

Mortgages 217,  900.  00 

Bonds 197,  342.  50 

Bank  ami  casli 70,327.76 

Agents'   balances 69,  309. 48 

Then  there  are  a  few  minor  items  of  arrearages,  $90.45,  referring 
to  the  industrial  department.    Trust  fund,  $1,618.57. 

Which  is  the  money  that  was  in  the  hands  of  the  trustees  of  the 
building  and  more  than  was  necessary  to  purchase  it. 

Mr.  Carusi.  Has  that  gone  back? 

Mr,  Wolfe.  Yes,  sir.  That  is,  $1,618.57.  There  was  due  from  the 
First  National  Fire  Insurance  Co.  $4,818.45.  That  they  used  in  the 
purchase  of  the  building.  Accrued  rents  and  interest,  $15,011.84, 
and  the  company's  interest  in  the  assets  of  the  Southern  Building 
Corporation,  thrpugh  their  ownership  of  the  capital  stock,  $606.84. 
I  estimated  the  furniture  and  fixtures  at  about  $3,000,  and  the  40  per 
cent  interest  on  reinsurance  reserve  was  $66,220.17,  making  a  total  of 


INVESTIGATION    OF   INSUBANCE   COMPANIES.  1355 

$996,246.06.  Against  that  I  reserved  for  losses  $40,229.91 ;  unearned 
premiums,  $165,550.43;  miscellaneous  liabilities,  $15,791.64;  full  paid 
capital,  $430,790;  partially  paid  capital,  $29,829.41;  and  surplus, 
$314,054.67. 

Xow,  if  we  eliminate  the  Southern  Building  from  that  considtna- 
tion — that  is,  if  we  eliminate  the  increased  value  of  it 

Mr.  Carusi.  Let  me  get  that  last  figure  that  you  gave.  Did  vou 
say  $314,000? 

Mr.  Wolfe.  Yes,  sir ;  $314,054.67. 

Mr.  Caetjsi.  Go  ahead. 

Mr.  Wolfe.  If  we  eliminate  the  increased  value  of  the  Southern 
Building,  it  would  leave  us  a  surplus  of  $103,131.92. 

Mr.  Douglas.  Is  that  the  First  National  ? 

Mr.  Wolfe.  No,  sir ;  that  is  the  Commercial. 

Mr.  Eedfield.  How  much  of  that  is  made  out  of  the  40  per  cent 
interest? 

Mr.  Wolfe.  $66,220.17. 

Mr.  E.EDFBELD.  Now,  wiU  you  be  good  enough  to  say  what  the  sur- 
plus would  be  without  that,  eliminating  that  also  ? 

Mr.  Wolfe.  Eliminating  that  also? 

Mr.  Eedfield.  Yes. 

Mr.  Wolfe.  And  also  eliminating  the  profit  on  the  Southern  Build- 
ing, Mr.  Eedfield? 

Mr.  Eedfield.  Yes.    It  would  be  $36,893.75,  would  it  not? 

Mr.  Wolfe.  Mr.  Eedfield,  we  are  getting  back  now,  when  we  do 
that,  to  a  departmental  basis  again. 

Mr.  Eedfield.  I  understand  that.  That  is  just  what  I  want  to 
get  at. 

Mr.  Wolfe.  That  was  not  the  question  Mr.  Carusi  asked  me. 

Mr.  Eedfield.  I  understand  that.     I  want  to  get  back. 

Mr.  Caeusi.  I  will  ask  you  a  further  question,  if  you  have  finished 
answering  that.  In  making  up  a  profit  and  loss  statement,  which 
would  show  the  condition  of  the  company  from  a  stockholder's 
standpoint,  I  understand  that  the  only  nonadmitted  asset  there  that 
you  have  given  us  has  been  profit  on  the  reinsurance  reserve  ? 

Mr.  Wolfe.  Yes;  and  the  agents'  plants,  amounting  to  $1,179.79. 
I  might  say  here  that  the  insurance  departments  have  set  an  arbi- 
trary division  of  the  agents'  plants,  which  is  the  amount  of  money 
that  the  agents  have  not  remitted  to  the  company,  even  though  thej 
]night  have  received  it  from  the  insured.  Most  agency  contracts 
give  them  three  or  four  months  to  settle,  so  that  the  department  has 
put  up  an  arbitrary  line  and  says  that  "Anything  which  is  written 
before  October  31  you  can  carry  into  your  assets,  but  we  will  not 
admit  it,"  while  the  truth  of  it  is  that  they  are  just  as  good  as  any 
other  assets,  because  the  agents  are  under  bond  and  everything  like 
that.    It  is  purely  an  arbitrary  figure. 

Mr.  Caeusi.  You  understand  that  merely  giving  credit  from  the 
stockholder's  point  of  view  for  the  profit  in  the  reinsurance  reserve, 
the  company  is  $66,000  better  off  than  it  would  appear  if  its  condition 
V.  as  stated  from  a  departmental  standpoint  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  And  you  allow  nothing  at  all  for  the  establishment 
of  the  agency  plants  in  the  12  or  13  States  in  which  the  company  is 
now  doing  business  ? 
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Ml'.  Wolfe.  Not  a  cent,  Mr.  Carusi.  I  might  say  here  that  the 
figure  is  not  at  all  unusual — that  this  method  of  getting  up  the 
btatement  is  not  at  all  unusual — and  I  have  personally  participated  in 
several  reinsurance  deals  where  the  rate  ran  anywhere  from  32  to  50 
for  this  class  of  business. 

]Mr.  Cakusi.  From  the  stockholders'  point  of  view,  if  you  wanted 
to  ascertain  whether  the  conduct  of  the  company  during  the  year 
1912  had  been  conducted  at  a  profit  or  a  loss,  you  would  have,  would 
you  not,  to  credit  the  company  with  this  profit  in  the  reinsurance  re- 
serve, and  also  with  any  legitimate  expenditures  that  it  had  made  in 
building  up  a  necessary  agency  plant? 

^Mr.  Wolfe.  Yes,  sir. 

^Nlr.  Carusi.  You  have  not  given  any  allowance  for  agency  plants, 
so  could  not  give  us  any  results  ? 

]Mr.  Wolfe.  That  would  be  rather  a  complicated  figure,  Mr.  Carusi. 
I  mean  it  would  take  quite  a  while  to  make  the  calculation.  I  have 
not  had  time  to  do  it. 

Mr.  CAErsi.  You  have  not  made  up  such  a  statement  as  yet? 

Mr.  Wolfe.  No. 

Mr.  Carusi.  Have  you  made  any  calculation  as  to  the  result  of  the 
companj''s  operations — I  am  speaking  of  the  Commercial  no^^- — in 
the  year  1912,  and  from  a  stockholder's  point  of  view,  and  taking 
into  consideration  the  purchase  of  the  Southern  Building? 

ilr.  Doi'dLAS.  That  is  December  31? 

]\Ir.  Carusi.  Taking  the  entire  year's  operations. 

Mr.  Wolfe.  That  is  just  what  I  have  read.  It  shows  a  surplus  of 
$314,054.67. 

^Ir.  Carusi.  In  that  surplus  there  is  included,  of  course,  some 
premium  on  the  sale  of  stock  during  the  year? 

Mr.  WoLiTD.  Oh,  yes. 

Mr.  Carusi.  Have  you  made  any  calculation  which,  by  eliminat- 
ing that  feature,  would  show  whether  on  the  whole  the  company  had 
not  made  a  gain  instead  of  a  loss  on  its  total  operations  during  the 
year? 

Mr.  Wolfe.  I  have  not,  but  I  can  do  it.  Eliminating  the  amount 
paid  on  on  the  full-paid  stock,  Mr.  Carusi,  it  would  be  $248,136.50. 
That  is,  the  amount  that  has  been  paid  in,  and  the  surplus,  would 
then  be  $65,918.17. 

Mr.  Redfield.  That  includes  the  building  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  Now,  if  you  take  out  the  Southern  Building,  what 
is  the  net  result? 

Mr.  Wolfe.  The  net  result  would  be  a  loss. 

Mr.  Redfield.  A  loss  of  how  much? 

Mr.  Wolfe.  About  $145,000. 

Mr.  Redfield.  Now,  if  you  take  out  the  nonadmitted  asset  of  40 
per  cent  of  the  reinsurance  reserve,  what  would  the  net  loss  be  in 
that  case? 

Mr.  Wolfe.  It  would  then  be  $211,000.  Of  course,  Mr.  Redfield, 
when  you  ask  these  questions  and  take  these  things  out  you  are 
simply  bringing  it  back  to  a  departmental  standard  again,  which 
shows  exactly  the  same  figures  that  we  had  the  other  way. 

Mr.  Peoutt.  Just  suppose  you  had  been  making  a  report  on  an 
insurance  company  to  this  department  under  its  rules  and  there 
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had  been  no  building  bought  and  no  stock  sold  during  the  year. 
What  would  your  figures  have  shown  as  to  this  company,  as  to 
profit  or  loss  during  the  year  ? 

Mr.  Cakitsi.  That  is  from  the  departmental  standpoint. 

Mr.  Peouty.  The  departmental  standpoint. 

Mr.  Wolfe.  It  is  hard  to  get  up  a  statement  of  that  kind,  because 
the  company  would  not  then  have  been  able  to  put  this  enormous 
amount  of  business  on  its  books,  or  to  branch  out  into  these  various 
States.    Do  you  want  me  to  assume 

Mr.  Peotjtt  (interposing) .  I  am  supposing  you  are  making  a  report 
to  the  department^- as  an  expert  sent  out  by  the  department  to  examine 
the  insurance  company,  and  there  had  been  during  that  year  no  sale 
of  stock  or  purchase  of  building;  what  would  you  report  to  the 
department  as  to  the  condition  of  the  company  ? 

Mr.  Wolfe.  And  the  company  did  the  same  amount  of  business 
that  it  did  with  the  increased  capital.  You  see,  the  proposition  is 
this:  It  is  just  like  a  manufacturing  plant.  If  you  have  not  the 
money  to  go  out  and  purchase  new  machinery,  you  can  not  do  it 
without  impairing  j'our  capital  stock.  That  is  the  difference.  And 
an  insurance  company  is  still  further  tied  down  than  a  manufactur- 
ing plant,  inasmuch  as  they  must  always  have  their  capital  stock 
intact. 

Mr.  Peoutt.  Let  me  change  the  question  a  little,  so  that  it  will 
not  be  confusing  to  you.  Supposing  they  had  sold  capital  stock, 
but  had  not  created  any  surplus?  Then  what  would  you  have 
shown  ? 

Mr.  Wolfe.  I  would  have  criticized  any  company  very  severely 
that  did  that — for  selling  stock  without  getting  any  surplus  on  it. 

Mr.  Peotjtt.  I  did  not  ask  you  that.  I  mean,  supposing  they  had 
not  taken  in  any  surplus  from  the  stockholders  in  the  way  of  pre- 
miums, but  had  simply  sold  stock  at  par  and  had  done  the  same 
amount  of  business  that  they  did  do,  and  had  not  bought  any  real 
estate  nor  speculated  in  any  real  estate  one  way  or  the  other.  What 
would  your  figures  have  shown  in  making  a  report  to  the  department 
under  its  rules  ?    I  believe  that  is  specific. 

Mr.  Wolfe.  It  would  have  shown  a  loss  of  about  $131,437 ;  but  let 
me  jiust  explain  something  to  you  there.  Judge.  That  does  not  seem 
quite  clear  to  you.  I  think  I  can  make  it  clear,  and  that  is  that  an 
insurance  company  must  always  keep  its  capital  stock  full,  and  by 
that  I  mean  that  it  is  not  allowed  to  use  its  capital  stock  for  anything 
but  the  protection  of  the  policy  holders,  while  a  manufacturing  plant 
can  go  out  and  invest  its  capital  stock  in  the  purchase  of  machinery 
and  things  of  that  kind  to  carry  on  its  business,  while  an  insurance 
company  can  not  do  that.  It  can  only  purchase  its  business  with  its 
surplus,  find  must  always  have  intact  for  the  policy  holders  the  full 
amofflit  of  its  caipital.  Perhaps  if  I  I'ead  you  the  last  three  items  in 
the  departmental'  blank,  that  will  be  clearer  to  you.  The  three  items 
are  these;  "Capital  actually  paid  for  in  cash,"  "Surplus  ove.r  all 
liabilities,"  and  then  the  last  item  of  all,  "  surplus  as  regards  policy 
holdeEB."  S,o  that  when  they  come  to  surplus  as  regards  policy 
holdeass,  thiey  take  the  capital  stock  in  also.  So  that  is  a  protection 
to  the  policy  holders,  and  must  always  be  there — ^the  amount  of  its 
capital  stack  must  always  be  there. 
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'Sir.  Provty.  It  may  be  invested  in  real  estate  or  plant? 
^Lr.  Wolfe.  Yes ;  but  it  must  be  there.  Xo,  sir ;  it  maj"  not  be  in- 
vented in  a_  plant.  It  may  be  invested  in  real  estate ;  in  fact,  the  laws 
of  most  of  the  States  prescribe  how  the  capital  stock  of  a  company 
may  be  invested.  So  that  this  company,  if  they  had  not  had  this 
surplus  paid  in  during  the  year  by  the  stockholders,  could  not  have 
gone  out  and  done  this  business.  It  would  have  been  impossible  for 
them  to  have  done  it. 

^  ilr.  Pbolty.  Let  me  ask  you  the  same  question  with  respect  to  the 
Xational.     What  would  your' figures  have  shown? 

Mr.  Wolfe.  We  would  have  practically  the  same  thing,  because 
the  iimount  of  insurance  business  that  thej^  have  done  is  practically 
nothing. 

yiv.  Prouty.  Then  it  would  not  have  shown  so  great  a  loss? 

INIr.  ^VoLFE.  X'o;  hardly  any  loss  at  all.  I  can  not  answer  the 
question ;  if  they  did  not  sell  any  stock,  the  company  would  not  have 
been  in  existence. 

'Ml'.  Prouty.  Pardon  me;  they  could  have  sold  it  at  par. 

Mi\  Wolfe.  Well,  if  they  sold  it  at  par 

Mr.  Peouty  (interposing).  They  could  have  sold  it,  but  they  would 
not  have  any  surplus  paid  in  by  the  stockholders  which  they  could 
spend.     Could  they  not  have  done  that? 

Mr.  Wolfe.  .Vnd  not  have  done  business  as  other  insurance  com- 
panies: no,  sir;  because  suppose  they  had  sold  their  capital  stock, 
instead  of  all  over  the  country,  to  just  two  men,  say,  and  had  not 
inchided  a  bit  of  surplus  contribution  in  that  price,  the  minute  they 
bought  a  postage  stamp  that  company,  under  the  departmental  rul- 
ings, would  have  been  impaired  and  would  not  have  been  allowed  to 
do  a  bit  of  business.    Do  I  make  that  clear  ? 

IMr.  Peocty.  I  understand  that;  but  suppose" you  were  reporting 
to  the  department,  what  would  you  report? 

Mr.  Wolfe.  I  would  not  report  to  the  department  on  that  basis, 
because  no  department  would  ask  me  to  get  figures  on  that  basis. 
Take  Xew  York,  for  instance.  They  prescribe  that  when  a  company 
is  organized  it  must  sell  its  stock  at  at  least  50  per  cent  more  than  the 
par  value,  so  as  to  provide  a  working  surplus.  Therefore,  no  depart- 
ment would  ask  me  for  any  figures  like  that.  That  is  the  reason 
it  took  me  so  long  to  see  what  you  were  getting  at. 

Mr.  Peouty.  That  would  not  apply,  of  course,  to  the  Commercial? 
That  is  an  old  company. 

Mr.  Wolfe.  That  is  an  old  company;  yes  sir.  We  were  talking 
about  the  First  National. 

Mr.  Peouty.  I  realize  the  difference  between  the  two  companies; 
but  the  first  inquiry  was  a  legitimate  one,  was  it  not  ? 

Mr.  Wolfe.  No,  sir ;  because  no  company,  Judge,  unless  it  declared 
a  stock  dividend,  would  ever  increase  its  capital  at  par  because  it 
would  add  nothing  to  its  solidity  at  all.  It  would  simply  be  putting 
money  in,  and  putting  it  in  as  a  liability ;  there  would  be  no  advantage 
to  be  gained  by  it. 

Mr.  Peouty.  There  is  no  advantage  in  declaring  a  12  per  cent  divi- 
dend when  they  pay  it  out  of  the  money  the  stockholder  puts  in? 

Mr.  Wolfe.  You  did  not  ask  me  that  question. 

Mr.  Peouty.  I  wondered  whether  that  had  anything  to  do  with 
your  remark. 
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Mr.  Wolfe.  No  ;  I  was  not  talking  about  dividends.  I  said  a  com- 
pany would  not  do  that.  It  would  never  increase  its  surplus  at  par 
because  it  would  give  them  no  advantage  at  all  to  do  it.  They  would 
simply  have  to  maintain  a  liability  for  it.  It  would  give  them  no 
additional  writing  capacity.  It  would  be  tied  down  just  as  much 
because  they  always  have  to  keep  that  capital  stock  pure  and  free 
from  any  contamination  at  all  in  the  shape  of  impairment.  For 
instance,  in  the  State  of  New  York,  they  have  to  invest  it  in  real 
estate,  railroad  bonds,  and  they  are  practically  limited  to  the  same 
things  that  a  savings  bank  is  for  their  capital  stock. 

Mr.  Peouty.  I  understand  these  theories,  Mr.  Wolfe,  but  I  want 
to  get  at  the  facts. 

Mr.  Wolfe.  These  are  not  theories.  These  are  facts.  Judge.  The 
things  that  you  are  trying  to  get  from  me  are  purely  theoretical, 
and  it  is  pretty  hard  to  answer  your  questions. 

Mr.  Peoutt.  They  are  purely  mathematical,  are  they  not? 

Mr.  Wolfe.  No;  they  may  be  mathematical,  but  they  are  not 
practical.    They  are  not  what  would  have  been  done  in  practice. 

Mr.  Caeusi.  The  suggestion  was  made  a  moment  ago,  Mr.  Wolfe, 
that  the  First  National  Fire  Insurance  Co.  differed  essentially  from 
the  Commercial  Fire  Insurance  Co.,  in  that  the  First  National  was 
a  new  company.  I  want  to  ask  you  whether  or  not  a  company  with 
$100,000  capital  stock,  and  a  surplus  of  $36,000,  which  undertakes  to 
expand  into  a  large  company,  is  not,  for  all  practical  purposes,  on 
the  same  footing  as  a  new  company  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  With  respect  to  the  problems  that  it  has  to  meet  and 
its  requirements  and  necessities. 

Mr.  Wolfe.  Yes,  sir;  but  with  $100,000  capital  and  $36,000  surplus 
you  could  not  get  into  a  number  of  States  to  do  business.  They  would 
not  allow  you  to  come  in. 

Mr.  Caeusi.  What  I  mean  is  that  increasing  such  a  company  to 
a  large  company  is  practically  the  same  thing  as  organizing  a  new 
company  ? 

Mr.  Wolfe.  It  certainly  was  in  this  case.  This  company  was 
really  nothing  but  a  shell  before  they  increased  the  capital.  It  was 
merely  something  to  start  on.. 

Mr.  Caeusi.  A  nucleus. 

Mr.  Wolfe.  Yes ;  a  nucleus ;  something  to  build  upon.  It  did  not 
amount  to  very  much  before  that. 

Mr.  Peouty.  When  you  gave  those  figures  as  $131,000  of  loss  dur- 
ing the  year,  did  you  take  into  consideration  the  surplus  that  they 
had  at  the  beginning  of  the  year  of  $72,000? 

Mr.  Wolfe.  That  would  go  in  automatically. 

Mr.  Peouty.'  How  is  that  ? 

Mr.  Wolfe.  You  asked  me  what  the  condition  would  be.  You  did 
not  ask  me  what  the  loss  would  be  during  the  year. 

Mr.  Peouty.  Well,  my  question  is  now  specific.  In  determining 
the  amount  of  loss  during  the  year  I  think  you  said  $131,000. 

Mr.  Wolfe.  Yes;  it  would  be  about  $200,000. 

Mr.  PEOtTTY.  About  $202,000,  is  it  not? 

Mr.  Wolfe.  T^es,  sir. 

Mr.  Caeusi.  Do  you  not  know,  as  a  matter  of  fact,  that  that  sur- 
plus which  the  company  was  reported  to  have  had  at  the  end  of  the 
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year  1911  included  a  very  large  item,  which  it  was  afterwards  con- 
sidered was  improperly  included  in  the  surplus,  and  which  is  not 
included  in  the  surplus  according  to  the  departmental  standard? 

Mr.  Wolfe.  I  do  not  know  to  what  item  you  refer. 

Mr.  CARtrsi.  The  payment  made  on  account  of  subscriptions  to 
capital  and  surplus. 

Mr.  Wolfe.  No;  not  in  any  large  amount,  Mr.  Carusi;  a  very  small 
amount ;  $140,  to  be  exact. 

Mr.  Carusi.  I  understood  it  was  a  large  amount. 

Mr.  Wolfe.  No;  I  had  to  chai-ge  it  oflf  this  year  because  it  was 
IJut  in  incorrectly  last  year. 

Mr.  Carusi.  In  estimating  the  expenses  of  the  Commercial  there 
were  included  in  the  expenses  all  the  expenses  incident  to  this  in- 
vestigation, were  there  not  ? 

Mr.  Wolfe.  Yes,  sir;  in  both  companies. 

Mr.  Carusi.  Now,  have  you  made  up  a  statement  as  to  the  condi- 
tion of  the  First  National  Fire  Insurance  Co.  as  of  December  31, 
1912? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Have  you  that  in  a  summarized  form  ? 

Mr.  Wolfe.  I  have  it  in  both  forms,  Mr.  Carusi. 

Mr.  Cabusi.  If  there  is  no  objection,  I  wiU  offer  in  evidence,  as  a 
part  of  Mr.  ^Volfe's  testimony,  a  summary  made  by  him  of  the  con- 
dition of  the  First  National  Fire  Insurance  Co.  as  of  December  31, 
1912. 

Mr.  Wolfe.  This  is  just  a  statement  of  the  assets  and  liabilities, 
Mr.  Carusi. 

Mr.  Carusi.  Calculated  according  to  the  departmental  standard. 

Mr.  Wolfe.  According  to  strictly  departmental  rules. 

Mr.  Carusi.  I  will  ask  you  to  read  that,  if  you  have  not  already 
done  so. 

Mr.  Redfield.  This  refers  to  which  company? 

Mr.  Wolfe.  The  First  National. 

Mr.  Carusi.  The  First  National  statement  as  of  December  31, 1912, 
summarized  and  calculated  according  to  strict  departmental  rules. 

Mr.  Wolfe.  I  might  say  in  advance  that  I  have  reduced  every- 
thing to  an  admitted  asset  basis — ^that  is,  a  departmental  basis- 
right  here. 

Mr.  Redfield.  And  it  includes  receipts  for  premiums  on  the  sale 
of  stock  and  includes  the  receipts  from  the  adjusted  value  of  the 
real  estate? 

Mr.  Wolfe.  Yes,  sir;  but  this  is  a  statement  of  the  assets  and 
liabilities.  Of  course  they  would  be  in  there,  Mr.  Redfield,  but  it 
would  not  show  it. 

Mr.  Redfield.  As  long  as  it  is  made  plain  that  the  assets  and 
liabilities 

Mr.  Wolfe  (interposing.)   It  will  show  right  here  [reading] ; 

Mortgage  loans,  first  liens $143,850.00 

Cash  in  bank  and  office 159,740.54 

Real  estate,  cost  price  of  undivided  one-half  of  equity 134,240.80 

Value  of  equity  over  purchase  price  of  building  on  basis  of  ap- 
praisal   for    the    insurance    commissioner    of    the    District    of 

Columbia  on  the  date  of  Oct.  28,  1912 ■ 210, 940. 75 

Accounts  receivable 6, 400. 66 

Accrued  interest  and  rents 13,353.95 

Market  value  of  bonds 300, 850. 00 
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Do  you  want  me  to  read  the  ^ames  of  the  bonds  ? 
Mr.  Carusi.  Read  the  whole  statement. 
]^.  "yV'oLFE  (reading)  : 

t^r^et  yalue  of  bonds : 

State  of  New  York  loan  for  canal  improvement $25, 1.85.  00 

Virginia  jEJ^lway  &  Power  Co _ 9,  4fi0.  00 

City  of  Ija;nTilJe  refunding  l)onds 20,  ,000.  00 

Southeijj  Building  Corporation  gold  bonds 2^,  QOO.  QO 

State  of  Kew  7ork  highway  improvement 50,  250.  00 

U.  S.  consols lOJ,  200.  00 

^OJithexn  Pacific 23,  312.  50 

New  'York  Central 17,300.00 

(jreat  "Northern 10,  037.  50 

Bethlehem   Steel 19, 175.  00 

?00,8^0.,00 

Total 96?,  376.  70 

LIABILITIES. 

Epserve  for  fire  losses — — $162.  50 

Unearned  premium  reserve 6, 909.  25 

Accrued  interest  and  taxes 8, 102.57 

Miscellaneous   liabilities -1,  735.  21 

Capital  stock  fuUy  paid  up $320,675.00 

Capital  stock  partially  paid  vip 167,  .612. 50 

Surplus  over  all  liabilities , 464, 179.  37 

Surplus  as  regards  policy  holder? 952,  466.  87 

Total 969,  376.70 

Mr.  Ca?usi.  Mr.  Wolfe,  haye  you  made  a  similar  statement  as  to 
the  Commercial  Fire  Insurance  Co.? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Cakusi.  I  offer  the  summary  of  that  in  the  record.  Will  you 
read  i^tj^iease? 

Mr.  WoLpE  (.reading) : 

ASSETS. 

Mortgage  loans  (fltrst  liens) $217, 90Q.  00 

Cash  M  bank  and  office 70,  323. 46 

Real  estate  (cost  price  of  undivided  one-half  of  equity) 139, 059.  25 

Value, pf  equity  in  Southern  Building  over  purchase  price  as  fixed'  by 
the  last  official  appraisement  of  the  insurance  department  of  the 

District  of  Columbia 210,940.75 

Accounts  receivable . 75, 173.  55 

Accrued  interest  and  rents 15,011.  84 

Bonds  (market  value)  : 

City  of  Atlanta,  school  bon^s $2,  010. 00 

City  of  Atlanta,  school  bonds 8,040.00 

City  of  Richmond,  public  improvement 10,  615.  00 

American  Telephone  &  Telegraph  Co!  ( collateral  trust )     4.  437.  50 

City  of  New  Yjork,  csorpopaite  stock 10, 437.  50 

City  of  .SQa,ttle,  ,pai;k  bonds 10,  000.00 

City   of  Asheviile,    vraterworks    extension    and    im- 
provement  1 9, 400. 00 

State  of  New  York,  canal  improvement,  Erie,  Oswego, 

Ohamplain 50,  250. 00 

Virginia  Railway  &  Power  Co.,  first  and  refunding 

mortgage 1 9,  450.  00 

Atchison,  Topeka  &  Santa  Fe  Railway  Co,,  general 

-      mortgage  gold  bonds 24,  250.  00 

XJnion  Pacific  Railroad  and  Land  Grant  (gol^  bonds)  _  24,  812.  50 
Chicago  &  Northwestern  Railway  Co.,  general  mort- 
gage gold  bonds 24,468.75 

Washington   Railway    &    Electric    Co.,    consolidated 

mortgage  gold  bonds 9,171.25 

197,  342.  50 
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LIABILITIES. 

Reserve  for  fire  losses $40,229.91 

Unearned  premium  reserve ^ 165, 550. 43 

Accrued  interest  and  taxes 12, 957. 80 

Miscellaneous  liabilities 2, 833. 84 

Capital  stock  fuUy  paid  up $480,  790. 00 

Capital  stock  partially  paid  up 29,829.41 

Surplus  over  all  liabilities 243,  559.  96 

Surplus  as  regards  policyholders 704, 179. 37 

925, 751. 35 

Mr.  Caetjsi.  You  have  been  carefully  over  all  the  books  and  ac- 
counts of  these  companies  during  the  last  month,  have  you  not,  Mr. 
Wolfe? 

Air.  Wolfe.  Yes,  sir ;  very  carefully. 

Mr.  Cabusi.  Do  you  know  whether  any  of  the  stock  of  either  of 
those  companies  has  been  issued  to  any  officer  or  director  or  anybody 
else  as  bonus  stock  ? 

Mr.  Wolfe.  No,  sir;  absolutely  not. 

Mr.  Cartjsi.  Or  without  being  paid  for  on  the  same  basis? 

Air.  Wolfe.  I  have  been  very  careful  to  look  for  that. 

Mr.  Carusi.  The  Commercial  Fire  Insurance  Co.  has  been  paying 
12  per  cent  dividends  for  the  last  quarter  of  1911  and  the  first  half 
of  1912.  The  stock  was  being  sold,  at  double  par.  What  is  that 
dividend  rate  on  the  amount  paid  in  by  the  stockholders? 

Mr.  Wolfe.  Six  per  cent. 

Mr.  Carusi.  From  your  examination  of  the  books  and  accounts 
and  affairs  of  the  Commercial  Fire  Insurance  Co.,  have  you  found 
whether  its  losses  have  been  paid  promptly  and  without  contest? 

Mr.  Wolfe.  Yes,  sir;  very  promptly,  and  no  desire  at  all  to  liti- 
gate, as  far  as  I  have  been  able  to  see. 

Mr.  Carusi.  Taking  the  total  subscribed  capital  and  surplus  of 
the  First  National  Fire  Insurance  Co.,  if  you  have  the  data  there 
concerning  it,  it  is  something  in  the  neighborhood  of  $1,800,000,  is 
it  not  ? 

Mr.  Wolfe.  $1,757,650. 

Mr.  Carusi.  What  percentage  does  its  real  estate  holdings  bear  to 
its  total  subscribed  capital  and  surplus? 

Mr.  Douglas.  You  mean  on  the  basis  of  the  appraisement? 

Mr.  Carusi.  Yes ;  on  the  basis  of  the  appraisement. 

Mr.  Wolfe.  About  one-fifth ;  about  20  per  cent. 

Mr.  Carusi.  In  the  case  of  the  Commercial  Fire  Insurance  Co., 
taking  its  total  assets  as  of  December  31,  what  percentage  does  its 
real  estate  holdings  bear  to  its  total  assets  ? 

Mr.  Wolfe.  About  39  per  cent,  between  38  and  39  per  cent. 

Mr.  Carusi.  Have  you  made  an  examination  of  the  percentages 
of  real  estate  holdings  to  total  assets  in  the  case  of  any  considerable 
number  of  fire  insurance  companies  ? 

Mr.  Wolfe.  I  have  looked  at  some  figures;  yes,  sir.  I  have  not 
made  an  extended  investigation,  but  I  know  what  the  general  aver- 
age is. 

Mr.  Carusi.  Take  the  case  of  the  First  National  Fire  Insurance 
Co.,  IS  that  a  large  percentage  or  a  moderate  percentage  as  compared 
with  other  companies? 
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Mr.  Wolfe.  You  see,  as  to  the  First  National,  you  asked  me  to 
figure  to  the  subscribed  capital  and  surplus. 

Mr.  Caeusi.  Yes. 

Mr.  Wolfe.  And  as  to  these  other  companies  I  figured  to  their 
assets. 

Mr.  Carttsi.  They  are  not  in  process  of  organization,  are  they? 

Mr.  Wois'E.  They  are  not  in  process  of  organization;  no,  sir.  So 
it  is  hard  to  compare  them.  When  the  First  National's  capital  and 
surplus  is  all  paid  up,  it  will  be  a  comparatively  small  amount  in- 
vested in  real  estate. 

Mr.  Cakusi.  Take  the  Commercial  Fire  Insurance  Co.  When  it 
has  paid  it  in  full,  on  the  present  basis — have  you  any  figures 
upon  that?  Even  if  no  further  stock  was  sold  in  the  Commercial 
Fire  Insurance  Co.  ? 

Mr.  Wolfe.  It  will  be  about  38  per  cent,  then.  It  would  not 
change  very  much. 

Mr.  Caeusi.  It  would  not  change  very  much  ? 

Mr.  Wolfe.  Not  as  compared  to  the  subscribed  capital  and  sur- 
plus.   It  will  change  the  assets  at  that  time. 

Mr.  Caeusi.  Well,  you  have  not  the  figures  of  what  stock  has 
been  sold  but  not  yet  been  paid  for,  except  as  appears  in  the  state- 
ment of  December  31. 

Mr.  Wolfe.  You  mean  the  unpaid  portion  of  the  subscribed  cap- 
ital stock  ? 

Mr.  Caeusi.  Yes. 

Mr.  Wolfe.  No  ;  I  have  not  got  that,  Mr.  Carusi.  It  was  not  of 
any  interest  to  me. 

Mr.  Caeusi.  If  you  have  not  got  it,  of  course,  you  could  not  esti- 
mate the  percentage.  Much  has  been  said  about  the  assets  of  an  in- 
surance company  being  in  liquid  form,  and,  in  that  connection,  about 
the  conflagration  hazard,  so  called.  I  want  to  ask  you  a  few  ques- 
tions about  that  phase  of  it.  How  large  a,  percentage  of  the  total 
assets  of  the  Commercial  Fire  Insurance  Co.  are  in  liquid  form  ? 

Mr.  Wolfe.  About  62  per  cent. 

Mr.  Caeusi.  And  a  very  much  larger  percentage  of  the  assets  of 
the  First  National  Fire  Insurance  Co.  ? 

Mr.  Wolfe.  About  80  per  cent. 

Mr.  Caeusi.  As  an  insurance  actuary 

Mr.  Wolfe.  I  want  to  correct  that  statement.  It  is  about  the  same 
on  both  companies,  as  their  assets  are  at  present. 

Mr.  Caeusi.  Taking  their  assets  only  and  omitting  the  sub- 
scribed  

Mr.  Wolfe  (interposing).  Yes;  it  is  about  the  same  thing  in  both 
companies. 

Mr.  Caeusi.  Do  you  consider  it  as  reasonably  safe  for  a  company 
to  have  60  per  cent  or  more  of  its  assets  in  reasonably  liquid  form  ? 

Mr.  Wolfe.  Yes,  sir ;  40  per  cent  is  not  abnormally  large. 

Mr.  Caeusi.  In  case  of  a  conflagration  the  loss  would  have  to  be 
over  60  per  cent  of  the  entire  assets  of  the  company  before  it  could 
suffer  from  having  40  per  cent  in  unliquid  form ;  is  not  that  so  ? 

Mr.  Wolfe.  Yes;  it  would  have  to  experience  a  60  per  cent  loss 
ratio,  60  per  cent  of  its  assets  lost,  before  it  would  have  to  sell  its 
building. 
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Mr.  Cakusi.  An;f  company  that  had  60  per  cent  of  its  assets  Wiped 
out  by  a  conflagration  would  probably  have  to  go  out  of  business 
anyway,  would  it  not? 

Mr.  Wolfe.  Conflagrations  do  not  usually  stop  at  60  per  cent. 
They  usually  wipe  it  all  out. 

Mr.  Caeusi.  There  have  been  two  conflagra;tions,  have  there  not, 
in  recent  years  in  this  country,  the  San  Francisco  earthquake,  Which 
resulted  in  a  conflagration,  and  the  Baltimore  conflagration? 

Mr.  Wolfe.  Yes,  sir. 

]Mr.  Caeusi.  With  respect  to  either  of  those  cases,  do  you  loiow 
how  long  it  took  to  adjust  the  losses  and  pay  them  ? 

Mr.  Wolfe.  Well,  I  thirik  in  San  Francisco,  some  of  them  haVe 
not  been  paid  yet ;  but,  on  an  average,  it  took  about  a  year,  I  should 
say,  in  San  Francisco  to  fully  adjust  them,  because  there  were  uriusUal 
conditions  there  at  that  time. 

Mr.  Caecsi.  Let  me  ask  you  in  this  way,  and  remember  that  I  am 
speaking  of  unusual  conditions,  because  Ave  are  talking  about  un- 
liquid  assets  in  case  of  a  conflagration,  which  is  an  unusual  thing: 
In  the  case  of  a  conflagration,  a  large  section  of  a  great  city  burning 
up,  about  how  long  does  it  take  before  the  fire  adjusters  can  adjust 
the  losses? 

Mr.  Wolfe.  Well,  as  I  say,  in  San  Francisco  it  took  about  a  year, 
and  in  Baltimore  it  took  about  six  months. 

^Ir.  Carusi.  Is  it  not  a  fact  that  under  the  law  of  most  States,  and 
under  the  standard  form  of  policy  used  in  many  of  the  States,  the 
company  has  60  days  after  proof  of  loss  has  been  filed  in  which  to 
pay  the  loss  ? 

^Ir.  Wolfe.  Yes,  sir ;  that  is  right,  Mr.  Carusi,  but  I  can  not  carry 
the  standard  laws  of  all  the  States  in  my  head.  However,  I  think 
that  is  about  right. 

Mr.  CAErsi.  But  the  60  days  is  after  the  proof  of  loss  is  furnished. 

Mr.  Wolfe.  Always  after  proof  of  loss,  and  not  after  the  loss 
itself. 

Mr.  Caeusi.  In  case  of  a  conflagration  many  months  may  pass  be- 
fore proof  of  loss  is  ready  to  be  filed  with  the  company? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  So  that  do  you  consider  that,  uiiless  an  asset  is  one 
ihat  can  be  realized  upon  in  60  days  or  3  months  it  should  be  treated 
as  unsafe  in  case  of  a  conflagration  involving  the  company? 

Mr.  Wolfe.  No,  sir.  If  what  yon  mean  by  that  is  that  it  is  unsafe 
tor  a  company  to  hold  real  estate  I  would  say  no. 

_Mr.  Caeusi.  No  ;  what  I  mean  is  this :  I  want  you  to  tell  this  cctfn- 
mittee,  in  case  of  a  conflagration,  how  Ictag  a  company  really  Would 
have  in  which  to  sell  a  building  which  it  owned. 

Mr.  Wolfe.  I  wotild  say  it  would  be  about  six  to  nine  months. 
They  would  not  have  to  sell  it  oti  a  day's  notice  at  all. 

Mr.  Caeusi.  How  many  conflagrations  have  there  been  in  the 
United  States  in  the  last  100  years,  if  you  kiioW  ? 

Mr.  Wolfe.  Just  offhand,  I  should  say  three,  Mr.  Carusi,  be- 
cause  

Mr.  Caeusi  (interposing).  Chicago,  Bdtimore,  and  San  Francisco? 

Mr.  Wolfe.  Yes. 

Mr.  Eedfield.  And  Boston? 
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Mr.  Wolfe.  Yes;  that  is  right. 

Mr.  E.EDFIELD.  And  New  York? 

Mr.  Wolfe.  Well,  I  do  not  think  the  fire  in  New  York  at  that  time 
was  in  the  shape  of  what  is  called  a  conflagration. 

Mr.  Redfield.  It  cost  a  hundred  and  forty  and  odd  million  dollars. 

Mr.  Wolfe.  It  may  ha^e,  Mr.  Eedfield.  I  can  not  give  the  fig- 
ures ;  but,  as  I  say,  what  are  spoken  of  in  fire  insurance  circles  as  the 
three  big  conflagrations  are  Chicago,  San  Francisco,  and  Baltimore. 

Mr.  Redfield.  And  San  Francisco? 

Mr.  Wolfe.  I  said  San  Francisc(j,  Chicago,  and  Baltimore. 

Mr.  Redfield.  Not  Boston  ? 

Mr.  Wolfe.  The  three  big  ones. 

Mr.  Johnson.  There  are  five,  including  Boston  and  New  York. 

Mr>  Wolfe.  There  are  five,  including  Boston  and  New  York. 
There  was  a  small  one  in  Paterson.  Some  people  called  it  a  confla- 
gration. 

Mr.  Redfield.  How  about  Houston,  Tex.? 

Mr.  Wolfe.  By  "conrflagratioj:i,"'  Mr.  Redfield,  I  mean  where  prac- 
tically an  entire  city  is  wiped  out. 

Mr.  Redfield.  How  about  Bangor,  Me.  ? 

Mr.  Wolfe.  It  did  not  wipe  out  the  whole  city. 

Mr.  Rhdfield.  Did  it  not  wipe  out  the  entire  business  section  of 
Bangor  ? 

Mr.  WoLi'E.  Yes ;  I  think  it  did.  Offhand,  I  should  say  there  were 
possibly  10  enormously  large  losses  in  this  country. 

Mr.  Cakusi.  In  order  to  get  at  that  from  another  point  of  view, 
or  another  angle,  is  it  not  common  in  fixing  a  rate  to  determine  what 
a  profitable  rate  to  a  fire  insurance  company  would  be  to  load  it, 'as 
they  say,  with  the  conflagration  hazard  ? 

Mr.  Wolfe.  It  should  be  done,  Mr.  Carusi. 

Mr.  Caeusi.  About  how  much  of  the  rate  do  they  generally  allow 
for  that? 

Mr.  Wolfe.  I  am  not  able  to  testify  as  to  that,  because  I  am  not 
skilled  in  the  making  up  of  fire  insurance  rates.  That  is  not  my 
business. 

Mr.  Caeusi.  It  is  not  over  10  per  cent  of  the  entire  rate,  is  it? 

Mr.  Wolfe.  As  I  say,  I  do  not  know.  I  should  not  think  it  would 
be  over  10  per  cent. 

Mr.  Caeusi.  Can  you  say  what  were  the  entire  premiums,  approxi- 
mately, that  were  paid  to  the  fire  insurance  companies  in  the  United 
States  last  year  ? 

Mr.  Wolfe.  1912  ? 

Mr.  Caeusi.  Yes ;  just  roughly. 

Mr.  Wolfe.  I  have  no  idea  at  all.  I  have  not  seen  the  figures  for 
1912. 

Mr.  Caeusi.  Do  you  not  laiow  they  were  in  the  neighborhood  of 
$200,000,000?, 

Mr.  Wolfe.  That  possibly  has  come  out  in  one  of  the  publications 
since  I  have  been  down  here;  and  since  I  have  been  down  here  I 
have  been  too  busy  to  read  the  newspapers  or  any  other  publications. 
I  could  not  state  the  figures  at  all. 

Mr.  Caeusi.  Do  you  know  the  figures  for  any  years  before  ? 

Mr.  Wolfe.  I  could  tell  you  if  I  had  the  books  with  me,  but  I 
can  not  carry  them  around  in  my  head. 
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Mr.  Caeusi.  We  will  come  back  to  that  again,  perhaps,  after  you 
have  had  a  chance  to  look  it  up.  Is  it  not  a  fact  that  after  these 
two  great  conflagrations — Baltimore  and  San  Fi'ancisco — the  fire 
companies  adopted  means  of  protecting  themselves  against  very  heavy 
losses  on  account  of  conflagrations  by  the  distribution  of  their  risks? 
_  Mr.  Wolfe.  They  have  undoubtedly  since  these  last  two  conflagra- 
tions; since  these  last  two,  I  might  say. 

Mr.  Caeusi.  Do  you  know  whether  or  not  the  companies,  speaking 
generally,  that  were  wiped  out  in  the  Baltimore  fire  were  companies 
that  had  all  their  risks  in  Baltimore  ? 

Mr.  Wolfe.  Yes,  sir;  I  believe  that  is  so,  to  a  very  large  extent, 
anyhow.  They  were  little  local  Baltimore  companies  that  were 
wiped  out. 

Mr.  CAErsi.  And  the  same  thing  was  true,  to  some  extent,  of  the 
San  Francisco  conflagration? 

Mr.  Wolfe.  No  ;  that  was  probably  a  little  more  widely  distributed, 
because  there  wei'e  companies  in  Illinois  that  went  under  with  that 
fire — one  of  them  that  did  not  have  tp — -and  there  were  even  some  San 
Francisco  companies  that  survived  it,  and  there  were  two  or  three 
littlfe  foreign  companies  that 

Mr.  Carusi  (interposing).  Is  not  this  conflagration  hazard  elimi- 
nated as  far  as  possible,  so  far  as  a  particular  company's  operations 
are  concerned,  by  the  practice  of  distributing  risks  widely  through- 
out the  country,  and  then,  even  where  they  take  risks  in  a  particular 
city,  being  careful  not  to  have  too  many  in  a  particular  section  of  the 
city? 

Mr.  ^VoLFE.  Yes,  sir. 

]VIr.  Caeusi.  And  is  not  that  especially  true  when  that  particular 
section  of  the  city  is  what  is  known  as  a  congested  section  of  the  city? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Have  you  made  an  examination  of  the  business  put 
on  the  books  of  the  Commercial  Fire  Insurance  Co.  by  Tuttle,  Wight- 
man  &  Dudley  (Inc.)  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Can  you  state  what  the  loss  ratio  was  upon  business 
that  they  put  upon  the  books  of  that  company? 

Mr.  Wolfe.  I  only  looked  at  it  for  the  last  year,  Mr.  Carusi. 

Mr.  Caeusi.  For  the  last  year  ? 

Mr.  Wolfe.  For  the  last  year — 1912. 

Mr.  Caeusi.  Well,  give  it  to  us  for  the  last  year. 

Mr.  Wolfe.  On  the  basis  of  the  premiums  on  business  written  and 
the  losses  that  actually  occurred  covering  their  1912  writings,  the  loss 
ratio  was  about  35  to  40  per  cent. 

Mr.  Caeusi.  Thirty-five  to  forty  per  cent  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Well,  is  that  a  large  or  a  small  loss  ratio  ? 

Mr.  Wolfe.  It  is  a  medium  on  a  growing  company.  It  is  not  large 
and  it  is  not  small. 

Mr.  Caeusi.  You  make  that  how  much  ? 

Mr.  Wolfe.  About  35  to  40  per  cent.  You  see,  a  good  part  of  those 
premiums  are  unearned  yet. 

Mr.  Caeusi.  Yes.  There  were  losses  incurred  during  the  year  1912 
upon  business  not  put  upon  the  books  by  Tuttle,  Wightman  &  Dud- 
ley, were  there  not? 
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Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Business  put  upon  the  books,  purely  local  business 
which  was  written  over  the  company's  counter,  and  the  business 
which  has  been  put  upon  the  books  under  the  Kelley  contract  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Have  you  made  any  figures  concerning  what  the  loss 
ratio  was  under  the  Kelley  contract  business?. 

Mr.  Wolfe.  The  Kelley  contract  losses  in  1910  and  1911  were 
about  71  per  cent,  as  I  remember.    I  have  not  those  figures  here. 

Mr.  Carusi.  Have  you  those  figures  for  1912  ? 

Mr.  Wolfe.  This  is  1912  I  am  talking  about.  The  loss  ratio  on 
the  Kelley  business  for  1912  was  about  70  per  cept  of  the  business  that 
remained  unearned. 

Mr.  Carusi.  Mr.  Wolfe,  if,  in  addition  to  being  compelled  to  main- 
tain an  unearned  premium  reserve,  small  fire  insurance  companies 
have  to  also  maintain  a  conflagration  reserve,  what  would  happen  to 
them? 

Mr.  Wolfe.  It  would  be  just  that  much  harder  for  them  to  do 
business,  Mr.  Carusi ;  that  is  all.  If  they  wrote  enough  of  it,  it  would 
eventually  put  them  out  of  business ;  at  least  it  would  stop  the  writ- 
ing of  business  if  the  conflagration 

Mr.  Carusi.  Automatically,  would  it  not ;  in  the  same  way  that  the 
large  unearned  premium  reserve  requirements  automatically  put  them 
out? 

Mr.  Wolfe.  Yes;  they  would  have  to  make  some  arrangements  to 
take  care  of  it. 

Mr.  Prouty.  Turn  to  page  47  of  the  first  day's  record  here.  I 
notice  that  the  total  premiums  received  for  that  year  were  $188,080.12. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Prouty.  I  notice  that  the  net  amount  paid  the  policy  holders 
for  losses  was  $145,090.57. 

Mr.  Wolfe.  That  is  right. 

Mr.  Prouty.  What  proportion  of  the  tariff  premium  received  that 
year,  what  per  cent,  was  paid  out  on  policy-holder  losses  ? 

Mr.  Wolfe.  I  do  not  quite  get  your  question.  Will  you  read  the 
question  to  me,  sir? 

Mr.  Prouty.  I  will  ask  the  reporter  to  read  the  question.  [Which 
is  done.1 

Mr.  Wolfe.  About  70  per  cent. 

Mr.  Prouty.  A  little  over  70  per  cent,  is  it  not  ? 

Mr.  Wolfe.  Yes ;  a  little.  I  said  "  about "  70  per  cent.  It  is 
about  71  per  cent. 

Mr.  Carusi.  That  is  only  for  10  months'  business,  is  it  not  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Prouty.  That  was  the  10  months  preceding  this  examination. 

Mr.  Wolfe.  This  examination  here?     [Pointing  to  reports.] 

Mr.  Prouty.  Yes. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Prouty.  What  additional  months  do  you  take  in? 

Mr.  Wolfe.  November  and  December. 

Mr.  Prouty.  That  is,  the  two  months  after  this  report  was  made  ? 

Mr.  Wolfe.  The  difference  between  my  figures,  Judge,  if  that  is 
what  you  are  trying  to  get  at,  is  this :  That  my  figures  are  based  on 
the  actual  losses"  on  premiums  written  in  1912  for  Tuttle,  Wightman 
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&  Dudley  only.  Their  total  losses  for  the  year  were  only  $66,021  on 
business  which  was  written  this  year.  The  balance  are  losses  which 
occurred  on  business  written  in  1911  and  some  as  far  back  as  1907. 

Air.  Proutt.  The  thing  that  attracted  my  curiosity,  Mr.  Wolfe, 
was  this:  You  stated  in  your  testimonj^,  substantially,  that  the  rate 
of  losses  on  the  present  owners  or  operators  of  the  company  was 
about  from  35  to  40  per  cent,  and 

Mr.  Wolfe  (interposing).  That  was  not  a  statement,  Judge,  of 
the  general  loss  ratio  of  the  company.  It  was  simply  on  the  pre- 
miums of  this  year  as  compared  to  the  losses  on  those  same  premiums. 

Mr.  Peouty.  I  do  not  think  I  have  made  myself  plain  yet.  You 
testified  that  the  part  of  the  business  which  was  put  upon  the  books 
by  Tuttle,  Wightman  &  Dudley  showed  a  per  cent  of  loss  of  between 
35  and  40  per  cent ;  you  further  stated-  that  the  per  cent  of  loss  on  the 
part  of  the  business  that  had  been  put  on  their  books  by  somebody 
else  or  at  the  desk  showed  about  70  or  71  per  cent.  Now,  if  I  analyze 
these  figures  correctly,  it  has  cost  over  71  per  cent  of  the  whole 
premiums. 

"Sir.  Wolfe.  "Well,  you  are  sort  of  comparing  apples  and  oranges, 
if  I  might  use  the  expression. 

]\Ir.  Peouty.  No  ;  I  am  comparing  figures  and  figures. 

Mr.  Wolfe.  No;  I  qualified  that.  The  first  loss  ratio  of  35  to 
40  per  cent  I  said  was  not  the  general  loss  ratio  of  the  company. 
The  question  asked  me  was  "  Can  you  tell  me  what  the  loss  ratio  of 
the  Tuttle,  Wightman  &  Dudley  business  has  been  on  the  1912 
premium  writings?"  I  answered  it  was  35  to  40  per  cent.  That  is 
not  the  same  thing  as  the  general  loss  ratio  of  the  whole  company, 
because  that 

]Mr.  Protjty  (interposing).  Let  me  put  it  this  way:  Does  not 
what  Tuttle,  Wightman  &  Dudley  put  on  there,  and  what  these  other 
people  put  on  there,  together  constitute  the  whole  ? 

~Slv.  Wolfe.  Yes,  sir. 

Mr.  Peouty.  Now,  if  they  both  together  show  a  loss  rate  of  more 
than  71  per  cent,  how  can  only  one  be  71  per  cent  and  the  other  35 
or  40  per  cent  ? 

]\Ir.  ^VoLFE.  Because  my  first  figure  of  from  35  to  40  per  cent  only 
took  in  the  losses  this  year  on  the  premiums  of  this  year,  of  the  same 
year.  In  this  $145,000  there  were  losses  which  occurred  on  policies 
written  away  back  in  1907. 

Mr.  Peouty.  That  would  be  that  Kelley  contract  business? 

Mr.  Wolfe.  Of  course  the  premium  does  not  come  in 

Mr.  Peouty  (interposing).  That  would  be  the  Kelley 

Mr.  Wolfe  (interposing).  That  would  be  the  Kelley,  and  some 
that  were  written  last  year  by  Tuttle,  Wightman  &  Dudley,  and  some 
written  by  the  Hawkeye,  which  they  reinsured.  My  first  statement 
of  35  to  40  per  cent  was  purely  the  1912  losses  on  1912  premium 
writings. 

Mr.  Peouty.  While  we  are  on  this  branch  of  the  case  let  me  call 
your  attention  to  the  total  premium  of  $188,080.  That  would  in- 
clude premiums  that  have  beeii  received  for  business  written  for  a 
petiod  of  a  term  of  years,  like  five  years? 

Mr.  Wolfe.  Yes,-  written  in  1912  for  a  term  period. 

Mr.  Peouty.  In  other  words,  not  all  of  the  $188,080  of  premiums 
received  during  these  10  months  was  available  under  the  actuary 
rules  for  the  payment  of  i'  "     "      ^^' --^  ' 
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Mr.  Wolfe.  For  instance,  if  I  take  my  $66,000  and  compare  it  with 
my  $263,000— you  ate  working  on  one  set  of  figures  and  I  am  work- 
ing on  another.  Will  you  let  me  see  my  figures  a  minute  ?  [Looks 
over  pstpeTs.]    Now,  will  you  state  your  question  to  me  again  ? 

Mr.  PfiotTTY.  On  page  47  of  the  report  of  this  investigation  ap- 
pears a  report  of  the  examiner  of  Mr.  Ingham,  which  shows  $188,- 
080.12  as  the  net  total  amount  received  for  premiums  during  the  IQi 
months  preceding  the  date  of  that  examination. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peoutt.  Now,  that  $188,000,  those  premiums  received  during 
that  period,  would  not  be  properly  available  for  the  payment  of 
losses  during  that  same  period,  by  actuary  rules  ? 

Mr.  Wolfe.  No,  sir. 

Mr.  Prouty.  In  other  words,  those  premiums  covered  a  period  of 
years  yet  to  come  in  the  life  of  policies  ? 

Mr.  Wolfe.  Yes;  a  comparatively  small  part  of  them,  though. 

Mr.  Pkouty.  That  is  one  of  the  questions  I  wanted  to  ask  you. 
In  looking  over  these  policies,  do  you  find  any  running  for  a 
period 

Mr.  Wolfe  (interposing).  Possibly  I  can  show  you.  Of  the 
$165,000  reserve  which  was  maintained  on  December  31,  $52,000  of 
it  is  on  term  business,  and  some  of  that,  of  course,  was  written  before 
that. 

Mr.  Peouty.  In  round  numbers,  about  30  per  cent. 

Mr.  Wolfe.  About  30  per  cent. 

Mr.  Peouty.  What  I  am  getting  at  is  to  determine  the  question 
whether  this  company  is  making  or  losing  money  on  its  insurance 
business. 

Mr.  Wolfe.  You  want  to  know  whether  this  loss  ratio  is  high. 

Mr.  Peouty.  Yes. 

Mr.  Wolfe.  It  is  high;  yes,  sir;  but  not  unusually  so  for  a  new 
company. 

Mr.  Peouty.  Do  you  mean  that  new  business  ordinarily  shows  s. 
larger  per  cent  of  fire  loss  than  old  business  ? 

Mr.  Wolfe.  Not  new  business,  but  new  business  of  a  new  com- 
pany, or  of  a  growing  and  expanding  company.    For  instance 

Mr.  Peouty  (interposing).  Let  me  see  if  I  understand  your  posi- 
tion. Is  it  your  claim  that  new  business  or  business  put  new  upon 
a  company's  books  ordinarily  shows  a  greater  rate  and  per  cent  of 
loss  than  old  business? 

Mr.  Wolfe.  Not  if  it  is  an  old  company,  but  if  it  is  a  new  com- 
pany it  is  very  likely  to.  I  can  possibly  explain  that  to  you  if  you 
would  like  me  to. 

Mr.  DoxrCfLAS.  Let  him  tell  why  that  is.  I  do  not  know  whether 
it  is  understood  or  not. 

Mr.  Peouty.  All  right ;  let  him  tell  it. 

Mr.  Wolfe.  The  reason  why  is  this :  They  go  out  into  an  agency 
and  they  ask  for  business.  Well,  here  is  a  small  company,  that  can 
not  carry  a  very  large  loss,  and  they  get  from  the  agent  not  the  pick 
of  his  business,  but  he  only  gives  them  what  possibly  some  of  the 
big  companies  do  not  want  to  handle,  and  in  order  to  build  their 
business  up  they  are  compelled  to  take  from  these  agents  all  over  the 
country  tiildesirable  business  until  they  can  build  themselves  up  and 
get  a  working  premium  income.    The  other  thing  you  have  to  re- 
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member  in  regard  to  that  is  that  if  they  do  get  a  large  slice  of  good 
business  they  have  to  reinsure  it,  because  they  dare  not  take  the 
risk  themselves  of  one  large  risk ;  they  have  to  reinsure  some  of  their 
good,  desirable  business.    All  of  that  means  a  loss  of  money  also. 

Mr.  Prouty.  Your  figures  here  already  given  to  this  committee 
show  that  on  the  old  business  upon  the  books  of  the  company  the  per- 
-centage  loss  was  seventy-one  and  a  fraction,  while  on  the  new  business 
it  was  thirty -five  and  a  fraction. 

Mr.  Wolfe.  Only  for  losses  of  this  year. 

Mr.  Peoutt.  That  is  all  we  are  trying  to  consider  now. 

Mr.  Wolfe.  Thirty-five  and  a  fraction  on  that  basis  is  exactly  as 
high  as  71  on  the  other  basis.  I  was  simply  asked  to  get  up  a  set  of 
figures.    I  was  asked  a  question,  and  I  had  to  figure  it  out. 

Mr.  Peouty.  Did  you  not  intend  that  those  figures  should  be  in- 
telligible to  us  ? 

Mr.  Wolfe.  I  tried  to  have  them  so. 

Mr.  Caeusi.  I  think  I  can  bring  that  out.  Mr.  Wolfe,  let  me  ask 
you  this  question :  In  order  to  show  whether  or  not  Tuttle,  Wightman 
&  Dudley  (Inc.)  have  been  putting  a  profitable  or  an  unprofitable 
<:lass  of  business  upon  the  books  of  the  Commercial  Fire  Insurance 
Co.,  is  not  the  only  way  you  could  ascertain  that  is  to  take  the  business 
they  themselves  have  put  upon  the  books  during  a  particular  period 
of  time  and  take  the  losses  which  have  been  incurred  on  that  business 
•during  the  same  period  of  time? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Is  there  any  other  possible  way  to  arrive  at  the  ques- 
tion of  whether  or  not  a  particular  underwriter  is  putting  profitable 
•or  unprofitable  business  upon  the  books  of  a  fire  insurance  company? 

Mr.  Wolfe.  No,  sir. 

]\Ir.  Caeusi.  Now,  I  understood  that  you  made  that  calculation 
as  to  the  particular  business  put  upon  the  books  of  this  company 
during  a  particular  period  by  Tuttle,  Wightman  &  Dudley  (Inc.), 
.and  against  that  business  you  have  charged  the  losses  which  occurred 
on  that  very  business  and  no  other,  and  you  show  a  ratio  loss  of, 
I  think  you  said,  35  to  40  per  cent,  was  it? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Now,  I  would  like  to  ask  you  another  question:  Is 
that  a  high  loss  ratio? 

Mr.  Wolfe.  Yes ;  it  is,  Mr.  Carusi. 

Mr.  Caeusi.  How  much  higher  is  it  than  the  normal  loss  ratio  in 
the  case  of  an  old-established  company. 

Mr.  Wolfe.  About  12  per  cent  higher  I  should  say. 

Mr.  Caeusi.  Is  it  a  very  much  larger  loss  ratio  than  you  would 
■expect  to  find  in  the  case  of  any  young  company  fighting  its  way  for 
business  in  new  territory? 

Mr.  Wolfe.  No  ;  I  should  say  not. 

Mr.  Caeusi.  Under  the  present  contracts  of  the  Commercial  with 
its  underwriters,  nobody  else  but  Tuttle,  Wightman  &  Dudley  (Inc.) 
liave  a  right  to  put  any  business  upon  the  books  of  the  Commercial 
Fire  Insurance  Co.,  have  they? 

Mr.  Wolfe.  No  ;  except  the  little  business  that  comes  in  over  the 
■counter  in  the  District  here. 

Mr.  Caeusi.  Yes.  Have  you  made  any  examination  of  that  busi- 
ness to  find  out  whether  it  is  profitable  or  unprofitable,  as  a  whole,  to 
the  company? 
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Mr.  Wolfe.  Do  you  mean,  have  I  gone  over  the  underwriting  ? 

Mr.  Caeusi.  No  ;  but  have  you  gotten  up  any  figures  at  all  to  see 
whether  this  cut-rate  local  District  of  Columbia  business  has  been 
carried  at  a  loss  or  a  profit  ? 

Mr.  WouFE.  Well,  they  have  been  only  doing  it  for  a  short  time, 
and  I  could  not  tell  anything  about  it.  They  have  only  been  doing 
it  two  months,  and  such  short  experience  would  not  amount  to  any- 
thing. It  probably  would  show  a  very  low  loss  ratio.  I  do  not 
know ;  it  might  show  a  high  one.  I  have  not  looked  into  it.  The 
figures  would  not  mean  anything. 

Mr.  Caetisi.  Do  you  care  to  ask  any  further  question,  Judge 
Prouty? 

Mr.  Prouty.  I  would  like  to  ask  one  or  two  more  questions.  Take 
this  period  of  10  months  covered  by  this  examination ;  it  shows  an  en- 
tire premium  income  of  $188,000.  That  is  on  an  increasing  business,. 
of  course. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peouty.  Therefore,  the  insurance  losses  ought  not  to  be  as 
high  a  per  cent  of  the  premiums  received  if  it  is  an  increasing  busi- 
ness, because  the  premiums  cover  more  future  time  ? 

Mr.  Wolfe.  Yes.  Well,  that  is — I  could  not  answer  that  question^ 
Judge.  Eeally,  according  to  the — if  you  work  it  on  an  earned-pre- 
mium  basis  your  statement  would  be  absolutely  right,  but  if  you 
worked  it  on  a  trade  profit,  or  on  this  basis  that  you  have  asked  me 
the  question,  it  would  be  a  different  thing. 

Mr.  Peottty.  But  for  the  purpose  of  what  I  am  trying  to  get  at 
now  I  am  leaving  out  that  as  an  element.  That  period  of  10  months 
does  show  that  the  losses  paid  were  about  77  per  cent  ? 

Mr.  Wolfe.  No  ;  71  per  cent. 

Mr.  Peouty.  Well,  either  you  are  figuring  wrong  or  I  am. 

Mr.  Wolfe.  Fourteen  hundred  and  forty-five  on  one  hundred  and 
eighty-eight.  I  am  wrong.  I  am  wrong.  Judge,  and  you  are  right. 
Seventy-seven  per  cent. 

Mr.  Peouty.  The  fire  losses  were  actually  77  per  cent  of  all  pre- 
miums taken  in  during  that  period  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Prouty.  Is  not  that  very  excessive? 

Mr.  Wolfe.  It  is  very  high ;  yes,  sir. 

Mr.  Peouty.  You  could  not  say  that  a  company  was  making  money 
on  its  insurance  business  on  that  basis,  could  you  ? 

Mr.  Wolfe.  No,  sir. 

Mr.  Peouty.  You  would  say  that  as  an  underwriting  business  it 
was  a  losing  one,  would  you  not  ? 

Mr.  Wolfe.  I  would  say  that  if  it  was  an  old  company  and  this 
was  the  state  of  affairs,  but  with  a  new  company  it  is  not  an  unprece- 
dented state  of  affairs  at  all. 

Mr.  Prouty.  Now,  pardon  me.  I  am  leaving  out  this  $65,000 
brokerage  and  this  business  that  is  expensive  to  get.  I  am  looking 
squarely  at  the  question  of  losses.  There  is  no  real  reason  why  new 
business  put  upon  the  books  should  show  that  heavy  per  cent  of 
loss — - 

Mr.  Wolfe  (interposing).  No;  except  for  the- 


Mr.  Peouty  (interposing) .  If  the  business  is  carefully  selected. 
Mr.  Wolfe.  Except  for  the  reason  that  I  have  iust  stated  to  you. 
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Mr.  Pbgutt.  Well,  aiiy  company  that  contiziues  that  ki^d  of  busi- 
ness wiJJ  bust  up,  will  it  not  I 

Mr.  WoLHE.  Oh,  yes;  but  I  should  say  in  time  it  will  change,  as 
the  company  gets  older. 

Mr.  P;bouty.  How  long  do  you  think  they  would  l^st  on  that  kind 
of  business  ? 

Mr.  WojLFE.  I  can  not  answer  that  question. 

Mr.  P50UTY.  A  very  short  time? 

Mr.  WoiiFE.  I  can  npt  answer  that  question. 

Mr.  Peoutt.  Because  their  expenses,  wh«re  their  ratio  of  loss  was 
that  per  cent,  would  eat  in  constantly  on  tlieir  capital,  woyld  it  not? 

Mr.  "Wolfe.  If  that  thing  were  kept  up  it  certainly  would;  yes. 
There  is  no  doubt  about  tliat. 

Mr.  Pkoutt.  While  a  company  was  making  that  Itind  of  showing 
in  its  commercial  underwriting  business  do  you  think  it  ought  to  pay 
dividends  on  its  capital  stock  ? 

i\Ir.  Wolfe.  Well,  that  is  really  more  of  a  question  for  i^terjjal 
management  of  th.e  company.  I  will  say  this,  that  a  great  many 
companies  have  done  it  on  a  losin,g  business  for  any  one  year  or  six 
months  or  anything  like  that. 

Mr.  Peouti-.  What  is  the  object  in  doing  it? 

ilr.  Wolfe.  What  did  you  say  ? 

^Ir.  PRorTY.  What  is  the  object  of  declaring  dividends  when  they 
do  not  earn  them? 

Mr.  Wolfe.  Well,  the  object  in  declaring  dividends  is,  I  suppose, 
to  keep  their  stockholders  satisfied,  and  also  because  the  fijce  msur- 
ance  business  is  not  the  result  of  any  one  year  or  one  month  or  any 
six  months'  operations.  It  is  a  result  extending  over  a  series  .of 
jears. 

Mr.  Pkocty.  Well,  do  you  thinlc  it  is  fair  dealing  with  the  sitock- 
liolders  to  pay  them  back  part  of  the  money  they  pay  p  an<l  make 
them  believe  it  is  earnings  of  the  company  out  of  whicli  they  are 
receiving  legitimate  dividends? 

Mr.  Wolfe.  I  did  not  hear  the  .question;  will  you  repeat  it? 

[Question  read  by  the  stenographer.] 

Mr.  Wolfe.  Well,  I  do  not  see  that  any  harm  has  been  dope  to 
the  stockholder  at  all. 

Jlr.  Prouty.  If  he  is  not  deceived  there  is  no  harm  ? 

Mr.  Wolfe.  I  do  not  know  how  he  could  be  deceived. 

Mr.  Peouty'.  Well,  I  notice — take,  for  instance,  this  year — this 
■company,  after  having  paid  out  $145,000  for  losses,  they  declare 
-dividends  of  $28,000. 

Mr.  Wolfe.  Oh,  no;  excuse  me. 

Mr.  Peouty'.  What  did  you  say? 

Mr.  Wolfe.  They  paid  that  dividend  before  they  had  that  amount 
of  loss.     They  have  not  paid  a  dividend  since  July. 

Mr.  PEorxY.  Their  report  here  shows  that  $28,000  in  dividends 
were  paid. 

Mr.  Wolfe.  Well,  some  was  paid  last  January  and  some  last  July. 

Mr.  Peouty.  It  was  covered  by  the  period  covered  by  this  exami- 
nation ? 

Mr.  Wolfe.  Yes;  but,  for  instance,  you  take  the  divided  that  was 
paid  last  January,  they  knew  nothing  about  this  loss  ratio  then.  You 
can  not  say  they  paid  $28,000 
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Mr.  P«0!UTY  (interposing).  Well,  if  I  understaod  this  literature 
correctly,  they  paid  dividends  up  to  Deeember? 

Mr.  Wica-rE.  Nq.;  they  have  not  paid  any  dividend  since  July. 

Mr.  PROtTTY.  The  literature  that  has  been  introduced  here  shows 
that  they  passed  the  December  dividend  bec^-use  of  this  investi- 
gation. 

Mr.  WoLEE.  Well,  I  have  nothing  to  do  with  that.  We  were  talk- 
ing aibcut  the  condition  up  to  October  31. 

Mr.  Prouty.  Well,  all  the  information  I  have  is  here,  that  they 
paid  during  this  same  period  covered  by  this  examination  $2.8^000 
in  divL(teBids  to  stocldiolders. 

Mr.  WoLEE.  Yes ;  and  you  are  asking  me  a  question,  and  I  am  try- 
ing .to  explain  t©  you  that  it  is  not  fair  to  ,§ay  they  paid  $28,000  when 
they  kmm  tliey  had  a  loss  otf  $14,5^000.  Tk^'  paid  :$li,000  of  it  last 
January  before  they  ifcaew  anything  abouit  what  the  loss  ratio  was 
g.oing  to  he. 

Mr.  Peouty.  Of  course,  as  fa>r  as  I  am  concerned,  I  do  not  know 
when  ;tkey  discovered  the  rate  of  loss. 

Mr.  Wolfe.  But  you  are  asking  me  a  .question  as  to  the  fairness  or 
unfairness,  and  I  have  to  tell  you  I  can  not  look  at  it  as  y.ou  do. 

Mr.  Prouty.  Well,  if  they  had  $145,000  of  losses  and  paid  oui 
$28,000  of  dividends,  they  have  paid  o.ut  in  losses  and  dividends  to- 
gether all  of  their  premiums,  leaving  nothing  for  operating  expenses 
or  bro'kerage  expenses  ? 

Mr.  Wolfe.  That  has  been  the  net  result  on  the  business. 

Mr.  Prouty.  Well,  now,  is  that  good  insurance  business  ? 

Mr.  Wolfe.  Well,  as  I  say,  there  h«-ve  been  companies,  time  after 
time,  and  absolutely  well  managed  and  sound  companies  tha,t  have 
done  exactly  the  same  thing  that  this  company  has  .done. 

Mr.  Peouty.  That  is^  new  companies  that  start  out  and  .before  they 
earn  anjBthing  begin  payijjg  dividends  out  of  the  money  the  stock- 
holders -paid  in  ?    Do  you  lojow  of  any  company  like  that  ? 

Mr.  'WoLHE.  Well^  this  company  had  someithing  th,en.  It  was  not 
a  brand-new  proposition,  as  far  as  ithat  i-s  concerned. 

Ms-.  Pkouty.  I  understand  when  discussing  one  branch  of  this  case 
you  treated  it  as  a  new  company 

Mr.  Wolfe  (interposing).  Yes. 

Mr.  Prouty.  And  I  am  treating  it  that  way  now.  You  said  it  was 
nothing  but  a  shell. 

Mr.  Wolfe.  Yes. 

Mr.  Peouty.  It  was  practically  a  new  company  ? 

Mr.  Wolfe.  Yes. 

Mr.  Pbouty.  Let  me  hold  to  that  for  a  minute. 

Mr.  Caeusl  Judge,  will  yo.u  let  me  develop  the  facts  which  you 
are  cross-examining  him  on,  so  you  can  hav*  the  exact  facts  before 
you? 

Mr.  Prouty.  All  right;  yes. 

Mr.  Cabusi.  I  think  it  will  really  save  time. 

Mr.  Prouty.  Very  well. 

Mr.  Caeusi.  These  losses  that  appear  in  the  statement  of  the  in- 
surance department  as  having  occurred  during  the  first  10  mqnths  of 
1912,  were  those  losses  on  the  business  put  upon  the  books  during 
1912? 
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Mr.  Wolfe.  Not  all  of  it ;  no,  sir.   Most  of  it  was  on  business  placed 
on  the  books  previous  to  1912. 

Mr.  Carusi.  Yes.    There  were  two  dividends  actually  paid  in  1912, 
Mr.  Wolfe,  were  there  not? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  One  in  January  and  one  in  July? 

^fr.  Wolfe.  Yes. 

Mr.  Carusi.  Both  at  the  rate  of  12  per  cent  upon  the  capital  stock, 
were  they  not? 

Mr.  Wolfe.  Upon  the  par  value;  yes,  sir. 

Mr.  Carusi.  And  6  per  cent  upon  the  sale  price  of  the  stock? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  The  dividend  that  was  paid  in  the  early  part  of  July 
was  declared  in  the  latter  part  of  December  of  1911,  was  it  not? 

Mr.  Wolfe.  The  dividend  was  declared  when? 

Mr.  Carusi.  The  dividend  that  was  paid  in  January  of  1912  was 
declared  in  the  latter  part  of  December,  1911,  was  it  not  ? 

Mr.  Wolfe.  Yes,  Mr.  Carusi ;  it  must  have  been  because  the  com- 
pany maintained  a  reserve  for  declared  dividends 

Mr.  Carusi  (interposing).  Yes 

I\Ir.  Wolfe  (concluding).  On  December  31,  1911. 

I\Ir.  Carusi.  Then  when  the  first  of  the  two  parts  of  this  $28,000 
disbursement  in  dividends  was  declared  the  directors  of  this  com- 
pany could  not  have  Imown  of  $145,000  fire  losses  that  were  going  to 
take  place  in  the  first  10  months  of  1912,  could  they? 

Mr.  Wolfe.  No,  sir. 

Mr.  Carusi.  So,  we  will  eliminate  the  first  half  of  this  dividend 
proposition  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Now,  we  come  to  the  second  part.  A  dividend  that 
had  already  been  established  and  which  had  been  paid  by  the  Com- 
mercial Fire  Insurance  Co. — I  am  not  speaking  of  the  rate  so  much 
as  the  fact  of  a  dividend — for  15  years  without  a  break  had  to  be 
either  passed  or  paid  in  July ;  is  not  that  so  ? 

Mr.  Wolfe.  Yes,  sir.  Those  are  the  only  two  things  you  can  do 
with  a  dividend,  either  pass  it  or  pay  it. 

Mr.  Carusi.  Either  pass  it  or  pay  it  ? 

Mr.  Wolfe.  Yes. 

]Mr.  Carusi.  That  presented,  did  it  not,  a  problem  for  the  judg- 
ment of  the  directors  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Conditions  during  the  six  months  previous  to  the 
payment  of  that  July  dividend  had  changed,  had  they  not,  in  that 
there  were  unusually  large  fire  losses  for  those  six  months? 

Mr.  Wolfe.  Yes;  the  fire  losses  for  the  early  part  of  1912  were 
unusually  large. 

Mr.  Carusi.  Do  you  not  think  that  very  nearly  the  same  problem 
which  confronted  most  of  the  smaller  fire  insurance  companies  when 
it  came  to  paying  their  July  dividend  last  July  ? 

Mr.  Wolfe.  I  should  imagine  it  did,  Mr.  Carusi ;  yes. 
•   ^^i.  ^^'^^^^■.  ^^^  ^<^t  "lost  of  them,  from  the  reported  losses  dur- 
ing the  first  six  months,  been  losing  money  instead  of  making  it? 
Mr.  Wolfe.  Yes,  sir. 
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Mr.  Carusi.  Do  you  know  of  any  of  them  that  suspended  the  pay- 
ment of  an  already  established  dividend  for  that  reason  ? 

Mr.  Wolfe.  I  do  not,  Mr.  Carusi  ;i  but,  of  course,  I  have  not  seen 
the  reports  of  every  insurance  company. 

Mr.  CAEtrsi.  I  did  not  ask  you  that.  I  asked  you  did  you  know 
of  any? 

Mr.  Wolfe.  No,  sir ;  I  do  not  know  of  any. 

Mr.  Carusi.  You  say  you  do  not  know  of  any  ? 

Mr.  Wolfe.  No,  sir. 

Mr.  Carusi.  Is  it  not  a  fact  that  the  fire  insurance  business  is 
peculiarly  a  business  of  averages? 

Mr.  Wolfe.  Yes,  sir ;  that  is  true. 

Mr.  Carusi.  And  a  business  of  averages  over  a  period  of  years  ? 

Mr.  Wolfe.  Yes,  sir;  it  certainly  is. 

Mr.  Carusi.  Is  it  not  also  true  that  it  is  contrary  to  the  custom  of 
fire  insurance  companies  generally  to  base  the  dividend  for  any  par- 
ticular half  year  solely  upon  the  company's  earnings  during  the  pre- 
ceding six  months  ? 

Mr.  Wolfe.  I  do  not  believe  that  they  ever  do  it,  Mr.  Carusi.  The 
only  proof  I  have  of  it  is  that  a  great  many  companies  pay  dividends 
preceding  a  period  of  time  when  they  have  severe  losses. 
•  Mr.  Carusi.  Yes.  Now,  it  has  been  suggested  that  this  company 
went  on  and  paid  some  other  dividends  in  November  or  December. 
No  dividend  has  been  paid  except  the  one  in  July,  has  there? 

Mr.  Wolfe.  None  that  I  have  seen  anything  of,  Mr.  Carusi. 

Mr.  Carusi.  At  the  time  the  resolution  of  the  board  of  directors 
was  passed  advancing  the  price  at  which  it  would  sell  any  further 
stock,  if  it  did  sell  any  further  stock,  the  Southern  Building  had 
been  purchased,  had  it  not,  by  these  two  companies  ? 

Mr.  WoLi-E.  You  mean  the  time  that  they  raised  the  selling  price 
of  the  stock  from  eleven  to  twelve  dollars  ? 

Mr.  Carusi.  Yes. 

Mr.  Wolfe.  Yes,  sir ;  it  had  been  purchased,  and  the  building  had 
been  apraised. 

Mr.  Carusi.  If  that  appraised  profit  was  a  real  profit,  do  you  not 
think  the  company  would  have  been  fully  justified  in  declaring  a  divi- 
dend in  December  of  that  year? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Do  you  not  think  it  would  have  been  justified  in 
passing  a  resolution  raising  the  price  of  its  stock  ? 

Mr.  Wolfe.  Well,  I  should  say  if  they  had  this  large — if  they  had 
made  this  large  investment  profit,  they  possibly  would  have ;  yes,  sir. 

Mr.  Carusi.  And  whether  they  did  make  it  or  did  not  make  it  is 
one  of  the  very  matters  that  is  being  now  investigated  by  this 
oommittee  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  To  be  determined  upon  all  the  evidence  in  the  case  ? 

Mr.  Wolfe.  Yes,  sir ;  to  find  out  the  value  of  the  Southern  Building. 

Mr.  Carusi.  Yes. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Now,  with  respect  to  the  expense  ratio ;  that  is  always 
larger  in  the  case  of  a  small  company  than  a  large  company,  is  it  not  ? 

Mr.  Wolfe.  Yes ;  always. 
71391— No.  17—13 3 
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Mr.  Carusi.  Xece.isarily  so? 

]Mr.  AVoLTE.  Yes. 

Mr.  Carusi.  Not  only  are  the  office  expenses  and  administration 
expenses  larger,  from  a' ratio  point  of  view,  in  a  small  company,  but 
the  expense  of  getting  business  is  greater,  is  it  not? 

Mv.  Wolfe.  Yes.  sir. 

Mr.  Carusi.  The  expense  of  establishing  these  agency  plants,  that 
you  will  not  allow  even  in  your  profit  and  loss  acctiunt  for  stock- 
holders, enters  into  the  expense,  does  it  not  ? 

]Mr.  "WoLEE.  Very  highly — very  largely,  I  mean. 

]\Ir.  Carusi.  And  if  a  company  has  an  undue  amount  of  litigation, 
or  is  compelled  to  defend  a  proceeding  of  this  kind,  all  of  that  expense 
will  be  charged  up  in  the  annual  statement  of  the  company,  will 
it  not  ? 

i\Ir.  Wolfe.  Yes. 

Mr.  Carusi.  And  show  a  less  profitable  year  than  it  might  other- 
wise have  enjoyed? 

Mr.  AVoLFE.  Yes,  sir. 

^h\  C.vRUsi.  Something  has  been  testified  to  here,  Mr.  Wolfe,  con- 
cerning the  stock-selling  methods  of  tbe-e  two  companies.  You  are 
aware  that  the  First  National  stock  was  sold  by  mail,  and  the  Com- 
mercial stock  was  sold  by  stock  salesmen? 

Mr.  "Wolfe.  Yes.  sir. 

^Ir.  Carist.  Have  you  made  any  examination  to  ascertain  whether 
or  not  there  was  any  profit  to  Tuille,  AA'ightman  &  Dudley  (Inc.)  in 
the  s'lle  of  the  Commercial  stock? 

Mr.  A^^n.i'K.  No.  sir:  T  have  not. 

Mr.  Carusl  Can  you  state  to  the  committee  from  your  investiga- 
tion what  the  expense  of  selling  the  First  National  stock  has  been, 
giving  it  in  percentage? 

Mr.  Wolfe.  It  has  been  20  per  cent. 

Mr.  C.^itTsi.  Of  the  First  National? 

:\Ir.  Wolfe.  Oh,  the  First  National  ? 

ilr.  C.\Ri'si.  Yes,  sir. 

^Iv.  Wolfe.  About  14  per  cent  on  the  amount  paid  in. 

Mr.  C.ARi'si.  Do  you  know  enough  about  the  usual  and  proper 
expense  of  organizing  a  fire  insurance  company  to  say  whether  that 
is  high  or  low  ? 

Mr.  Wolfe.  Well,  it  is  a  very  moderate  expense  of  getting — of  dis- 
tributing the  stock;  very  moderate. 

]\Ir.  Caei  SI.  Have  you  been  over  the  literature  of  these  companies, 
which  ^Ir.  Best  has  criticized  somewhat  at  length  here  when  he  was 
on  the  witness  stand  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Do  you  feel  yourself  competent  to  express  any  opin- 
ion about  it,  in  a  general  way? 

Mr.  Wolfe.  I  think  I  am,  ]Mr.  Carusi. 

]Mr.  Carusi.  Well,  tell  the  committee  what  you  think  about  it. 

Mr.  Wolfe.  Well 

Mr.  Carusi  (interposing).  Do  you  think  it  is  misleading? 

Mr.  Wolfe.  Do  I  think  it  is  misleading?  No;  no  more  than  the 
average  literature  of  any  promotion  is  misleading. 

Mr.  Carusi.  Well,  now,  let  me  see  if  I  understand  exactly  what 
3'ou  mean  by  that.     We  will  admit  that  it  is  optimistic  in  character. 
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Mr.  WoLTTE.  Yes,  sir. 

Mr.  Carusi.  And  all  selling  literature  of  any  kind  is  optimistic  in 
character,  is  it  not  ? 

Mr.  Wolfe.  I  have  never  seen  any  that  ^vas  any  other  way,  Mr. 
Carusi. 

Mr.  Carusi.  Whether  you  are  selling  shirts  or  steel  beams  or 
anything? 
Mr.  Wolfe.  They  all  put  their  best  foot  forward ;  yes,  sir. 
Mr.  Carusi.  They  all  put  their  best  foot  forward  ? 
Mr.  WoLi^E.  Yes. 

Mr.  Carusi.  But  Mr.  Best's  criticism  went  beyond  any  statement 
that  the  literature  was  optimistic,  and  said  it  was  positively  mis- 
leading and  wrong.     Do  you  think  that  is  true  ? 

Mr.  Wolfe.  No,  sir;  I  do  not. 

Mr.  Carusi.  Do  you  know  of  any  statement  of  fact  in  any  of  that 
literature  which  is  not  a  statement  of  fact  ? 

Mr.  Wolfe.  No,  sir.  Just  let  me  say  this,  that  it  is  true  that  this 
literature  has  been — ^has  not  said  that  there  might  be  large  confla- 
grations and  everything  like  that;  but  I  have  yet  to  see  any  litera- 
ture of  any  organization,  of  a  railroad  or  a  telegraph  company  or 
anything  else,  that  said  that  the  trains  would  be  smashed  up  or  the 
lines  would  be  blown  down  by  a  heavy  wind  and  have  to  be  replaced, 
or  such  things  as  that.  In  other  words,  promotion  literature  is 
always  more  or  less  optimistic — must  be  so — and  this  literature  they 
have  gotten  out  is  no  more  so  than  any  other  promotion  literature, 
and  very  much  better  than  a  great  deal  of  the  promotion  literature 
which  has  been  gotten  out  for  fire  insurance  companies  that  I  have 
seen. 

Mr.  Carusi.  Take  this  table  of  22  American  companies,  which  is 
one  of  the  things  which  has  been  most  severely  criticized.  Do  you 
think  that  is  misleading? 

Mr,  Douglas.  Do  you  mean  the  part  about  40  per  cent? 

Mr.  Carusi.  No;  I  mean,  taking  it  as  a  whole,  do  you  think  that 
was  an  illegitimate  use  to  make  of  those  figures  ? 

Mr.  Wolfe.  Not  with  the  explanation  that  went  with  it.  If  a 
man  would  read  the  literature  that  went  with  those  tables,  there  was 
not  a  misstatement  in  them. 

Mr.  Carusi.  A  great  many  States  are  making  rates  now,  are  they 
not,  themselves,  instead  of  leaving  the  fire  insurance  companies  to 
do  it? 

Mr.  Wolfe.  Well,  they  are  attempting  to  do  it ;  yes,  sir. 

Mr.  Carusi.  The  publication  of  that  table  of  earnings  of  22  large 
fire  insurance  companies  was  not  a  thing  that  was  likely  to  be  well 
received,  do  you  think  ? 

Mr.  Wolfe.  By  the  fire  insurance  companies  themselves  ? 

Mr.  Carusi.  Yes. 

Mr.  Wolfe.  Well,  I  can  not  say  as  to  that,  Mr.  Carusi.  I  do  not 
know  whether  they  like  to  see  those  things  in  print  or  not.  Any- 
body could  get  up  those  figures  that  were  in  there.  It  did  not  require 
any  extended  knowledge  to  get  them  up.  They  were  figures  taken 
from  annual  statements  of  the  companies,  I  suppose. 

Mr.  Carusi.  Do  you  know  from  the  books  of  the  First  National 
Firelnsurance  Co.  now  extensively  that  table  showing  the  very  large 

GHTTllTlffe  nf  i\\a  la-r*rta  f^-no  inaiTpnnpp  pnmnciTiiPC!   isrnc  niT»r>nl»-i^-prI   f.VirnncrVt 
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Mr.  Wolfe.  From  the  books  of  the  First  Xational  ? 

Mr.  Carusi.  Yes;  or  do  von  know  in  any  way  about  how  many 
of  those  were  sent  out  all  over  the  United  States  ? 

Mr.  WouFE.  No,  sir ;  I  do  not  Imow.  I  presume  they  were  sent  out 
pretty  broadcast,  but  I  do  not  know. 

Mr.  Johnson.  Mr.  Carusi,  just  a  few  moments  ago,  when  you 
were  interrogating  the  witness  as  to  the  character  of  literature  that 
was  being  sent  out,  did  you  mean  for  one  of  the  companies  or  for 
both  of  them ;  and  if  for  one,  which  one  ? 

Mr.  Caeusi.  "Well,  I  meant  for  both. 

ilr.  Wolfe.  They  are  both  of  about  the  same  class.  One  company 
has  one  little  booklet  that  the  other  has  not  got.  I  think  it  is  called 
"  Ten  Reasons,"  or  something  like  that. 

Mr.  Caeusi.  You  have  looked  over  all  the  literature  of  both  com- 
panies, have  you  not,  Mr.  Wolfe  t 

Mr.  AVoLFE.  Yes,  sir:  all  that  has  been  given  to  me.  I  have  asked 
for  it,  and  wliat  I  have  been  able  to  get  and  what  they  have  given  me 
I  have  looked  over. 

Mr.  Carisi.  You  have  been  in  a  pretty  good  position  during  the 
past  month  to  <,ret  all  there  was  around  that  office,  have  you  not? 

Mr.  AVdLFK.  Yes.  sir :  nothing  has  been  denied  me  that  I  have  asked 
for. 

Mr.  Caeusi.  And  you  liave  been  there  every  day  and  a  good  many 
evenings  ? 

^Ir.  Wolfe.  Yes,  sir. 

ilr.  Caei:si.  I  am  going  to  hand  you  now  a  report  on  the  examina- 
tion of  the  Protective  Holding  Corporation  and  the  Protective  Fire 
Insurance  Co.,  of  Syracuse,  N.  Y.,  and  ask  you  whether  you  are 
familiar  with  that? 

^Ir.  Johnson.  Let  him  state  the  number. 

Mr.  Caeusi.  This  is  Xo.  2  of  the  reports  of  the  hearings,  page  168 
[handing  document  to  Mr.  Wolfe]. 

jNIr.  Wolfe.  Yes,  sir;  I  have  seen  this  quite  a  while  ago. 

Mr.  Caeusi.  It  was  testified  to  here  by  Mr.  Best  that  every  now  and 
then  he  felt  it  his  duty  to  bring  something  in  about  the  Protective 
Holding  Corporation,  in  speaking  of  the  Commercial  Fire  Insurance 
Co.  Will  you  tell  the  committee  whether  you  have  read  the  report 
of  the  New  York  insurance  department  carefully  or  not? 

Mr.  Wolfe.  Yes,  sir;  I  have. 

Mr.  Caeusi.  Will  you  tell  the  committee  what  you  think  of  that 
report  as  reflecting  upon  Mr.  Tuttle  or  upon  Tuttle,  Wightman  & 
Dudley  (Inc.)? 

Mr.  Wolfe.  I  think  it  is  rather  favorable  to  them. 

Mr.  Carusi.  What  do  you  base  that  on  ? 

Mr.  Wolfe.  Well,  there  are  several  quotations  in  here  which  are 
distinctly  favorable  to  them. 

Mr.  Caeusi.  I  will  be  glad  to  have  you  read  them  into  the  record, 
if  you  will. 

Mr.  Wolfe.  For  instance,  on  page  168  of  the  record — this  is  in  No. 
2 — there  is  a  paragraph — about  the  third  paragraph  of  the  report  of 
the  examination  of  the  Protective  Holding  Corporation  and  the  Pro- 
tective Fire  Insurance  Co.,  of  Syracuse,  N.  Y.,  which  says : 

The  history  of  the  Protective  Holding  Corporation  may  be  divided  into  two 
periods:  From  November,  1909,  to  May,  1910,  the  first  period  of  its  existence, 
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the  corporation  under  the  manageuieiit  of  Ira  A.  Manning,  pursued  the  usual 
method  of  selling  stock  through  the  medium  of  sales  agents.  This  method  has 
proven  costly  to  the  corporation,  mid  in  May,  1910,  it  has,  under  the  direction 
of  Wightman  &  Dudley,  adopted  a  plan  of  selling  its  stock  to  the  public  by 
mail. 

That  sort  of  divides  it  up,  and  shows  that  Mr.  Manning  was  really 
the  originator  of  it — of  the  selling  seheme. 
Now,  on  page  172,  under  the  heading  of  "  Prospectus,"  it  says : 

The  first  oflicial  prospectus  of  the  Protective  Holding  Corporation  issued  un- 
der the  direction  of  its  general  manager,  Ira  A.  JIanning,  outlines  an  ambitious 
scheme — 

And  SO  forth,  showing  that  Mr.  Manning  was  the  first  one. 

Then,  on  page  176,  under  "  Comparison  of  old  and  new  contracts," 
it  says : 

From  a  comparison  of  the  old  and  new  contracts  it  is  evident  that  the  firm 
of  Wightman  &  Dudley,  advertising  and  mail-order  specialists,  have  combined 
forces  with  the  Tuttle  Underwriting  Agency,  and  have  formed  a  copartnership 
for  the  purpose  of  selling  the  stocks  in  the  holding  corporation,  promoting 
fire  insurance  companies,  and  of  conducting  the  underwriting  business  of  such 
companies  under  a  form  of  contract  outlined  herein.  All  the  copartners  in 
the  firm  are  officers  and  directors  of  the  Protective  Holding  Corporation. 

Then  the  next  paragraph  under  the  heading  "stock-selling  con- 
tract," it  says: 

Under  the  old  contract  the  stock-selling  agents  received  a  commission  of 
12  per  cent,  and  the  cost  of  printed  matter  was  paid  by  the  company. 

Under  the  new  contract  the  company  will  pay  a  commission  of  5  per  cent 
and  all  expenses  incurred  in  the  sale  of  stock  not  exceeding  10  per  cent.  It 
is  to  be  noted,  however,  that  this  arrangement  does  pot  limit  the  promotion 
of  expenses  to  15  per  cent  of  the  gross  subscriptions,  since  the  salaries  of 
officers,  home-office  employees,  and  home-office  expenses  are  not  included  within 
the  above  limitation. 

Then  the  summary  of  the  report : 

This  corporation  has  been  engaged  for  a  period  of  eight  months  in  securing 
subscriptions  to  its  capital  stock  for  the  purpose  of  financing  the  Protective 
Fire  Insurance  Op.  of  Syracuse,  N.  Y.,  and  now  iwsse.sses  cash  assets  amount- 
ing to  $26,263.08  and  subscription  notes  amounting  to  $45,196.  In  addition, 
there  are  unpaid  installments  to  be  collected  on  account  of  subscription  agree- 
ments amounting  to  $96,927.71. 

These  results  have  been  accomplished  by  the  corporation  at  a  cost  of  $47,843 
to  its  subscribers.  Realizing  that  the  method  of  selling  stock  by  means  of 
personal  interviews  has  been  costly,  the  management,  on  May  1,  1910,  adopted 
the  plan  of  selling  the  stock  to  the  public  by  mail.  This  plan  inaugurated  by 
the  agency  of  Messrs,  Wightman  &  Dudley,  has  resulted  in  a  reduction  of  the 
total  expense  of  selling  the  stock  to  about  15  per  cent  of  the  gross  amount  of 
subscriptions.  Conservatively  estimated,  the  total  cot  to  subscribers  on  the 
above  basis  will  approximately  amount  to  from  $600,000  to  $750,000  out  of  a 
total  of  $2,500,000  to  be  paid  in  tor  the  surplus  of  the  fire  insurance  company. 

By  eliminating  Ira  A.  Manning  from  its  affairs,  the  corporation  has  suc- 
ceeded in  materially  reducing  the  expenses  incidental  to  the  sale  of  stock  and  in 
effecting  economies  in  the  management  of  the  home  office  of  the  corporation. 

While  the  prospectus  of  the  company  contained  misleading  information 
and  the  agency  contracts  were  subject  to  the  criticism  of  this  department,  it 
has  since  shown  a  serious  and  earnest  purpose  to  reform  its  literature,  revise 
its  contracts,  and  to  generally  correct  the  abuses  which  existed  prior  to  this 
examination. 

From  that  report,  it  would  seem  to  me  that  most  of  the  things 
that  were  bad  in  the  Protecti\'e  Holding  Corporation  were  under  the 
general  management  of  Mr.  Manning  at  that  time 

Mr.  Carusi.  Mr.  Wolfe,  you  have  already  testified  that  both  of 
these  companies  are  now,  and,  as  far  as  your  examination  shows, 
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alwaj's  has  been  perfectly  solvent,  even  according  to  the  strictest  de- 
partmental standard  of  any  State  in  this  Union  with  which  you  are 
familiar  ? 

Mr.  Wolfe.  Yes;  and  even  omitting  any  increase  in  assets  by  rea- 
son of  the  Southern  Building. 

Mr.  Carusi.  Even  omitting  the  increase  in  assets  due  to  the  South- 
ern Building? 

Mr.  WoLTE.  Yes,  sir. 

Ml-.  Carusi.  Now,  I  want  to  ask  you  whether  or  not  these  compa- 
nies are  not  both  of  them  in  a  reasonably  prosperous  condition,  even 
omitting  the  profit  made  on  the  purchase  of  the  Southern  Building, 
considering  them  as  new  enterprises? 

]Mr.  AVoLFE.  Yes,  sir;  they  are  in  a  reasonably  prosperous  condi- 
tion. 

Mr.  Carusi.  Do  you  know  of  anything  that  your  minute  examina- 
tion of  the  books,  affairs,  and  conduct  of  these  companies  may  have 
revealed  to  you  in  the  past  month,  of  anything  which  would  make  it 
the  duty  of  any  insurance  dejjartment  to  criticize  these  companies, 
either  in  the  interest  of  policy  holders  or  in  the  interest  of  stock- 
holders ? 

Mr.  "Wolfe.  No,  sir;  I  can  not,  except  that  possibly  I  have  felt 
that  the  agency  ccmtract  or  the  underwriting  contract  was  not  an 
equitable  contract  for  a  small  growing  company.  It  is  the  usual  con- 
tract which  is  in  existence  for  general  agents. 

Mr.  Carusi.  You  have  the  same  view,  have  you  not,  concerning  a 
general  agency  contract  which  Mr.  Best  expressed,  that  the  better  and 
more  economical  mode  of  managing  the  affairs  of  a  company  is  for 
it  to  own  its  own  agency  establishments  throughout  the  country? 

Mr.  AVoLFE.  Yes;  I  am  of  that  opinion,  for  a  small,  growing  com- 
pany. 

Mr.  Carusi.  AVell,  you  know  that  very  few  companies  are  actually 
operating  in  that  manner,  do  you  not? 

^Ir.  AA^OLFE.  Yes,  sir ;  very  few.    This  is  the  usual  agency  method. 

Mr.  Carusi.  Let  me  ask  you  if  an  explanation  of  that  may  not  be 
that  the  companies  are  not  willing  to  take  the  risks  involved  in  the 
establishment  of  general-agency  plants,  and  pay  out  all  the  money 
in  advance  and  trust  to  the  money  to  come  in  ?  Is  not  that  one  of  the 
reasons  for  this  general-agency  contract,  to  let  the  underwriters  take 
the  risk? 

Mr.  AA^OLFE.  AA^ell,  they  certainly  do  take  a  great  proportion  of  the 
risk  when  they  take  this  kind  of  contract. 

Mr.  Carusi.  Yes. 

Mr.  Wolfe  (continuing).  But  they  also  are  comparatively 

Mr.  Carusi  (interpo.sing).  Particularly  as  to  the  item  of  expense; 
is  not  that  so  I 

Mr.  AA'oLFE.  In  the  item  of  expen.se  of  the  underwriting  depart- 
ment ? 

]Mr.  Carusi.  Yes. 

Mr.  Wolfe.  Yes. 

Mr.  Carusi.  They  agree  to  put  the  business  on  the  books  of  the 
company  at  a  fixed  rate  ? 

Mr.  AVoLFE.  Yes. 

Mr.  Carusi.  And  if  they  can  not  get  it  on  the  books  of  the  com- 
pany without  paying  more,  particularly  at  first,  they  have  to  lose, 
and  make  it  up  when  the  company  is  more  prosperous  in  the  future? 
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Mr.  Wolfe.  That  is  the  idea ;  yes. 

Mr.  Caeusi.  Do  you  think  there  is  anything  in  the  condition  of 
these  companies  which  would  have  made  it  to  the  interest  of  the 
poUcy  holders  or  of  the  stockholders  to  publish  broadcast  criticisms 
against  these  two  companies  ? 

Mr.  Wolfe.  I  should  think  it  would  be  to  the  detriment  of  both 
of  them,  Mr.  Carusi. 

Mr.  Carusi.  If  any  insurance  department  did  make  criticisms 
that  vou  believed  were  unwarranted  and  published  them  broadcast, 
would  not  the  effect  simply  be  to  eliminate  one  more  company  from 
competition  with  those  already  existing? 

Mr.  Wolfe.  If  they  succeeded  in 

Mr.  Carusi  (interposing).  In  downing  the  company? 

Mr.  Wolfe.  In  downing  the  company,  that  would  be  the  effect 

of  it. 

Mr.  Carusi.  It  would  ruin  the  stockholders,  necessarily,  would  it 
not  ?    Would  not  that  be  the  effect  of  such  publicity  ? 

Mr.  Wolfe.  It  would  have  a  bad  effect  on  them.  Whether  or  not 
it  would  ruin  them  absolutely,  I  can  not  say. 

Mr.  Carusi.  It  would  be  serious.  Now,  I  want  to  ask  you  a  gen- 
eral question,  and  I  want  you  to  answer  it  very  seriously  and  very 
carefully,  and  that  is  whether  you  know  of  anything  in  the  conduct  of 
these  companies  which,  in  your  opinion  as  a  consulting  actuary  for 
so  many  different  State  insurance  departments  you  have  enumer- 
ated, would  justify  the  refusal  of  any  State  to  license  either  of  these 
companies  ? 

Mr.  Wolfe.  No  legal  objection,  providing  the  Southern  Building 
is  worth  what  is  stated. 

Mr.  Carusi.  Well,  when  you  say  "  no  legal  objection,"  what  is  your 
mental  reservation?  What  other  kind  of  objection  have  you  in 
mind? 

Mr.  Wolfe.  Oh,  I  mean  that  some  of  the  departments  have  extraor- 
dinary powers,  and  could  go  beyond  legal  objections.  I  can  not  say 
whether  some  one  man  might  feel  antagonistic  to  anybody  in  this 
corporation  and  would  want  to  keep  it  out.     That  is  what  I  mean. 

Mr.  Carusi.  You  mean  none  of  them  would  have  the  legal  right 
to  do  it? 

Mr.  Wolfe.  No,  sir. 

Mr.  Carusi.  But  they  would  have  the  legal  power  to  do  it  ? 

Mr.  Wolfe.  Not  the  legal  power,  but  the  right  to  do  it  under  their 
method  of  conducting  the  department. 

Mr.  Carusi.  Now,  Mr.  Wolfe,  I  am  nearing  the  end  of  your  ex- 
amination. Have  you  not,  in  the  examination  of  a  great  many  fire 
insurance  companies,  had  occasion  to  look  into  their  real  estate  in- 
vestments ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  I  want  to  ask  you  whether,  in  your  entire  experience 

in  examining  the  books  and  affairs  of  fire  insurance  companies,  you 

ever  heard  of  ai  case  in  which  in  estimating  the  income  from  real 

.  estate,  obsolescence  was  charged  off  against  the  income  of  the  real 

estate  ? 

Mr.  Wolfe.  Well,  of  course,  Mr.  Carusi,  I  do  not  know  exactly 
how  the  term  "  obsolescence  "  is  used  here. 
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Mr.  Carusi.  Did  you  ever  hear  the  use  of  that  word  before? 

Mr.  AVoLFE.  Never  as  regarding  real  estate.  I  have  heard  it  in 
regard  to  factory  machinerj',  but  never  regarding  real  estate. 

Mr.  Cartjsi.  Let  me  ask  you  this  question,  which  I  think  will 
throw  a  little  light  upon  it:  If  the  Southern  Building  is  worth 
$2,000,000  now  and  is  carried  on  our  books  at  $2,000,000,  and  if  in 
five  years  it  should  be  legallv  established  to  be  worth,  as  an  entirety, 
$2,200,000,  how  would  that  "other  $200,000  appear?  In  the  income 
column  of  the  company,  would  it  not  ? 

Mr.  Wolfe.  It  would  appear  as  an  increase  in  the  ledger  assets 
by  adjustment  in  the  income  column. 

jNIr.  Caeusi.  Exactly.  Suppose,  on  the  other  hand,  in  some  equally 
legal  and  final  manner,  it  were  discovered  five  years  from  now  that 
the  Southern  Building  were  only  worth  $1,800,000;  how  would' the 
$200,000  loss  appear  ? 

Mr.  Wolfe.  Under  the  disbursement  column,  as  a  loss,  by  decrease 
in  the  adjustment  of  ledger  assets. 

Mr.  Carisi.  In  no  case  would  there  be  any  entries  on  the  books 
of  a  fire  insurance  company,  would  there,  where  on  one  side  of  the 
account  would  appear  appreciation  in  the  value  of  the  land  and  on 
the  other  side  wculd  appear  depreciation  in  the  value  of  the  building? 

Mr.  'Wolfe.  A^'ell,  there  might  be  anything  of  that  kind. 

^[r.  Cartsi.  AVould  not  the  net  value  of  the  building  be  taken  as 
either  ap]ireciatin^  as  a  whole,  and  therefore  giving  a  gain  on  the 
income  side  of  the  msurance  ledger,  or  would  it  not,  if  there  had  been 
a  net  loss,  appear  on  the  disbursement  side? 

yir.  Wolfe.  Do  ^'Ou  mean  to  say,  as  a  general  thing,  do  they  con- 
sider the  land  and  buildmg  together? 

Mr.  Carusi.  Yes. 

!Mr.  AA'oLFE.  Yes,  sir;  always. 

Mr.  CARrsT.  And  if  depreciation  has  exceeded  appreciation  the 
result  will  be  a  net  loss,  which  will  appear  in  the  disbursement  col- 
umn of  the  ledger  of  the  insurance  company  ? 

Mr.  Wolfe.  Yes,  sir ;  a  net  loss  or  a  net  gain  is  all  there  is  to  it. 

Mr.  Carusi.  Or,  if  the  reverse  has  taken  place,  and  the  ground  has 
appreciated  in  value  more  than  the  building  has  depreciated,  then, 
if  a  new  appraisal  is  had,  or  if  an  inventory  is  taken,  that  will  appear 
as  a  gain  in  the  ledger  assets  of  the  company  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  But  anyway  that  that  is  done,  the  depreciation  is  auto- 
matically taken  care  of,  is  it  not,  if  there  has  been  any,  in  the  new 
value  for  the  entire  structure — building  and  ground  ? 

Mr.  Wolfe.  Will  you  read  that  question  again?  I  did  not  get  it. 
[Question  read  by  the  shorthand  reporter.]     Yes;  I  .should  say  so. 

Mr.  Carusi.  It  will  appear  as  a  net  gain  or  a  net  loss  upon  the 
books  of  the  insurance  company,  will  it  not  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Did  you  ever  hear  of  any  fire  insurance  company 
charging  off  a  fixed  percentage  for  depreciation  each  year  on  its 
building  ? 

Mr.  Wolfe.  Yes ;  I  have  heard  of  it. 

jNIr.  Carusi.  A  fire  insurance  company '( 

Mr.  Wolfe.  In  the  case  of  an  insurance  company  I  have  heard  of. 
they  charged  off  a  fixed — if  the  building  is  depreciating,  and  the  land 
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is  not  appreciating,  then  they  must  necessarily  bring  it  down  to  the 
market  value. 

Mr.  Caeusi.  Well,  then,  that  represents  the  net  loss  you  have  just 
been  talking  about,  and  that  must  appear  on  the  books  of  the  com- 
pany? 

Mr.  Wolfe.  Yes. 

Mr.  Caeusi.  But  I  mean,  apart  from  that,  is  it  customary  in  keep- 
ing the  books  of  a  fire  insurance  company  to  charge  off  each  year  a 
certain  fixed  percentage  for  obsolescence,  whether  any  has  occurred 
or  not? 

Mr.  Wolfe.  Well,  not  if  none  has  occurred;  no,  sir.  If,  in  the 
opinion  of  the  directors  of  the  company  such  a  loss  has  occurred  and 
there  is  no  offset  to  it  in  the  shape  of  an  increase  in  the  land,  then 
they  would  have  to  charge  off  something  to  bring  it  to  the  market 
value. 

Mr.  Caeusi.  The  point  I  want  to  get  at  is  this :  It  has  been  testi- 
fied here  that  2  per  cent  represents  an  average  obsolescence  in  build- 
ings. Now,  I  want  to  know  whether  well-managed  fire  insurance 
companies  throughout  this  country  charge  off  every  year  2  per  cent 
of  the  value  of  the  buildings  that  they  own  ? 

Mr.  Wolfe.  No  ;  I  should  not  think  it  is  as  large  as  that. 

Mr.  Caeusi.  Do  they  charge  off  any  regular  fixed  percentage  each 
year  ? 

Mr.  Wolfe.  No  ;  no  regular  fixed  percentage. 

Mr.  Caeusi.  They  let  the  matter  wait  until  a  new  appraisal  is 
either  necessary  or  is  made,  to  determine  whether  the  building  and 
ground,  as  a  whole,  are  worth  more  or  worth  less,  do  they  not  ? 

Mr.  Wolfe.  To  find  out  the  value  of  their  land,  they  do ;  yes,  sir. 

Mr.  Caeusi.  As  an  asset? 

Mr.  Wolfe.  The  value  of  their  holdings ;  yes ;  because  it  is  a  differ- 
ent proposition  than  if  they  consider  it  from  an  income  basis. 

Mr.  Caeusi.  It  has  been  stated  here,  Mr.  Wolfe,  that  the  Equitable 
Life  Assurance  Society  charged  off  its  real  estate ;  in  one  case,  charged 
off  the  entire  value  of  the  old  Equitable  Building  down  on  Broad- 
way.   Have  you  got  Best's  Life  Insurance  Reports  for  1912? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  I  will  "ask  you  to  turn  to  page  232. 

Mr.  Wolfe.  All  right ;  here  it  is.     What  do  you  want  me  to  do  ? 

Mr.  Caeusi.  I  will  ask  you  to  inform  the  committee  what  the 
facts  appear  to  have  been  with  respect  to  that. 

Mr.  Wolfe.  Just  with  respect  to  the  building  ? 

Mr.  Caeusi.  Yes ;  from  Best's  reports. 

Mr.  Wolfe.  It  says  here : 

In  January,  1912,  the  home  office  building  of  the  company,  at  120  Broadway, 
was  destroyed  by  fire.  Though 'the  whole  property  was  carried  on  its  books  at 
$13,500,000  it  had  no  insurance  upon  the  building,  because  the  property  was 
considered  by  appraisers  worth  more  without  the  building  than  with  it.  There 
will  be  no  apparent  loss  of  surplus  because  of  this ;  but  the  building  should  have 
been  insured  for  at  least  $1,500,000  and  preferably  more. 

Mr.  Caeusi.  The  Equitable  Life  Assurance  Society  is  partly  a. 
stock  and  partly  a  mutual  company,  is  it  not  ? 

Mr.  Wolfe.  Yes,  sir ;  it  has  $100,000  of  capital  stock. 

Mr.  Caeusi.  And  that  stock  was  purchased  recently,  was  it  not, 
from  Mr.  Ryan  by  Mr.  Morgan— 51  per  cent  of  it? 
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Mr.  WoLTE.  By  Mr.  Morgan ;  yes.  sir. 

Mr.  Carcsi.  Well,  I  will  suspend  now.  because  it  is  1  o'clock. 

Mr.  Eedfield.  Just  one  moment.  Mr.  "Wolfe,  how  many  directors 
of  the  Equitable  are  elected  by  the  stock  I 

Mr.  Wolfe.  Well,  I  could  not  tell  you.  offhand,  Mr.  Redfield. 

Mr.  Eedfield.  How  many  directors  are  elected  by  the  polity 
holders  ? 

j\Ir.  Wolfe.  Quite  a  number  of  them ;  I  know  that. 

Mr.  Eedfield.  Do  you  not  know,  as  a  matter  of  fact,  that  the  ma- 
jority of  the  board  are  elected  by  the  policy  holders^ 

^Mr.  AYoLFE.  The  majority  of  the  board  ? 

Mv.  Eedfield.  Yes. 

Mr.  Wolfe.  I  do  not,  ]Mr.  Eedfield.    I  could  not  say  offhand. 

Mr.  Eedfield.  I  will  state,  as  a  matter  of  fact,  that  that  is  the 
case.  The  stock  does  not  control  the  company.  A  majority  of  four 
of  the  directors  are  elected  by  the  policy  holders. 

^Slr.  Wolfe.  I  believe  that  is  true,  but  I  can  not  carry  these  things 
around  in  my  head,  Mr.  Eedfield. 

^Ir.  Eedfield.  That  is  all. 

'Sir.  Johnson.  The  committee  will  take  a  recess  now  until  2.15. 

Whereupon,  at  1.10  o'clock  p.  m.,  the  subcommittee  tcwk  a  recess 
until  2.1  ">  o'clock  p.  m. 

AFTEK  RECESS. 

The  subcommittee  met,  pursuant  to  the  taking  of  recess,  at 
2.1.5  p.  m. 

TESTIMONY  OF  MR.  LEE  J.  WOLFE— Continued. 

^Ir.  Carusi.  ^Ir.  AVolfe,  you  said,  I  think,  in  answer  to  one  ques- 
tion, that  this  Commercial  Fire  Insurance  Co.  was  a  new  company, 
and  in  another  connection  you  said  it  was  an  old  company.  See  if 
we  can  not  clear  that  up.  The  Commercial  was  in  existence  some 
18  or  20  years;  it  was  a  little  company,  with  $100,000  capital,  upon 
which  no  surplus  had  ever  been  paid  at  the  time  of  the  organization, 
and  had  accumulated  a  surplus  of  about  $36,000.    Is  not  that  true? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  So  that  it  was  an  old  company  in  point  of  fact.  As 
a  legal  entity  and  as  a  small  company  it  was  an  old  company,  but 
as  a  company  which  was  being  built  up  into  a  million  dollar  com- 
pany, which  would  entitle  it  to  compete  for  business  on  a  large  scale, 
it  was,  so  far  as  all  the  problems  it  had  to  meet,  just  as  much  a  new 
company  as  if  it  had  been  newly  organized?     Is  not  that  true? 

Mr.  Wolfe.  Perfectly  true;  yes,  sir. 

Mr.  Carusi.  So  that  it  was  both  an  old  and  a  new  company,  de- 
pending upon  the  angle  at  which  it  had  to  be  viewed  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  The  last  question  I  asked  you  was  about  the  Equitable 
charging  off  its  building,  and  I  want  to  ask  you  again  to  state  in 
answer  to  my  question  to  the  committee  and  some  other  questions 
I  am  going  to  ask  you,  I  want  you  to  give  your  ideas  in  place  of 
figures,  if  you  can,  and  then  shoAv  that  your  idea  is  based  upon  the 
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actual  figures,  because  we  all  understand  ideas  better  than  we  do 
long  rows  of  figures. 

Mr.  Wolfe.  I  will  try  to  make  myself  plain,  Mr.  Carusi. 

Mr.  Caeusi.  As  I  understood  your  testimony,  the  Equitable  Life 
Assurance  Society  charged  off  at  one  fell  swoop  the  entire  old  Equit- 
able Building? 

Mr.  Wolfe.  I  did  not  say  that,  Mr.  Carusi.  What  I  said  was  that 
I  read  a  statement  out  of  Mr.  Best's  book. 

Mr.  Caeusi.  That  is  what  he  said,  is  it  not  ? 

Mr.  Wolfe.  That  is  what  he  said. 

Mr.  Carusi.  That  at  one  time  they  charged  the  whole  thing  off; 
that  they  had  not  been  charging  it  off  2  per  cent  a  year  for  50  years. 

Mr.  Wolfe.  My  understanding  of  the  situation  is  this:  That  in 
one  of  the  examinations  of  the  company  the  appraiser  reported  that 
the  land  was  worth  more  with  the  building  off  than  it  was  with  the 
building  on,  and  therefore  the  company  did  not  consider  the  building 
as  worth  anything.  That  is  my  understanding.  Whether  that  is  ab- 
solutely right  or  not,  I  do  not  know,  but  that  is  the  usual  understand- 
ing that  I  have  about  it.  I  could  not  answer  positively  about  that 
without  examining  the  Equitable  Life. 

Mr.  Carusi.  In  other^words,  they  increased  their  ledger  assets  by 
charging  off  the  building? 

Mr.  Wolfe.  My  understanding  is  they  left  them  at  the  same  figure. 

Mr.  Carusi.  Left  them  at  the  same  figure  ? 

Mr.  Wolfe.  After  charging  off  the  building. 

Mr.  Carusi.  And  if  the  Southern  building  site  were  worth  more 
without  the  Southern  Building— if  it  were  worth  $2,200,000  without 
the  building  and  only  $2,000,000  with  it.  it  would  be  good  policy 
for  us  to  charge  the  building  right  off  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  And  in  addition  to  charging  it  off,  try  to  get  it  off 
just  as  quick  as  possible  ? 

Mr.  Wolfe.  To  tear  it  down. 

Mr.  Carusi.  That  is,  to  physically  remove  it  in  some  way  ? 

Mr.  Wolfe.  Well,  tear  it  down ;  yes,  sir. 

Mr.  Caeusi.  Unless  Providence  took  charge  of  that  in  some  way  ? 

Mr.  Wolfe.  Of  course,  I  have  no  control  over  that. 

Mr.  Carusi.  I  want  to  recapitulate  just  a  little  some  of  the  figures 
we  have  been  going  over  to  see  if  we  can  clear  up  some  points  that  are 
still  doubtful.  I  understood  you  to  testify  in  effect  that  the  early 
years  either  of  a  brand-new  fire  insurance  company,  or  one  which 
was  in  effect  new,  like  the  Commercial,  viewed  from  the  angle  of  a 
million-dollar  company,  that  the  expense  was  likely  to  be  higher, 
that  the  loss  was  likely  to  be  higher  than  normal,  and  that  the  un- 
earned premium  liability  on  the  growing  income  was  apt  to  eat  up 
the  surplus  very  rapidly  unless  that  surplus  was  supplied  from  the 
outside  in  some  way  ? 

Mr.  Wolfe.  That  is  correct,  Mr.  Carusi,  but  I  can,  perhaps,  make 
it  a  little  more  plain  to  you  in  this  way:  That  here  is  a  company 
that  is  writing  a  large  amount  of  new  business.  The  unearned  pre- 
mium requirements  run  from  55  to  60  per  cent,  depending  upon  the 
amount  of  term  business  that  is  written.  We  therefore  have  to  take 
that  right  oiit  of  the  premium.  In  addition  to  that  we  have  a  very 
large  commission  rate  to  pay,  of  about  40  per  cent.     The  better  the 
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class  of  business  we  get,  the  higher  the  rate  of  commission.  That 
leaves  us  95  per  cent.  That  leaves  us  nothing  for  salaries,  printing, 
I)ostage,  or  other  numerous  expenses  of  running  any  business,  and 
you  can  very  readily  see  that  the  whole  premium  income  is  eaten  up. 
Now,  that  is  a  condition  that  not  only  exists  with  new  companies, 
but  which,  to  a  large  extent,  exists  in  practically  every  fire  insurance 
company ;  and  if  these  people  had  attempted — if  the  Commercial 
Fire  Insurance  Co.  had  attempted — to  go  out  and  write  this  increas- 
ing amount  of  business  without  getting  a  surplus  supplied  from 
some  source,  they  would  not  have  been  able  to  do  it.  Inside  of  two 
months  their  surplus  would  harve  been  wiped  out,  their  capital  would 
have  been  impaired.  It  is  not  an  unusual  proceeding  at  all  for  a 
company  to  sell  its  stock  as  a  going  concern  at  a  premium  when  it 
wants  to  get  out  and  write  more  business.  In  fact.  I  do  not  know 
of  any  company,  as  I  said  this  morning,  unless  they  declared  a  stock 
dividend,  that  increased  its  capital  in  any  other  way  than  by  selling 
il  at  a  premium.  For  instance,  you  take  the  Hartford  Fire  Insur- 
ance Co. ;  at  the  time  of  the  San  Francisco  earthquake  and  fire  their 
surplus  was  practically  wiped  out,  and  they  went  out  and  sold  in- 
creased stock,  $750,000  of  it,  at  four  times  the  par  value,  so  that  they 
received  an  additional  new  source  of  supply  to  go  out  and  to  con- 
tinue their  old  business  and  to  gradually  build  up  again  from  the 
point  where  they  were  wiped  out.  There  are  numerous  instances 
of  companies  that  have  increased  their  capital  while  they  were  doing 
business,  and  every  time  they  have  sold  it  at  anywhere  from  two  to 
one  to  five  to  one.  For  instance,  if  you  take  the  Firemen's  Fund 
Insurance  Co.  of  San  Francisco;  they  were  completely  wiped  out 
by  the  San  Francisco  fire.  They  did  not  even  have  a  record  left. 
When  they  came  to  reorganize  they  sold  their  stock  at  five  for  one, 
and  gave  it  to  the  policyholders  in  the  shape  of  a  payment  on  their 
losses.  In  other  words,  they  paid,  for  instance,  one-fifth  of  the  loss 
and  gave  the  rest  of  it  in  stock  at  five  to  one,  so  that  in  that  way 
they  were  able  to  save  the  company  and  start  all  over  again  and 
build  it  up,  and  in  addition  to  that  they  sold  some  stock  to  outsiders 
at  the  same  price. 

Mr.  Caetjsi.  This  underwriting  loss,  which  is  bound  to  result  to 
a  company  during  its  upbuilding  period,  will  go  on  from  year  to 
year  just  as  long  as  it  is  increasing  its  premium  income,  each  month 
over  the  previous  month  and  each  year  over  the  previous  year. 

Mr.  Wolfe.  It  will  go  on  until  the  company  gets  to  a  stable  basis, 
where  this  preimium  income  is  about  the  same  month  after  month. 

Mr.  Caeusi.  If  the  stock  is  sold  at  a  premium  during  these  forma- 
tive years,  these  upbuilding  years,  the  premium  that  is  paid  in  is 
going  to  be  paid  in  on  a  business  that  is  going  to  show  an  under- 
writing loss  year  after  year  until  they  reach  that  stable  period,  is 
it  not? 

Mr.  WoLTE.  Yes,  sir;  until  they  reach  that  stable  period. 

Mr.  Carusi.  Is  that  not  normal  and  is  it  not  inevitable  in  the  case 
of  a  company  that  is  building  up  its  business  rapidly  ? 

Mr.  Wolfe.  Yes,  sir.  It  makes  no  difference,  Mr.  Carusi.  It 
would  not  have  made  any  difference  in  the  end  to  the  Commercial 
if  they  had  gotten  together  and  had  all  this  capital  stock  sold  at  once 
and  had  this  $500,000  of  surplus  paid  in  at  once;  they  would  have 
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showed  just  exactly  the  same  loss  on  the  same  amount  if  they  did 
the  same  amount  of  business. 

Mr.  Cakusi.  Let  me  ask  you  about  this  Hartford  Fire  Insurance 
Co.  You  have  already  described  the  situation  and  we  had  it  from 
another  witness. 

Mr.  WotFE.  Yes ;  I  believe  Mr.  Best  testified  about  it. 

Mr.  Caeusi.  Their  surplus  was  wiped  out,  and  they  sold  three- 
quartres  of  a  million  dollars'  worth  of  thei  rstock  at  an  enormous 
premium.  Do  you  know  whether  they  suspended,  during  that  time, 
the  dividend  that  they  had  been  paying? 

Mr.  Wolfe.  They  did  not. 

Mr.  Caeusi.  They  paid  it  just  the  same  ? 

Mr.  Wolfe.  Just  a- minute,  now.  Let  me  make  sure  of  that.  That 
was  1906.    They  paid  in  dividends  that  year  $437,500. 

Mr.  Caeusi.  They  paid  that  dividend  out  of  the  premium  they 
got  on  the  sale  of  additional  stock  ? 

Mr.  Wolfe.  Well,  I  presume  a  good  part  of  it,  for  they  had  an 
enormous  underwriting  loss.  Their  record  that  year  was:  Under- 
writing loss,  96.7  per  cent ;  and  expenses  to  premiums,  35.3  per  cent, 
making  131  per  cent,  approximately,  of  underwriting  loss  in  that 
year.    So  they  must  have  had. 

Mr.  Redfield.  How  did  that  affect  their  surplus?  What  was  left 
of  the  surplus  after  they  paid  these  losses? 

Mr.  Wolfe.  After  they  paid  the  San  Francisco  losses? 

Mr.  Redfield.  Yes. 

Mr.  Wolfe.  Let  us  see.    In  1906  their  surplus  was  $2,783,000. 

Mr.  Caeusi.  That  was  at  the  end  of  the  year,  was  it  not? 

Mr.  WoLi^.  Yes,  sir ;  at  the  end — no ;  I  had  better  start  with  1905. 
In  1905  their  surplus  was  $5,124,820.  They  paid  in  $3,000,000  in 
surplus,  which  should,  if  there  had  not  been  an  unusual  fund  that 
year,  have  left  them  with  a  surplus  of  $8,124,000.  They  ended  up 
the  year  with  $2,783,254.  So  that  in  spite  of  increasing  their  surplus 
$3,000,000  they  only  had  $5,341,000  left  at  the  end  of  the  year. 

Mr.  Caeusi.  No;  they  had  $2,000,000  left,  did  they  not? 

Mr.  Wolfe.  They  had  $2,783,254,  so  that  they  really  lost  during 
the  year  $5,341,000  in  surplus. 

Mr.  Caeusi.  In  other  words,  at  the  end  of  the  year  they  had  con- 
siderably less  surplus  than  they  had  gotten  as  premium  on  stock  ? 

Mr.  Wolfe.  Oh,  yes. 

Mr.  Caeusi.  Outside  of  what  they  started  with  at  the  beginning  of 
the  year? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  And  still  they  paid  that  dividend? 

Mr.  Wolfe.  Still  they  paid  the  dividend ;  yes,  sir. 

Mr.  Caeusi.  That  transaction  was  not  generally  criticized  by  the 
insurance  departments,  was  it? 

Mr.  Wolfe.  I  have  not  ever  heard  of  any,  Mr.  Carusi.  They  were 
leaving  the  fire  insurance  companies  very  much  alone  about  that  time. 
They  did  not  want  to  bother  them  very  much. 

Mr.  Caeusi.  Mr.  Wolfe,  here  is  a  point  I  want  to  make  clear. 
There  is-a  limit,  of  course,  to  a  company  being  able  to  go  on,  even  a 
new  company  that  is  trying  to  build  up,  and  show  an  underwriting 
loss  year  after  year ;  is  not  that  so  ? 
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Mr.  Wolfe.  Yes,  sir. 

Mr.  Carlsi.  That  is  really  provided  for  by  sort  of  an  automatic 
arrangement  whereby  it  must  stop  as  soon  as  its  surplus  gets  down 
to  a  certain  point,  is  it  not,  unless  it  is  being  built  up  from  some 
outside  source? 

Mr.  Wolfe.  Oh,  yes;  it  would  have  to  stop  as  soon  as  its  surplus 
was  depleted. 

Mr.  Carusi.  So  that  a  company  which  is  in  a  solvent  and  generally 
prosperous  condition  during  its  upbuilding  period  will  go  on  show- 
ing an  underwriting  loss  year  after  year,  while  it  is  buildng  up  a 
big,  prosperous  business,  but  must  stop  that  process  just  as  soon  as 
its  surplus  has  been  brought  down  to  the  minimum  point? 

Mr.  "Wolfe.  Yes,  sir. 

Mr.  Carfst.  In  the  case  of  the  Commercial  it  is  quite  evident  from 
the  figures  you  have  furnished  that  there  has  been  some  underwriting 
loss  calculated  according  to  departmental  standards  and  leaving  out 
the  profit  on  the  building,  which  was  not  due  entirely  to  the  fact  that 
it  was  a  growing  company.  Another  element  enters  in  there,  that  it 
had  a  considerable  loss  ratio  during  1912  ? 

Mr.  Wolfe.  Fire  loss  ratio. 

Mr.  Carisi.  Yes.  And  the  question  was  asked  you  by  Judge 
Prouty  whether  if  that  kept  on,  if  it  kept  on  having  a  considerable 
fire  loss,  whether  ultimately  it  would  not  have  to  quit;  and  you 
said,  "  Yes,''  I  think. 

Mr.  Wolfe.  Well.  I  said  "  Yes,"  because  Judge  Prouty  asked  me. 
He  said  if  we  did  not  put  any  more  surplus  in  the  company,  and 
their  record  should  be  just  as  bad,  would  they  not  have  to  quit. 
It  was  a  hypothetical  question.    I  answered,  "  Yes." 

Mr.  Cahusi.  Your  answer  was  "  Yes."  That  was  the  right  answer, 
was  it  not? 

Mr.  Wolfe.  Yes;  surely. 

Mr.  Carusi.  If  you  have  a  loss  and  keep  on  having  one  year  after 
year,  ultimately  you  would  have  to  quit? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carcsi.  There  is  no  question  about  that? 

Mr.  Wolfe.  None  at  all? 

Mr.  Carusi.  And  if  the  loss  is  very  large  each  year  for  a  certain 
number  of  years  you  have  to  quit  that  much  sooner.  The  point  I 
want  to  try  to  bring  out  from  you  is  this,  as  to  whether  the  fact  that 
the  Commercial  Fire  Insurance  Co. — take  this  particular  company— 
whether  they  had  a  rather  heavier  than  usual  fire  loss  during  the 
year  1912 

Mr.  Wolfe  (interposing) .  Yes,  sir ;  they  did. 

Mr.  Carusi.  I  am  not  asking  you  if  they  did,  because  we  know 
they  did.  My  question  is  whether,  because  the  Commercial  Fire 
Insurance  Co.  had  a  rather  unusual  fire  loss,  that  is  any  fair  indica- 
tion that  that  will  be  repeated  year  after  year  until  the  company 
is  crippled? 

Mr.  Wolfe.  No,  sir.  I  should  say  not.  The  Commercial's  fire  loss 
during  the  year  1912  was  a  peculiar  one,  in  that  it  did  not  have  any 
large  amount.  It  was  made  up  of  a  numerous  lot  of  small  losses. 
I  have  those  figures  here,  if  you  would  like  to  have  me  read  them. 
I  looked  into  that  matter  as  part  of  my  examination  to  try  to  see 
just  what  the  trouble  was  with  the  losses. 
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Mr.  Cakusi.  Yes ;  that  is  what  I  want  to  find  out. 
Mr!  Wolfe.  For  instance,  I  would  say  that  a  small  company  which 
took  a  large  amount  of  risk  on  any  one  risk  was  gambling,  and  the 
easiest  way  to  find  that  out  is  to  compare  the  losses.     I  find,  for 
instance— just  on  rough  figures,  of  course;  they  do  not  exactly  bal- 
ance up ;  it  was  just  my  result  of  running  through— that  of  the  losses 
paid  during  1912,  which  amounted  to  $113,000,  the  ones  that  I  picked 
out  and  that  really  pretty  nearly  balances  with  the  other  figures 
when  you  consider  the  unpaid  loses  for  the  year,  were  as  follows: 
From  $1  to  $100  there  was  165  losses ;  from  $101  to  $250  there  were 
36  losses ;  from  $251  to  $500,  41  losses ;  from  $501  to  $750  there  were 
39  losses;  from  $751  to  $1,000  there  were  42  losses;  from  $1,001  to 
$1,500  there  were  18  losses ;  from  $1,501  to  $2,000  there  was  1  loss ; 
and  $2,000  and  over  there  was  1  loss. 
Mr.  Caeusi.  How  much  was  that  one  loss? 

Mr.  Wolfe.  $2,057.18 ;  and  of  that  one  part  of  that  was  reinsured ; 
so  that  it  shows  that  it  is  the  result  of  a  general  loss  all  over  the 
country.  It  is  not  the  result  of  underwriting  in  one  particular  place 
or  one  particular  risk,  or  anything  like  that.  It  is  simply  a  condi- 
tion which  existed  in  1912,  and  which  was  participated  in  by  all  of 
the  companies;  the  fire  record  was  very  bad  during  1912. 
llr.  Carusi.  Especially  in  the  case  of  small  companies  ? 
Mr.  Wolfe.  Well,  in  the  case  of  all  companies.  I  just  saw  in 
the  paper  to-day  that  the  Girard  Fire  &  Marine  Insurance  Co.  ex- 
perienced a  very  heavy  loss  record  during  last  year.  That  is  an  old 
company.  All  companies  experienced  it,  and  it  simply  has  hit  this 
company  at  a  time  when  it  could  not  show  up  as  well  as  it  might, 
because  they  were  in  a  growing  condition.  They  had  to  take  care  of 
their  reinsurance  reserve,  which  was  eating  a  large  part  of  it,  and 
their  upbuilding  expense,  the  expense  of  organization,  and  the  estab- 
lishment of  an  agency  plant,  without  whixih  they  can  not  get  any 
business. 

Mr.  Caettsi.  Let  me  ask  you  this  question,  because  I  think  it  goes 
right  to  the  vitals  of  this  whole  question  as  to  what  the  future  of 
a  company  may  be  expected  to  be,  although  it  may  have  had  some- 
what more  than  anticipated  fire  losses  during  a  particular  year  or 
particular  10  months  of  a  particular  year,  and  that  is  this:  You 
stated  this  morning  that  it  was  a  matter  of  averages  with  fire  insur- 
ance companies — a  matter  of  averages  over  year.  There  are  good 
years  and  there  are  bad  years. 
Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  The  results  of  the  prognostication,  if  I  can  put  it 
that  way,  with  respect  to  what  would  happen  to  any  particular 
company  would  depend  a  good  deal,  would  it  not,  upon  whether  its 
particular  losses  were  due  to  a  general  condition  or  whether  they 
were  due  to  bad  management  and  want  of  skill  in  their  under- 
writing ? 
Mr.  Wolfe.  Yes,  sir.    That  is  a  very  important  part  of  it. 
Mr.  Carusi.  In  other  words,  any  company  can  be  burnt  up  in  a 
good  years  or  bad  years  if  its  underwriting  is  reckless  or  unskillful  ? 
Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Now,  if  you  want  to  tell  whether  the  underwriting 
of  a  particular  company  is  skillful  or  unskillful  you  do  it  by  results, 
do  you  not  ? 
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Mr.  Wolfe.  Partially  so. 

Mr.  Caeusi.  Wellj  now,  if  this  company  that  is  being  investigated 
now,  this  Commercial — ^because  there  is  no  question  about  the  un- 
derwriting of  the  First  National  at  the  present  time;  its  under- 
writing is  being  done  by  Tuttle,  Wightman  &  Dudley  (Inc.)  ? 

Mr.  Wolfe.  Yes,  sir ;  they  are  the  general  agents  of  the  company. 

^h:  Caeusi.  Now,  is  not  the  fair  thing  to  do,  in  deciding  what 
next  year's  underwriting  will  show,  for  instance,  with  the  Commer- 
cial, to  figure  up  the  record  of  Tuttle,  Wightman  &  Dudley  (Inc.) 
with  respect  to  the  Commercial,  because  they  are  the  underwriters 
whose  slall  and  whose  conservatism,  if  you  please,  we  want  to  arrive 
at?    Is  that  not  so? 

^Ir.  Wolfe.  The  proposition  is  just  this:  You  can  not  judge  of 
the  underwriting  ability  of  anybody  by  taking  one  year,  and  espe- 
cially a  bad  year,  one  which  has  been  bad  for  all  underwriters. 

Mr.  Carusi.  Just  excuse  me.  Mr.  Wolfe.  That  answer  of  yours  is 
helpful,  but  I  want  to  go  further  than  that.  I  am  willing  to  take 
this  bad  year  with  Tuttle,  Wightman  &  Dudley,  and  ask  you  to  slio\? 
just  how  bad  it  was,  so  far  as  their  underwriting  is  concerned.  Have 
you  not  already  testified  that  on  the  business  that  they  put  on  the 
books  in  1912  there  was  a  loss  ratio  of  35  per  cent  ? 

jNIr.  Wolfe.  Yes,  sir;  on  the  gross  premiums. 

^Iv.  Kedfield.  Thirty-five  to  forty. 

]Mr.  Wolfe.  Thirty-five  to  forty  on  the  gross  premiums  written. 

Mr.  Carusi.  And  that  you  said  you  did  not  think,  considering  the 
company  was  a  young  company  and  had  to  take  the  best  class  of 
risks  it  could  get  in  new  territory,  was  particularly  high,  did  you 
not? 

j\Ir.  Wolfe.  I  made  another  qualificationj  and  that  was  consider- 
ing— or  if  I  did  not,  I  would  like  to — that  considering  the  very  bad 
year  that  we  have  had  in  the  last  year,  I  would  not  consider  it  was 
so  bad. 

Mr.  Carusi.  Then  let  me  put  this  general  question  to  you  as  an 
admitted  expert. 

]\Ir.  Redfield.  Judge  Prouty  and  I  are  querying,  Mr.  Carusi,  as 
to  just  what  he  means  by  "so  bad"  or  '"not  so  bad." 

^Iv.  Wolfe.  I  mean  unusually  bad. 

Mr.  Eedfield.  Not  unusually  bad? 

Mr.  Wolfe.  Perhaps  I  can  make  this  thing  a  little  more  clear. 
I  am  used  to  talking  in  technical  language,  and  when  it  comes  down 
to  explaining  I  am  not  a  very  good  teacher.  But  this  is  my  way  of 
looking  at  it:  You  would  not  judge  the  manager  of  a  railroad  com- 
pany by  his  one  year's  record,  especially  if  during  that  year  there 
had  been  a  very  disastrous  flood  and  most  of  his  bridges  had  been 
washed  away  and  several  hundred  miles  of  track  had  been  destroyed 
and  the  operating  expenses  of  that  year  were  unusually  high;  you 
would  not  turn  around  and  say,  "  That  man  does  not  know  what  he 
is  doing,"  or  anything  of  that  kind.  You  have  to  take  into  consid- 
eration what  experience  a  man  has  had,  and  whether  he  is  likely  in 
the  future  to  substantiate  his  position  and  make  good.  I  have  looked 
oyer  this  thing,  and  this  has  been  a  bad  year  for  all  companies,  espe- 
cially for  this  one,  and  it  just  caught  it  in  a  condition  where  it  was 
less  able  to  stand  it.  And  I  have  looked  up  Mr.  Tuttle's  record,  for 
instance,  as  an  underwriter,  and  I  know  he  has  had  a  lot  of  experi- 
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ence,  and  I  have  heard  Mr.  Best  testify  here  that  his  record  was 
always  good.  So  with  those  things  in  front  of  me  I  can  not  say  that 
the  situation  can  he  called  an  extremely  bad  one!    Is  that  any  clearer  ? 

Mr.  Cabusi.  Well,  I  think  so. 

Mr.  WoLFj:.  You  have  got  to  take  this  thing  and  look  at  it  as  you 
would  at  any  other  business  proposition. 

Mr.  Cakusi.  Let  us  take  it  from  this  standpoint,  again  giving  ideas 
rather  than  figures,  if  you  can,  and  producing  figures  if  they  want 
them.  This  examination  by  the  insurance  department  was  for  the 
preceding  10  months  in  1912  ? 

Mr.  WoixFE.  Yes,  sir ;  the  first  10  months  of  1912. 

Mr.  Caeusi.  Do  you  remember  hearing  Mr.  Best  testify  that  it 
was  the  early  part  of  1912  that  was  particularly  bad  for  fire  insur- 
ance companies? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Now,  comparing  your  examination  as  of  December 
31,  1912,  on  the  whole  year's  business  with  the  first  10  months'  busi- 
ness only,  does  that  show  an  improvement  in  the  company  or  a  fall- 
ing off? 

Mr.  Wolfe.  Yes,  sir.  For  instance,  the  figures  this  morning 
showed  that  the  total  loss  ratio  to  premiums  written  for  the  first 

10  months  of  the  year  was  77.9  per  cent.  For  the  full  12  months 
the  figures  are  as  follows:  Premiums  written,  $263,347;  losses, 
$173,161,  which  is  about  67  per  cent,  showing  a  gain  of  about  10  to 

11  per  cent  in  those  two  months. 

Mr.  Carusi.  Well,  that  was  doing  pretty  well,  was  it  not,  in  two 
months,  to  pull  down  a  loss  ratio  from  77  per  cent  to  67  per  cent? 

Mr.  Wolfe.  Yes,  sir;  it  was  doing  well,  because  November  and 
December  are  usually  pretty  bad  months. 

Mr.  Carusi.  They  are  not  the  months  in  which  you  expect  to  make 
up  your  averages,  are  they? 

Mr.  Wolfe.  No,  sir. 

Mr.  Carusi.  The  months  you  expect  to  gpt  your  averages  in  are^— 
and  correct  me  if  I  am  mistaken — April,  Ma;y,  June,  July,  August, 
September,  and  October,  perhaps,  are  they  not? 

Mr.  Wolfe.  Yes,  sir ;  those  are  the  montiis  that  are  called  "  cold 
months," 

Mr.  Cakusi.  They  are  cold  months? 

Mr.  Wolfe.  Yes. 

Mr.  Carusi.  And  in  these  two  hot  months  that  were  not  included 
in  the  insurance  department's  examination,  the  loss  ratio  has  been 
pulled  down  from  77  per  cent  to  67  per  cent  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Perhaps  if  we  had  not  been  examined  until  April 
or  June  we  would  not  have  shown  any  loss  at  all? 

Mr.  Woi^EE.  Of  course,  Mr.  Carusi,  I  can  not  tell  you  that.  That  is 
fliiother  hypothetical  supposition. 

Mr.  Carusi.  Mr.  Wolfe,  we  have  in  the  case  of  the  Commercial 
and  the  First  National  wliat  is  frequently  called  an  interlocking 
directorate,  have  we  not,  to  a  large  extent  ? 

Mr.  WToLFE.  Yes,  sir. 

Mr.  Carusi.  What  do  you  underst^ind  by  an  "  interlocking  direc- 
torate"? 
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Mr.  Wolfe.  Well,  an  interlocking  directorate,  as  between  two  or 
more  institutions,  is  where  the  same  directors  are  on  the  boards  of 
the  several  companies  or  direct  representatives  of  the  same  interests. 

Mr.  Caeusi.  If  one  or  two  dominant  members  of  the  board,  for 
instance,  of  one  institution  were  also  directors  of  another,  it  would 
be  a  pretty  strongly  interlocked  directorate,  would  it  not? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Now,  as  throwing,  perhaps,  some  light  upon  some 
other  phases  of  this  investigation,  and  much  time  was  taken  in  the 
early  part  of  it  to  go  into  it,  do  you  know  whether  or  not  the  Amer- 
ican Security  &  Trust  Co. — I  might  say,  if  you  were  not  h^re,  that 
it  was  testified,  in  effect,  that  this  investigation  began  through  Mr. 
Bell  sending  a  letter  to  Mr.  Stellwagen  about  these  companies.  Do 
you  know  whether  or  not 

Mr.  Redfield  (interposing).  Mr.  Carusi,  is  that  quite  an  accurate 
statement?  Was  it  not  one  of  your  own  company's  letter  that  Mr. 
Bell  sent  to  Mr.  Stellwagen  ? 

Mr.  Caeusi.  I  do  not  recall.  I  think  you  are  right.  He  sent  a 
letter  with  something  cut  out,  but  the  idea  that  I  had  in  mind  was 
that  the  pebble  that  started  the  avalanche,  as  it  were,  started  from 
Mr.  Bell,  in  the  American  Security  &  Trust  Co.  Mr.  Vanderlip  is  a 
director,  both  of  the  Riggs  Bank  and  of  the  American  Security  & 
Trust  Co.,  is  he  not? 

Mr.  Wolfe.  I  have  been  so  informed  here  in  Washington,  Mr. 
Carusi,  but  I  could  not  say  so  from  my  own  knowledge,  because  I  do 
not  know  anything  about  the  local  conditions.    I  could  not  say. 

Mr.  Caeusi.  Mr.  Vanderlip  is  president  of  the  National  City 
Bank  of  New  York?    You  know  that? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Do  you  know,  or  have  you  been  informed  as  a  matter 
of  general  information,  as  to  whether  the  Continental  Fire  Insurance 
Co.  of  New  York  and  the  Home  Fire,  German  Alliance,  and  Gernjaii 
American  are  not  controlled  by  the  same  interests  that  control  the 
Equitable  Life  Assurance  Society  of  New  York? 

Mr.  Wolfe.  Only  in  this  way,  Mr.  Carusi,  that  I  have  heard  that 
some  of  those  big  companies  in  New  York  are  in  the  control  of  the 
Morgan  interests,  in  the  Morgan  financial  interests ;  though  just  how 
much,  I  do  not  know,  and  that  Mr.  Morgan  owns  the  controlling 
interest  in  the  stock  of  the  Equitable  Life  Assurance  Society. 

Mr.  Caeusi.  I  just  asked  you  that  because  Mr.  Best  testified  that 
there  was  not  any  control  of  fire  insurance  companies;  that  Mr. 
Morgan  had  tried  to  form  a  trust  once  in  the  case  of  the  Continental 
and  had  not  been  able  to  do  it.  I  was  questioning  him  at  that  time 
concerning  the  attitude  that  these  so-called  trust  fire  insurance  com- 
panies had  toward  the  nonboard  companies,  that  having  some  bear- 
ing upon  the  fact  that  Mr.  Tuttle  was  always  a  very  successful  non- 
board  fireman  in  New  York  before  he  removed  to  Washington,  and 
also  Mr.  Best's  testimony  that  the  Home  Fire  and  some  of  these  other 
companies  had  started  his  German  business.  I  wanted  to  see,  if  I 
could,  whether  there  was  any  connection  between  them. 

Mr.  Wolfe.  Of  course,  I  do  not  know,  Mr.  Carusi,  whether  there 
is  any  connection  or  not  between  them. 

Mr.  Redfield.  Pardon  me,  Mr.  Carusi.  Is  that  quite  a  correct 
statement  as  to  Mr.  Best's  testimony? 
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Mr.  Caeusi.  That  is  my  recollection  of  it. 

Mr.  Eedfield.  Do  you  want  that  to  stand  upon  the  record  as  your 
quotation -of  his  testimony? 

Mr.  Caeusi.  I  did  not  attempt  to  quote  it.  I  stated  that  as  sub- 
stantially what  he  testified  to.  I  can  very  readily  be  corrected  if  I 
could  get  a  copy  of  his  testimony. 

Mr.  Redfield.  I  do  not  see  that  it  is  important. 

Mr.  Caeusi.  I  believe  that  is  all  I  want  to  ask  you,  Mr.  Wolfe. 

Mr.  Peouty.  Have  you  the  record  there  to  show  what  was  the  gen- 
eral loss  of  the  insurance  companies  over  the  United  States  during 
the  year  1912,  based  upon  the  premiums  ? 

Mr.  Wolfe.  No,  Judge ;  those  figures  have  not  been  published  yet. 
You  see  it  is  just  after  the  close  of  the  year.  They  have  not  been  put 
in.  The  only  information  I  have  on  that  is  the  articles  that  have 
been  appearing  from  time  to  time  in  the  rej)resentative  newspapers 
about  the  enormous  fire  loss  we  have  been  having,  and  when  Mr.  Best 
testified  you  will  remember  that  the  experience  for  the  first  six 
months  of  1912,  over  the  first  six  months  of  the  two  preceding  years, 
was  read  into  the  record.  I  can  show  you  that,  if  you  want  to  see  it, 
from  the  Journal  of  Commerce,  which  is  a  daily  paper  and  stands 
very  well  in  New  York. 

.  Mr.  Peouty.  About  what  did  Mr.  Best  say  was  the  per  cent  of  loss 
this  last  year  between  premiums  and  losses— what  was  the  per  cent 
of  the  fire  losses  to  the  premiums  received  ? 

Mr.  W01.FE.  Why,  I  do  not  know. 

Mr.  Peouty.  Do  you  not  recall  his  testimony? 

Mr.  Wolfe.  No,  sir ;  I  do  not  recall  what  he  said  about  that.  Judge. 

Mr.  Peouty.  Well,  it  was  not  77  per  cent,  was  it? 

Mr.  Wolfe.  I  do  not  recall  that  he  set  any  figure,  but  I  do  not 
think  it  would  be  even  77  per  cent. 

Mr.  Peouty.  It  was  not  66  and  a  fraction  per  cent,  was  it? 

Mr.  Wolfe.  I  could  not  say.  Judge.  I  do  not  remember  him  testi- 
fying about  that. 

Mr.  Peouty.  What  I  am  trying  to  get  at  is  this:  The  enormous 
losses  of  this  company  can  not  be  accounted  for  solely  on  the  grounds 
of  the  other  companies'  losses. 

Mr.  Wolfe.  I  should  say  this,  that  1911  was  a  pretty  good  year  for 
the  companies — a  good  year,  I  might  say — and  I  see,  for  instance,  I 
just  happened  to  open  it  up  in  front  of  me  here,  55.5  per  cent  loss  ratio 
for  the  Hartford  Fire.  I  should  say,  if  they  had  a  bad  year  this  year, 
that  to  go  up  8  to  10  per  cent  would  not  be  considered 

Mr.  Peouty  (interposing).  What  year  was  it? 

Mr.  Wolfe.  Last  year  the  Hartford  Fire  was  55.5. 

Mr.  Douglas.  You  mean  1911  ? 

Mr.  WoLFn.  1911.    It  was  55.5  per  cent  loss. 

Mr.  Peouty.  Do  you  know  what  the  loss  of  this  particular  com- 
pany was  the  year  before? 

Mr.  Wolfe.  In  1911? 

Mr.  Peouty.  Yes. 

Mr,  Wolfe.  To  the  Commercial  Fire? 

Mr.  Peouty.  Yes. 

Mr.  Wolfe.  I  can  tell  you  very  easily,  sir._ 

Mr.  Eedfield.  What  source  are  you  consulting,  Mr.  Wolfe  ? 
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iSIr.  Wolfe.  I  am  consulting  their  annual  statement,  Mr.  Eedfield. 
I  can  get  it  out  of  this  book  here. 

Mr.  Eedfield.  Just  state  in  your  reply  from  what  source  you  are 
taking  it. 

Mr.  Wolfe.  I  am  taking  it  from  the  Fire  Insurance  Pocket  Index 
of  the  Spectator  Co.  It  says  here  28.6  per  cent,  but  I  think  that 
must  be  a  mistake  of  printing.     I  think  that  is  wrong. 

Mr.  Eedfield.  You  think  it  must  have  been  more  ? 

Mr.  Wolfe.  Oh,  yes ;  I  think  so.     Can  I  just  verify  that  figure? 

ilr.  Eedfield.  Consult  any  other  authority  you  have  and  tell  us 
what  it  was. 

Mr.  Wolfe.  Yes,  sir.     That  is  about  right — 28  per  cent. 

Mr.  Eedfield.  Twenty-eight  and  six-tenths  per  cent  ? 

Mr.  ^Volfe.  That  is  just  about  it. 

Mr.  Easby-Sjiith.  You  verified  that  from  the  published  report  of 
the  superintendent  of  insurance  of  the  District  of  Columbia  ? 

ilr.  Wolfe.  Yes. 

Mr.  Prouty.  Do  you  know  iiow  long  Messrs.  Tuttle,  Wightman  & 
Dudley  have  had  charge  of  the  underwriting  department  of  this  com- 
pany ? 

Mr.  Wolfe.  I  can  tell  you  in  a  minute.  Tuttle,  Wightman  &  Dud- 
ley's underwriting  contract  was  approved  at  a  meeting  of  the  board  of 
directors  on  March  6,  li)ll. 

Mr.  PfiOfTY.  I  find  in  Mr.  Tuttle's  report,  as  it  appears  on  page 
cT-t 

Mr.  Wolfe.  AMiat  number  is  that.  Judge? 

Mr.  Proi'ty.  It  is  volume  7.     [Eeading:] 

During  the  last  six  inontbs  of  1911  the  Coniiueicial  leceheil.  on  approved 
risks,  a  premium  income  of  $119,.539.  During  the  correspondiiig  period  of  1910 
the  company's  total  premium  income  was  $24,450.  Therefore  the  premium  in- 
come for  the  last  six  months  of  1911  increased  4S0  per  cent  over  the  last  six 
months  of  1910.  On  this  increased  volume  of  business  for  the  last  six  ijiontlis 
of  1911  the  comi)any"s  loss  ratio  had  been  approximately  25  per  cent.  The  aver- 
age loss  ratio  of  the  million-dollar  companies  (to  which  class  the  Commercial 
aspires)  is  4.")  per  cent,  which  means  that  the  Commercial  is  20  per  cent  below 
the  average.     So  we  are  doing  mighty  well,  and  it  will  show  in  our  jiroflts. 

How  do  you  harmonize  results  there  with  your  statement  that  when 
companies  were  increasing  in  business  very  rapidly  the  per  cent  of 
losses  would  be  much  higher  than  they  would  be  when  they  were  sta- 
tionary or  receding? 

Mr.  Wolfe.  The  only  thing  I  can  say  in  regard  to  that.  Judge,  is 
this,  that  this  business  was  largely  put  on  toward  the  end  of  the  year, 
before  the  companies  had  had  time  to  feel  the  effects  of  it  yet,  and 
that  altogether  the  year  1911  was  a  very  good  year  for  the  fire  insur- 
ance companies  and  they  did  not  get  their  average  ratio  of  losses. 

Mr.  Prouti'.  That  report  clearly  shows  that  the  more  risks  they 
took  and  the  faster  they  went  the  slower  the  losses. 

Mr.  Wolfe.  That  shows  the  result  in  that  year.  I  would  not  say 
that  that  was  an  average  year  at  all,  or  an  average  figure  at  all. 

Mr.  Prouty.  Assuming  that  the  general  logs  rkte  last  year,  1912, 
of  other  companies  was  about  52  per  cent,  if  this  company's  r^te  syas 
66  per  cent  and  scattered^  as  you  suggest,  in  small  losses  all  over  ^he 
country  and  not  the  remit  of  any  gpecial  conflagration,  it  would 
clearly  indicate  a  lack  of  discretion  in  the  choosing  of  the  risks, 
would  it  not? 
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Mr.  WoLrE.  No,  sir;  I  would  not  say  that. 

Mr.  Peouty.  To  what  other  fact  would  you  attribute  it? 

Mr.  Wolfe.  That  there  had  been  a  large  loss  ratio  distributed  over 
a  large  area  of  the  country;  that  it  had  not  been  confined  to  any 
particular  district. 

Mr.  Peouty.  If  it  did  not  show  in  the  same  proportion  or  in  the 
same  ratio  of  other  companies,  it  would  indicate  that  this  company 
did  not  exercise  proper  discretion  in  choosing  its  risks,  would  it  not? 

Mr.  Wolfe.  No  ;  I  would  not  say  that.  Judge.  For  instance,  this 
company  at  the  present  time  is  not  writing  business  in  some  sections 
where  the  premium  income  is  very  remunerative  and  the  losses  are 
comparatively  small,  and  that  would  help  anothet  company  while  it 
might  hurt  this  one. 

Mr.  Peouty.  How  many  States  is  this  company  doing  business  in 
at  the  present  time? 

Mr.  Wolfe.  I  think  12  or  15. 

Mr.  Peouty.  That  is  a  pretty  wide  distribution  of  business? 

Mr.  Wolfe.  Oh,  I  should  not  think  so.  I  should  say  it  was  a  small 
distribution  of  business. 

Mr.  Peouty.  You  would  say  12  States  was  small? 

Mr.  Wolfe.  Oh,  yes. 

Mr.  Peouty.  That  is  for  a  million-dollar  company? 

Mr.  Wolfe.  That  is  not  a  million-dollar  company  yet. 

Mr.  Peouty.  Twelve  States  are  large  enough  for  this  company  at 
the  present  time,  are  they  not? 

Mr.  Wolfe.  I  can  not  answer  that  question.  Judge.  I  do  not  know 
what  you  mean  by  it. 

Mr.  Peouty.  Twelve  States  would  furnish  ample  opportunity  for 
che  use  of  all  the  underwriting  strength  it  had? 

Mr.  Wolfe.  I  can  not  answer  that  question.  I  do  not  know.  There 
is  nothing  I  can  base  any  reply  to  you  on.  You  are  asking  me  a 
purely  hypothetical  question  that  I  can  not  answer. 

Mr.  Peouty.  Do  you  attribute  this  company's  lack  of  proper  show- 
ing to  the  fact  that  it  has  such  a  limited  territory  in  which  to 
operate? 

Mr.  Wolfe.  No,  sir;  not  altogether. 

Mr.  Peouty.  In  any  respect? 

Mr.  Wolfe.  Partially;  yes,  sir. 

Mr.  Peouty.  What  States  could  it  enter  that  it  does  not  now,  in 
which  its  rate  of  profit  would  be  greater? 

Mr.  Wolfe.  Oh,  a  great  many  of  them. 

Mr.  Peouty.  Well,  name  one  of  them. 

Mr.  Wolfe.  Iowa. 

Mr.  Peouty.  It  is  doing  business  in  Iowa. 

Mr.  Wolfe.  I  do  not  know  just  what  States.  I  can  not  remember 
just  what  States  it  is  doing  business  in.  That  did  not  interest  me. 
very  much. 

Mr.  Peouty.  That  is  one  of  the  12  States  you  referred  to  ? 

Mr.  Wolfe.  I  said  12  or  15.  What  States  are  they  now  doing 
business  in  ?     They  tell  me  they  are  not  in  Iowa,  Judge. 

Mr.  Peouty.  The  ultimate  thought  that  I  was  trying  to  bring  you 
around  to,  Mr.  Wolfe,  was  whether  or  not  it  is  a  safe  business  propo- 
sition to  have  the  men  that  are  getting  the  shalres  of  the  premiums  as 
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commissions  to  be  the  judges  as  to  AThether  or  not  the  insurance  was 
or  was  not  a  good  risk. 

Mr.  WotFE.  Why,  those  are  the  people  who  have  to  either  stand 
or  fall  on  their  records,  Judge,  and  the  usual  way  to  pay  them  is  to 
give  them  a  percentage  of  the  income. 

Mr.  Proutt.  Do  you  know  of  any  other  company  where  the  fellows 
that  get  the  premium  also  pass  upon  the  question  as  to  whether  the 
risk  shall  be  accepted  ? 

Mr.  WoLKE.  Yes,  sir ;  I  think  I  do. 

Mr.  Peouty.  What  other  company? 

Mr.  WouFE.  I  think  if  you  take  any  of  these  fire  companies  here  in 
Washington,  for  instance,  that  are  under  the  agency  of  Mr.  Kelly,  in 
New  York,  they  do  not  Iniow  anything  at  all  about  what  they  get. 

Mr.  Pkoutt.  From  what  little  I  have  learned  about  Mr.  Kelly  in 
this  hearing  I  would  not  like  to  accept  him  as  standard. 

Mr.  Wolfe.  You  asked  me 

Mr.  Protjtt  (interposing) .  I  mean  legitimate  insurance  companies 
and  legitimate  insurance  agencies,  and  I  would  prefer  you  to  leave 
Mr.  Kelly  out. 

Mr.  Wolfe.  I  just  took  him  because  they  were  in  Washington  here, 
that  was  all. 

Mr.  Peouty.  What  I  want  to  find  out  is  whether  or  not  there  was 
any  other  situation  similar  to  this  among  what  is  Imown  as  reputable 
insurance  business  people. 

Mr.  Wolfe.  I  could  not  say  positively  as  to  the  situation  existing 
now,  but  I  know  that  at  one  time  the  North  River  Fire  Insurance  Co., 
in  New  York,  for  instance,  had  a  similar  contract  with  Mr.  Krum,  I 
think  his  name  was. 

Mr.  Peouty.  "Was  he  president  of  the  company? 

Mr.  Wolfe.  He  was  either  president  or  secretary  of  the  company. 

Mr.  Peouty.  And  of  the  agency  company  too? 

Mr.  Wolfe.  Yes,  sir.  It  is  not  an  uncommon  thing  in  New  York, 
for  instance,  that  the  president — I  could  not  say  surely,  but  this  is 
my  understanding — and  as  I  remember  it,  that  the  president  of  the 
Home  Insurance  Co.  has  an  interest,  an  underwriting  interest  in  the 
premium. 

Mr.  Peouty.  But  to  illustrate  what  I  mean,  we  will  say  that  Mr. 
Tuttle  as  the  head  of  the  agency  department  should  get  in  an  apph- 
cation  for  a  policy.  As  head  of  that  agency  department  he  would 
be,  of  course,  extremely  anxious  to  take  the  policy,  because  if  he  did 
not  take  the  policy  he  would  not  get  any  premium. 

Mr.  Wolfe.  No  commission. 

Mr.  Peouty.  Or  no  commission.  Therefore,  as  president  of  the 
company,  he  would  be  a  little  bit  in  a  position,  at  least,  to  be  tempted 
to  accept  that  policy,  and  thus  prevent  himself  personally  from  a  loss. 
.  Mr.  Wolfe.  Well,  of  course,  if  Mr.  Tuttle  intended  to  make  this 
only  a  temporary  thing,  I  should  say  possibly  you  are  right,  but 
if  he  intends  to  go  on  and  conduct  this  as  an  insurance  company,  he 
would  not  last  very  long  if  he  did  that. 

Let  me  go  on  a  little  further,  Judge,  and  say  to  you  that  I  looked 
for  that  very  thing,  and  the  very  fact  that  there  is  not  a  large  number 
of  large  risks  on  the  books — because  it  is  in  the  large  risks  where  the 
monej'  is;  it  is  just  as  much  trouble  to  get  a  small  risk,  practically) 
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as  it  is  a  large  one.     It  is  in  the  fact  that  there  is  not  a  large  number 
of  large  risks  on  the  books  that  I  do  not  think  the  way  you  do. 

Mr.  Proutt.  I  am  not  criticizing  Mr.  Tuttle;  I  am  ]ust  trying  to 
get  at  your  mental  analysis — how  you  consider  the  business  ought  to 
be  conducted. 

Mr.  Wolfe.  I  beg  your  pardon.  I  thought  you  were  criticizing 
Mr.  Tuttle. 

Mr.  Peottty.  I  was  not  making  any  personal  reflection  upon  Mr. 
Tuttle  or  anyone  else.  I  assume  human  nature  is  quite  similar  in 
this  old  world.  Do  you  think  it  is  a  safe  proposition  to  allow  a  man 
that  gets  a  commission  to  pass  upon  the  question  as  to  whether  or  not 
the  policy  should  issue  ? 

Mr.  WoLi^.  Well,  I  should  say,  as  a  general  proposition,  and  putting 
it  badly  that  way,  that  you  are  possibly  right,  but  it  is  a  thing  which 
is  common  and  very  often  done. 

Mr.  Peouty.  If  you  overcome  that  natural  tendency  of  human 
nature  in  this  case  it  would  only  be  by  reason  of  the  very  superior 
integrity  an  hdigh  qualifications  of  these  gentlemen  that  are  en- 
gaged in  this  operation? 

Mr.  Wolfe.  No ;  I  do  not  take  it  that  way  at  all.  Judge. 

Mr.  Pkouty.  Do  you  think  that  would  be  safe  with  any  ordinary 
man? 

Mr.  Wolfe.  You  are  asking  me.  Judge,  a  question  here  which 
makes  it  pretty  hard  for  me  to  answer.  You  are  putting  a  proposi- 
tion, you  are  getting  farther  and  farther  away  from  the  insurance 
proposition,  and  you  are  asking  me  something  now  that  does  not 
apply,  and  all  I  can  say  to  you  is  this,  that  that  is  not  an  unusual 
contract  in  that  respect,  and  it  is  done  over  and  over  again  in  the 
fire  insurance  business. 

Mr.  Peoutt.  Even  conceding  that  it  is  the  practice,  do  you  consider 
it  a  good  qne? 

Mr.  Wolfe.  The  only  think  I  can  say  about  it  is  if  it  was  not  i 
good  one,  it  possibly  would  have  been  discarded  long  ago. 

Mr.  Peoutt.  Do  you  consider  it  a  safe  one  ? 

Mr.  Wolfe.  Yes,  sir ;  and  it  is  perfectly  safe. 

Mr.  Peoutt.  How  long  do  you  suppose  this  company  would  last 
if  you  would  allow  the  agents  over  the  country,  who  write  the  in- 
surance and  get  the  premiums,  to  be  the  judge  as  to  whether  or  not 
the  policy  should  be  written? 

Mr.  Wolfe.  I  do  not  understand  that  that  is  the  case  with  this 
company  ? 

Mr.  Peoutt.  What  difference  is  there  between  them  and  the  other 
fellow?  The  one  who  gets  the  biggest  per  cent  is  the  fellow  that 
represents  the  company. 

Mr.  Wolfe.  This  man  has  got  to  make  the  company  go,  and  the 
other  man  is  not  interested  except  to  get  his  money  out  of  it. 

Mr.  Peoutt.  But  he  has  a  local  interest  in  the  success  of  the  com- 
pany, because  he  would  not  want  the  company  to  fail  in  which  he 
had  placed  th«  risks  of  his  friends  and  neighbors.  Every  man  who 
has  a  particle  of  self-respect  would  avoid  that  if  he  could. 

Mr.  Wolfe.  We  do  not  have  small  county  iigents,  as  you  call  them. 

Mr.  Peoutt.  Call  them  big? 

Mr.  Wolfe.  A  big  agency  very  often  is  the  best  judge  of  under- 
writing that  there  is. 
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Mr.  Peouty.  Let  me  get  it  more  specific.  What  per  cent  of  the 
premium  does  Tuttle,  Wightman  &  Dudley  get  under  this  contract? 

Mr.  Wolfe.  Thirty-five  per  cent. 

Mr.  PkgtjTt.  What  per  cent  of  the  premium  does  the  ordinary 
country  agent  that  writes  the  policy  get? 

Mr.  Wolfe.  I  should  say  they  get  anywhere  from  25  to  30  per 
cent.    Sometimes  t^SL 

Mr.  Peouty.  Therefore,  ^Messrs.  Tuttle,  Wightman  &  Dudley  have 
a  much  larger  personal  interest  in  having  that  policy  written  than  th« 
agent  in  the  country  has? 

Mr.  Wolfe.  I  do  not  see  that. 

]\Ir.  Peouty.  You  do  not  see  that? 

Mr.  Wolfe.  I  do  not  see  that,  Judge. 

Mr.  Prouty.  Now,  let  us  make  it  specific,  see  if  Ave  can  not  get 
down  to  12  cents  a  dozen  for  eggs. 

Mr.  Wolfe.  Yes,  sir ;  I  may  not  understand  you. 

Mr.  Peouty.  Here  is  a  policy  on  which  there  is  a  premium,  we  will 
sav.  of  $1,000.  If  that  policv  is  written,  how  much  of  that  does  Mr. 
Dudley  &  Co.  get? 

^Ii'.  Wolfe.  A  thousand  dollars  did  you  say? 

Mr.  Prouty.  Yes. 

Mr.  Wolfe.  $.'550;  out  of  which  they  pay 

Mr.  Peouty  (interposing).  Now,  let  us  stop  at  what  they  are  going 
to  pav.     They  get  how  much? 

Mv.  A^'oLFE.  They  get  $350. 

Mr.  Prouty.  Out  of  that  premium,  how  much  would  the  country 
agent  get? 

Mr.  WuLri;.  Why.  he  gets  his  25  or  30  per  cent  out  of  the  premium, 
out  of  the  same  monev  that  Tuttle,  Wightman  &  Dudley  get  theirs. 

Mr.  Peouty.  He  gets  $225  of  it  ? 

]\Ir.  Wolfe.  No ;  he  gets  $250  if  he  gets  25  per  cent. 

^Nlr.  Peouty.  He  gets  $250  of  that  premium.  Now,  then,  if  that 
]>olicy  is  not  issued,  neither  Tuttle,  Wightman  &  Dudley  nor  the 
country  agent  will  get  anjiihing,  will  they? 

Mr.  Wolfe.  No,  sir. 

ilr.  Peouty.  Therefore  the  country  agent  would  be  extremely 
i'.nxious  to  have  that  policy  accepted,  would  he  not? 

Mr.  AVoLFE.  Yes.  sir. 

Mr.  Peouty.  He  would  use  every  reasonable  effort  he  could  to 
secure  it,  would  he  not? 

^Ir.  Wolfe.  They  do  not  usually  do  it  that  way. 

Mr.  Prouty.  Do  they  not  put  it  in  just  as  glowing  terms  as  they 
can  in  the  letter? 

ilr.  Wolfe.  It  is  not  a  question  of  a  letter.  Judge.  They  get  daily 
reports,  which  show  the  exact  situation  of  the  risk,  and  then  the  com- 
pany goes  to  their  maps,  which  show  exactly  what  that  risk  is,  no 
matter  what  the  agent  tells  them.  He  might  tell  them  it  was  a 
stone  building,  and  they  might  go  to  the  map  and  see  it  is  a  wooden 
building. 

Mr.  Prouty.  I  am  not  talking  about  what  the  company  does.  It 
is  the  tendency  and  disposition  to  make  it  just  as  desirable  as  possible? 

Mr.  Wolfe.  No.  sir :  he  does  not  say  anything  about  it. 
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Mr.  Prouty.  Pardon  me,  that  can  not  be  true.  I  have  been  in 
the  insurance  business.  I  served  for  six  years  on  the  board,  so  there 
is  no  use  fooling  me  that  way. 

Mr.  Wolfe.  He  sends  in  a  daily  report. 

Mr.  Prouty.  The  agent  that  sends  in  the  policy  does  all  he  can  to 
get  the  policy  accepted? 

Mr.  Wolfe.  Well,  I  guess  possibly  you  are  right. 

Mr.  Prouty.  Then  Mr.  Tuttle  and  Mr.  Wightman  and  Mr.  Dudley, 
having  $375  in  it,  would  be  in  the  same  boat  he  was  in,  would  they 
not? 

Mr.  Wolfe.  No,  sir ;  they  would  not  have  $375.  Out  of  that  comes 
the  commission  which 

Mr.  Prouty  (interposing).  I  took  your  figures. 

Mr.  Wolfe.  No,  sir ;  you  did  not  take  my  figures. 

Mr.  Prouty.  Suppose  it  is  10  cents.  Do  not  let  us  quibble  about 
figures. 

Mr.  Wolfe.  It  makes  a  big  difference  whether  they  get  $350  or 
10  cents. 

Mr.  Prouty.  Whatever  they  get  out  of  it,  they  are  to  that  extent 
interested  ? 

Mr.  Wolfe.  Yes,  sir ;  I  would  be  willing  to  concede  that  all  along. 

Mr.  Prouty.  Do  you  think  it  is  safe  for  a  man  who  has  an  interest 
in  the  premium  to  pass  upon  the  question  whether  that  policy  shall 
issue  ? 

Mr.  AVoLFE.  All  I  can  say  to  you  is  my  former  answer  in  this  mat- 
ter— that  it  is  a  common  thing  in  the  fire  insurance  business. 

Mr.  Prouty.  I  have  not  asked  you  that  question. 

Mr.  Wolfe.  I  can  only  say  that,  based  upon  past  experience,  I 
would  say  "  yes." 

Mr.  Prouty.  You  think  it  is  a  safe  policy  ? 

Mr.  AVouFE.  Yes. 

Mr.  Carusi.  Pardon  me.     I  would  like  to  ask  one  question. 

Mr.  Wolfe.  I  would  like  to  tell  the  Judge  here  that  I  am  not  the 
man  to  say  whether  such  and  such  a  thing  is  good  or  not.  The  only 
thing  I  can  base  my  opinion  on.  Judge  Prouty,  are  results  that  have 
gone  before  me  and  what  other  people  are  doing  who  must  know 
human  nature  and  trust  their  business  the  same  way.  For  in- 
stance  

Mr.  Prouty.  I  wanted  to  know 


Mr.  AYoLi'-E.  Just  let  me  go  on  for  a  minute.  Some  of  the  big 
companies  will  have  a  western  department  in  Chicago,  in  charge  of 
a  general  agent  who  works  on  a  commission  basis.  Nobody  at  the 
home  office  ever  sees  one  of  those  daily  reports,  but  the  whole  thing 
is  passed  on  in  Chicago,  and  the  man  must  be  compensated  by  the 
result  he  produces.     That  is  the  only  way  you  can  handle  it. 

Mr.  Prouty.  Let  me  ask  you  this  question:  Do  you  know  of  any 
general  agency  where  the  man  in  charge  of  it  gets  a  per  cent  of  the 
amount  that  is  written  as  his  compensation  ? 

Mr.  AA^OLFE.  Yes,  sir. 

Mr.  Prouty.  Name  one. 

Mr.  AVoLFE.  Every  company  that  has  a  general  agency.  That  is 
the  basis  that  it  is  on. 

Mr.  Proutt.  You  are  mistaken. 
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Mr.  Wolfe.  I  may  be.  That  is  the  only  kind  I  have  ever  heard  of. 
There  may  be  other  kinds,  but  I  do  not  know. 

Mr.  Peouty.  I  know  you  are  mistaken  in  some  cases.  I  do  not 
think  there  is  any  company  that  would  risk  its  insurance  on  that 
basis.  If  there  is  one,  I  do  not  know.  I  do  not  want  to  be  sworn 
as  a  witness,  however. 

Mr.  Wolfe.  You  take  these  western  branch  offices  of  the  com- 
panies, and  they  keep  the  dailies  there,  and  if  you  went  to  Hartford 
you  could  not  tell,  for  instance,  what  kinds  of  risks  were  on  the  books 
of  these  Hartford  companies.  The  information  is  all  in  Chicago. 
They  don't  know. 

Mr.  Peouty.  Conceding  that  to  be  true,  are  these  men  in  charge 
of  that  on  salary  or  on  commission  ? 

Mr.  Wolfe.  I  understand  they  are  on  commission.  I  may  be  mis- 
taken. 

Mr.  Peouty.  I  think  your  information  is  wrong.  In  fact,  I  know 
it  is  in  some  instances,  as  I  have  occasion  to  know. 

Mr.  Wolfe.  I  can  only  answer  what  I  know. 

Mr.  Caeusi.  I  want  to  ask  you  about  the  firm  of  Freylinghausen. 
in  Xew  York.  They  have  been  wonderfully  successful,  have  they 
not.  in  the  last  10  years  ? 

Mr.  Wolfe.  Yes,  sir;  very  successful. 

Mr.  Carusi.  And  Mr.  Freylinghausen  is  the  president  of  one  or 
two  of  these  companies  and  a  controlling  stockholder  in  nearly  all 
of  them,  isn't  he  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  And  all  these  companies  are  in  his  general  agency, 
which  works  on  a  commission  basis? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Some  of  those  companies  he  is  not  the  controlling 
stockholder  in,  is  he?  Do  you  know  anything  about  the  specific 
companies  in  Freylinghausen's  business? 

]Mr.  Wolfe.  No,  sir ;  I  could  not  tell  you  offhand.  I  do  not  carry 
those  figures  around  with  me. 

Mr.  Carusi.  Do  you  know  anything  about  the  Xew  York  under- 
writers of  the  Hartford  Fire? 

Mr.  Wolfe.  No,  sir. 

Mr.  Carusi.  You  do  not  know  anything  about  that  ? 

Mr.  Wolfe.  No,  sir. 

Mr.  Carusi.  Well,  I  will  not  ask  what  I  had  in  mind. 

Mr.  Eedfield.  Mr.  Carusi,  is  that  all? 

Mr.  Caeusi.  Yes. 

Mv.  Eedfield.  Would  you  consider  the  arrangement  that  Judge 
Prouty  has  questioned  you  about  a  better  one,  where  the  same  man 
was  president  of  the  insurance  company  as  well  as  the  head  of  the 
corporation  which  was  its  general  agent? 

Mr.  Wolfe.  I  do  not  understand  that  question. 

Mr.  Eedfield.  Take  the  case  before  us.  Mr.  Tuttle  is  the  presi- 
dent of  the  insurance  company. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  And  Tuttle,  Wightman  &  Dudley  are  also  the  peo- 
ple who  sell  all  their  stock  and  place  all  their  insurance. 

Mr.  Wolfe.  Yes.  sir. 
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Mr.  Redfield.  Do  you  consider,  under  those  circumstances,  that 
Mr.  Tuttle  is  more  or  less  likely  to  be  personally  interested  in  the 
way  Judge  Prouty  has  described  ? 

Mr.  WoLEE.  I  thought. I  had  stated  my  views  pretty  clearly  on 
that,  Mr.  Redfield.  However,  I  will  go  all  over  it  again,  and  say  to 
you  that 

Mr.  Redfield  (interposing).  I  have  simply  asked  you  whether 
you  think  his  holding  offices  in  both  concerns  is  a  more  or  less  de- 
sirable feature? 

Mr.  Caetisi.  I  think  I  can  assist  you  by  offering  this  suggestion : 
That  the  underwriting  contract  should  be  offered  in  evidence  at  this 
point.  That  will  throw  a  good  deal  of  light  upon  the  question  of 
whether  being  president  gives  any  additional  authority  to  Mr.  Tuttle. 

Mr.  Redfieu).  I  should  be  very  glad  to  have  it. 

Mr.  Wolfe.  I  have  a  copy  of  it  somewhere.  I  do  not  know 
whether  I  have  it  here  or  not. 

Mr.  Redfield.  See  if  you  have  it  there.  [A  pause  and  witness  does 
not  find  paper.]  I  think  we  can  save  time  if  we  proceed  while  Mr. 
Carusi  looks  that  matter  up. 

Mr.  Wolfe,  what  are  net  profits  ? 

Mr.  Wolfe.  The  net  profit  is  the  amount  remaining  after  all  ex- 
penses and  liabilities  have  been  deducted  from  the  income. 

Mr.  Redfield.  Are  you  familiar  with  the  law  of  Virginia  which 
requires  that  directors  shall  pay  dividends  out  of  net  profits? 

Mr.  Wolfe.  With  the  law  of  Virginia  ? 

Mr.  Redfield.  Yes. 

Mr.  Wolfe.  No,  sir ;  I  am  not. 

Mr.  Redfield.  I  asked  you  if  you  were  familiar  with  the  Virginia 
law  which  requires  that  dividehds  shall  be  paid  out  of  net  profits  ? 

Mr.  Wolfe.  No,  sir. 

Mr.  Redfield.  In  your  experience  as  an  insurance  actuary,  do  you 
know  of  any  law  in  any  State  or  do  you  know  of  any  custom  pre- 
vailing in  any  State  which  authorizes  or  permits  dividends  to  be  de- 
clared out  of  prospective  profits? 

Mr.  Wolfe.  I  know  there  are  several  States,  Mr.  Redfield,  where 
the  payment  of  dividends  out  of  anything  but  earned  profits  is  not 
allowed. 

Mr.  Redfield.  Do  you  know  of  any  State  anywhere  or  do  you 
know  of  any  custom  permitted  by  any  insurance  department  which 
allows  any  dividends  to  be  paid  out  of  prospective  profits  ? 

Mr.  Wolfe.  Do  I  know  of  any  State  that  does  ? 

Mr.  Redfield.  Any  State  that  permits  that,  or  any  State  insurance 
department  that  permits  it? 

Mr.  Wolfe.  The  laws  of  the  District  of  Columbia  do  not  pro- 
hibit it,  for  instance. 

Mr.  Redfield.  That  is,  you  mean  in  the  District  of  Columbia  it  is 
not  legally  prohibited  to  pay  dividends  out  of  prospective  profits  ? 

Mr.  Wolfe.  No,  sir. 

Mr.  Redfield.  So  that  in  this  District  it  is  not  unlawful  to  de- 
clare dividends  out  of  profits  not  yet  made  but  which  it  is  estimated 
will  accrue? 

Mr.  Wolfe.  Yes,  sir;  that  is  my  general  understanding  of  the 
law. 
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Mr.  Redfield.  Is  not  that  what  has  happened  in  this  particular 
case.  Mr.  Wolfe? 

Mr.  "Wolfe.  Is  not  what  what  has  happened? 

Mr.  Redfield.  Is  it  not  a  fact  that  the  dividend  declared  toward 
the  close  of  1911  of  12  per  cent  was  a  dividend  to  be  paid,  not  out 
of  profits  then  existing  or  earned  but  out  of  profits  which  it  was 
expected  would  be  earned  during  the  coming  year? 

Mr.  "Wolfe.  I  am  unable  to  answer  that  question. 

Mr.  Redfield.  You  are  an  insurance  actuary,  are  you  not? 

]Mr.  "Wolfe.  Yes;  but 

Mr.  Redfield  (interposing).  One  moment,  please.  I  ask  you  to 
answer  my  question  specifically,  unless  I  do  not  make  it  clear  to  you. 

Mr.  Wolfe.  You  do  not  make  your  question  clear.  You  are  ask- 
ing me  to  state  the  state  of  mind  of  somebody  else;  and  that  I  could 
not  do. 

Mr.  Redfield.  I  am  asking  you  to  say  what  the  records  of  the 
company,  which  you  have  examined  and  on  which  you  have  had  a 
month's  time,  show  ? 

Mr.  "Wolfe.  All  right. 

Mr.  Redfield.  It  has  been  testified  here  that  there  was  a  dividend 
of  12  per  cent  declared  at  some  period  toward  the  close  of  1911? 

Mr.  "Wolfe.  Yes,  sir. 

Mr.  Redfield.  I  now  ask  you  whether  you  loiow  if  there  were 
then  on  hand  net  profits  sufficient  to  pay  that  dividend,  or  whether 
it  was  not,  as  a  matter  of  fact,  a  dividend  authorized  out  of  profits 
wliich  it  was  hoped  would  accrue? 

]Mr.  "Wolfe.  The  answer  to  that  is 

Mr.  Easby-Sjeith  (interposing).  Both  of  the  insurance  companies 
were  incorporated  under  the  laws  of  the  District  of  Columbia — the 
Commercial  and  the  First  National. 

^Ir.  Wolfe.  I  would  say,  Mr.  Redfield,  that  the  surplus  of  the 
company  did  not  increase  during  1911. 

Mr.  Redfield.  As  a  matter  of  fact,  now,  did  not  the  company  lose 
money  during  the  year  1911  ? 

Mr.  "Wolfe.  Yes,  sir. 

^Ir.  Redfield.  And,  as  a  matter  of  fact,  during  that  year,  in  which 
it  lost  money,  is  it  not  a  fact  that  the  dividend  was  increased  from 
^  per  cent  to  12  per  cent  ? 

Mr.  "Wolfe.  It  was  increased,  Mr.  Redfield,  but  I  could  not  tell 
you  exactly.    I  think  you  are  right,  though. 

Mr.  Redfield.  I  will  read  to  you  from  the  statement  on  page  10 
of  the  pamphlet  entitled  Ten  Items  of  Progress : 

For  many  years,  season  in  and  season  out,  it — 

That  is,  the  Commercial  Fire  Insurance  Co. — 

has  paid  G  per  cent  annually  on  its  capital  stock.  Then  the  increases  began 
to  come  and  the  dividend  of  July,  1911,  was  on  the  basis  of  8  per  cent,  and 
now,  in  1912.  the  Conunercial  stock  pays  12  per  cent  annually.  It  is  good  to 
record  dividends  in  the  ascending  scale. 

You  have  just  testified,  Mr.  "Wolfe,  that  the  company  lost  money 
during  the  year  in  which  its  dividends  were  increased,  first,  from 
6  per  cent  to  8  jDer  cent,  and  then,  in  the  same  year,  from  8  per  cent 
to  12  per  cent. 
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I  ask  you  now,  to  use  the  words  in  this  pamphlet,  if  it  is  good  to 
record  dividends  in  the  ascending  scale  in  a  business  that  is  losing 
money  ? 

Mr.  Wolfe.  I  should  say  not,  Mr.  Eedfield. 

Mr.  Eedfield.  From  this  same  pamphlet,  again,  I  quote  you  this 
statement  from  page  10 : 

This  company's  loss  ratio  in  1911  was  only  25  per  cent. 

Did  I  understand  you  to  testify  that,  in  fact,  it  was  28.6  per  cent  ? 

Mr.  Wolfe.  Yes;  that  is  what  this  shows. 

Mr.  Eedfield.  But  as  a  matter  of  fact,  the  actual  rate  of  loss  was 
12.5  per  cent  greater  than  is  set  out  in  this  pamphlet?  Is  that 
not  so  ? 

Mr.  Wolfe.  Does  it  say  "  25  "  or  does  it  say  "  about  25  "  ? 

Mr.  Eedfield.  It  says  only  "  25." 

Mr.  Wolfe.  Then  you  are  correct. 

Mr.  Eedfield.  As  a  matter  of  fact,  you  testify  as  an  actuary  that 
the  actual  ratio  of  fire  loss  was  28.6  per  cent,  as  against  25  per  cent, 
and  that  therefore  the  fact  was  that  the  actual  ratio  of  fire  loss  was 
12J  per  cent  greater  than  this  pamphlet  stated  it  to  be.  Is  not 
tEat  so  ? 

Mr.  Wolfe.  That  is  so. 

Mr.  Eedfield.  Calling  your  attention  now  to  your  statement  that 
the  loss  ratio  on  the  business  done  by  Tuttle,  Wightman  &  Dudley  is 
froin  ,35  to  40  per  cent 

Mr.  Wolfe  (interrupting) .  Will  you  mind  always  qualifying  that 
statement  of  mine  ? 

Mr.  Eedfield.  In  any  way  you  suggest,  Mr.  Wolfe. 

Mr.  Wolfe.  Of  the  total  premiums  written. 

Mr.  Eedfield.  Withdrawing  the  former  question,  I  wish  to  call 
your  attention  to  the  definition  of  the  words  "  loss  ratio  "  in  a  state- 
ment signed  by  Mr.  EcAert  E.  Tuttle,  Mr.  Ashley  M.  Gould,  vice 
president,  and  other  officers : 

The  percentage  of  premium  moneys  received  which  is  paid  out  in  current 
fire  losses — 

I  am  going  to  use  the  words  "  loss  ratio  "  in  my  further  question- 
ing as  defined  by  the  insurance  company  itself  on  page  675. 

Mr.  Wolfe.  What  is  that  document,  please  ? 

Mr.  Eedfield.  This  is  No.  7.  I  would  be  glad  to  have  you  refer 
to  it,  because  there  are  a  number  of  definitions  in  there  that  you 
would  like  to  refer  to,  I  am  sure. 

Mr.  Wolfe.  Will  you  give  me  the  page  again,  please  ? 

Mr.  Eedfield.  Page  675,  next  to  the  top : 

Loss  ratio :  The  percentage  of  premium  moneys  received  which  is  paid  out 
in  current  fire  losses. 

You  will  notice  that  this  is  over  the  signatures  of  th.e  gentlejnen 
whose  names  I  have  given,  among  whom  is  Mr-  Charles  F.  Carusi, 

feneral  coiinsel,  Paul  F.  Grove,  John  McKee,  Mr.  Dudley,  and  those 
liave  already  mentioned. 

Mr.  Wqlfe^  I  do  not  know  that  their  signatures  are  on  it.  I  see 
their  names  liere  as  officers. 

Mr.  Eedfield.  We  will  assume  that.     I  do  not  think  it  wiU  be 
questioned. 
Mr.  Cahusi.  Is  it  signed  by  us,  or  are  our  names  j  ust  there  ? 
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Mr.  WouE.  Mr.  Redfield  assumes  that  it  is  signed  by  you.  I  do 
not  know.    I  have  only  the  printed  record  in  front  of  me. 

Mr.  Eedfield.  It  is  one  of  the  pieces  of  literature  of  the  com- 
panies. I  do  not  mean  to  place  any  stress  on  the  word  "  signed."  I 
am  perfecth'  satisfied  to  say  that  it  appears  over  j'our  names. 

Mr.  Caeusi  (after  examination).  This  is  apparently  a  letterhead, 
showing  the  officers  of  the  company. 

Mr.  Eedtield.  Are  those  names  not  at  the  foot  of  the  previous 
statement  ? 

Mr.  Easby-Smith.  That  is  a  reprint  of  that  little  pamphlet. 

Mr.  Eedfield.  Then,  those  are  on  the  letterhead. 

Mr.  AVoLFE.  You  are  asking  me  to  read  this  out  of  the  record, 
and  I  do  not  laiow  just  what  they  are. 

^Ir.  Eedfield.  Eeferring  to  that  definition  on  page  675,  which,  for 
the  sake  of  emphasis,  we  will  point  out  is  not  signed,  as  far  as  we 
can  be  sure  now,  by  these  gentlemen,  but  which  is  published  by  the 
compan}' — I  am  referring  to  the  definition  of  loss  ratio,  which  we 
will  consider  is  the  percentage  of  premium  moneys  received  which 
is  paid  out  in  current  fire  losses.  Is  it  not  a  fact  that  the  statement 
of  the  ratio  of  fire  losses  on  the  business  done  by  Tuttle,  Wightman 
&  Dudley,  of  35  to  40  per  cent,  is  largely  in  excess  of  the  total  ratio 
of  fire  losses  for  the  entire  year  1911? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  And  is  it  not  a  fact  that  the  loss  ratio  for  the  full 
year  1912,  which  you  have  testified  to  be  67  per  cent,  is  substantially 
two  and  a  half  times  as  great  as  the  loss  ratio  of  the  year  1911,  dur- 
ing which  year  you  have  testified  the  company  lost  money  ? 

Mr.  Wolfe.  You  are  right,  Mr.  Eedfield. 

Mr.  Eedfield.  Do  you,  as  an  actuary — and  stating  it  as  one  ex- 
pecting to  remain  professionally  in  actuarial  work — state  that  in  two 
years,  in  one  of  which  a  company  loses  money  with  a  loss  ratio  of  28.6 
per  cent  and  in  another  year  when  they  have  a  loss  ratio  of  67  per 
cent,  it  is  legitimate  to  increase  a  dividend  which  was  6  per  cent  first 
to  8  per  cent  and  to  12  per  cent  ? 

Mr.  Wolfe.  I  do  not,  Mr.  Eedfield.  I  think  if  you  wUl  read  over 
my  testimony  of  this  morning  you  will  find  I  did  not  say  it  was 
actuarily  right. 

Mr.  Eedfield.  Then  you  do  not  regard  this  12  per  cent  dividend  as 
legitimately  earned,  do  you? 

Mr.  Wolfe.  No,  sir ;  not  on  the  underwriting  of  the  company. 

Mr.  Eedfield.  I  point  out  to  you,  Mr.  Wolfe,  that  the  dividend  of 
12  per  cent  was  declared  in  1911,  in  a  year  in  which  you  have  testified 
the  company  was  losing  money  and  in  which,  therefore,  there  were 
not  profits  on  hand  arising  out  of  the  earnings  of  the  business  out  of 
which  to  pay  it ;  that  it  was  declared  nine  months  before  the  Southern 
Building  was  bought,  and  that  the  only  payments  that  have  been 
made  under  it  were  made,  one  nine  months  and  one  about  three 
months  before  the  Southern  Building  was  bought.     Is  not  that  so? 

Mr.  Wolfe.  There  has  been  no  dividend  period  reached  since  the 
Southern  Building  was  bought. 

Mr.  Eedfield.  Exactly.  The  12  per  cent  dividends  have  been  paid, 
so  far  as  they  have  been  paid  at  all,  before  the  Southern  Building  was 
bought.    Is  not  that  so  ? 

Mr.  Wolfe.  Yes,  sir. 
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Mr.  Redfield.  So  that  in  no  sense  could  any  profits  arising  out  of 
the  Southern  Building  transaction  be  used  as  justification  for  that 
dividend  ? 

Mr.  Wolfe.  I  can  not  see  that  there  could ;  no,  sir. 

Mr.  Redfteld.  To  your  knowledge,  does  the  law  of  the  District  of 
Columbia  provide  that  directors  are  individually  liable  for  dividends 
not  paid  out  of  profits  ? 

Mr.  Douglas.  I  can  enlighten  you  upon  that  subject.  They  must 
not  pay  dividends  out  of  capital. 

Mr.  Wolfe.  I  am  not  sufficiently  familiar  with  the  law  to  answer 
that,  Mr.  Redfield. 

Mr.  Redfield.  We  will  determine  that. 

Mr.  Wolfe.  I  think  we  could  clear  it  up,  Mr.  Redfield,  to  just  read 
that  later  portion  of  the  pamphlet.  Mr.  Easby-Smith  has  the  pam- 
phlet. 

Mr.  Redfield.  I  do  not  care  to  confuse  the  record 

Mr.  Caeusi  (interposing).  Inasmuch  as  you  have  asked  him  if  he 
was  familiar  with  the  law,  I  think  he  should  read  it  now.  I  think  it 
would  come  appropriately  at  this  point. 

Mr.  Redfield.  If  you  prefer  it,  Mr.  Carusi,  we  will  read  it  now. 

Mr.  Wolfe.  I  might  state  right  here 

Mr.  Redfield  (interposing) .  Read  it,  if  you  please. 

Mr.  Douglas.  You  have  the  right  to  make  a  statement,  if  you  want 
to,  Mr.  Wolfe. 

Mr.  Wolfe.  There  is  nothing  in  the  insurance  laws  of  the  District 
of  Columbia  about  dividends  on  capital  stock.  The  only  thing  that 
I  find  about  it  is  in  the  general  corporation  laws  of  the  District, 
which 

Mr.  Redfield.  What  did  you  say? 

Mr.  Douglas.  Read  it,  Mr.  Wolfe. 

Mr.  Wolfe.  I  am  waiting  for  Mr.  Redfield  to  hear  it. 

Mr.  Redfield.  I  beg  your  pardon? 

Mr.  Wolfe.  I  thought  possibly  you  would  like  to  hear  what  I  am 
going  to  read.  That  is  the  reason  I  waited,  Mr.  Redfield.  This  is 
section  606,  subchapter  4,  and  the  heading  is  "  Manufacturing,  agri- 
cultural, mining,  mechanical,  insurance,  mercantile,  transportation, 
market,  and  savings  banks  corporations."  I  am  reading  now  section 
622,  headed  "  Dividends  " : 

If  the  trustees  of  any  comipany  shall  declare  and  pay  any  dividend,  the  pay- 
ment of  which  would  render  it  insolvent,  or  which  would  diminish  the  amount 
of  the  capital  stock,  they  shall  he  jointly  and  severally  liable  for  all  of  the 
debts  of  the  company  then  existing  and  for  all  that  shall  be  thereafter  con- 
tracted, while  they  so  remain  respectively  in  office. 

Mr.  Redfield.  Thank  you  very  much.  Is  that  what  you  wanted 
put  in,  Mr.  Carusi? 

Mr.  Carusi.  Yes. 

Mr.  Easby-Smith.  That  is  the  only  thing  about  it. 

Mr.  Wolfe.  That  is  the  only  thing  I  have  been  able  to  find. 

Mr.  Redfield.  Mr.  Wolfe,  did  you  examine  into  the  affairs  of  the 
Tuttle,  Wightman  &  Dudley  Corporation  ? 

Mr.  Wolfe.  I  did  not. 

Mr.  Redfield.  Do  you  know  who  the  stockholders  of  that  com 
pany  are? 
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Mr.  Wolfe.  I  do  not.  I  have  made  an  examination  of  the  in- 
surance companies. 

!Mr.  Eedfield.  And  only  that  ? 

Mr.  Wolfe.  Onl.v  that. 

Mr.  Caeusi.  All" that  will  be  brought  out  by  Mr.  Tuttle. 

ilr.  Redfield.  Can  you  state  the  amounts  of  money  paid  during 
the  year  1912  by  the  Commercial  Fire  Insurance  Co.  and  the  First 
Xational  Fire  Insurance  Co.  to  Tuttle,  Wightnian  &  Dudley  (Inc.) 
under  the  contracts  that  each  insurance  company  has  with  that  cor- 
poration for  selling  its  stock,  and  under  the  contracts  that  each  com- 
pany had  with  that  corporation  for  placing  its  insurance,  giving  the 
amounts  paid  under  each  contract  separately? 

ilr.  Wolfe.  In  order  that  the  information  will  be  of  some  value, 
I  suppose  you  also  want  me  to  put  in  what  they  did  to  earn  the 
money ;  that  is,  the  premiums  they  wrote  and  the  amount  of  stock 
they'  sold  ? 

Mr.  Redfield.  I  shall  be  glad  to  have  that  stated  so  long  as  it 
is  made  clear  the  total  sum  received  by  Tuttle,  Wightman  &  Dudley, 
under  each  of  those  four  contracts. 

Mr.  Wolfe.  This  refers  to  the  Commercial  Fire  Insurance  Co. 
The  amount  of  premiums  which  tlie  company  wrote  during  the  year, 
less  reinsurance  and  return  premiums,  was  $263,347.87,  agamst  which 
Tuttle,  Wightman  &  Dudley  receixed  as  their  commission  $90,072.60. 

Mr.  Redfield.  That  is  from  the  sale  of  stock  ? 

Mr.  Wolfe.  No,  sir;  it  is  from  the  commissions  on  the  business 
which  was  put  on  the  books. 

Mr.  Redfield.  The  commissions  on  the  underwriting  business? 

Mr.  Wolfe.  On  imderwriting  business;  yes,  sir.     Shall  I  go  on? 

Mr.  Redfield.  Yes. 

Mr.  Wolfe.  The  amount  of  subscriptions  to  the  capital  stock  which 
was  sold  during  the  vear  was  $770,061.51,  for  which  they  received 
$133.4-26.70.     There  is  still  due  them  $89.10. 

Mr.  Redfield.  So  that,  if  I  understand  you  correctly,  Tuttle, 
Wightman  &  Dudley  (Inc.)  received  from  the  Commercial  Fire  In- 
surance Co.  during  the  year  1912  the  total  sum  of  $223,426.70,  and 
have  due  them  the  small  sum  of  $89.10.     Is  that  right? 

Mr.  Wolfe.  That  is  substantially  right. 

Mr.  Redfield.  What  offsets  are  there  against  that,  to  your 
knowledge  ? 

ilr.  Wolfe.  I  do  not  quite  understand  you.    What  do  you  mean? 

Mr.  Redfield.  Are  there  any  offsets  against  it? 

Mr.  Wolfe.  Yes;  the  work  they  have  done. 

Mr.  Redfield.  That  is  to  say,  the  expense  to  which  they  have  been 
put  in  doing  this  work  ? 

Mr.  Wolf.  Yes;  in  getting  the  business  on  the  books  and  selling 
this  stock. 

Mr.  Redfield.  In  other  words,  that  is  the  gross  sum  received  by 
them  from  the  Commercial  Fire  Insurance  Co.  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Redfield.  Have  you  any  knowledge  of  the  net  profits  of 
Tuttle,  Wightman  &  Dudley  arising  from  this  sum? 

Mr.  Wolfe.  I  have  not;  except  that  I  have  been  inforaied  by  Mr. 
Tuttle  that  they  lost  money  on  it.     I  know  nothing  else  about  it. 
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Mr.  Beu^teld.  How  much  did  Tuttle,  Wightman  &  Dudley  receive 
from  the  First  National  Fire  Insurance  Co.  ? 

Mr.  Wolfe.  For  the  First  National 'Fire  Insurance  Co.,  the  amount 
of  premiums,  less  return  premiums  and  reinsurance,  $7,258.88, 
against  which  were  allowed  commissions  of  $2,720.53.  The  amount 
of  capital  and  surplus  subscribed  for  was,  approximately,  $1,787,00Q, 
as  I  remember  it — I  haven't  those  figures  here,  but  they  were  put 
in  the  record  this  morning — for  which  they  received  $113,891.26  in 
commissions  and  $109,332:87  in  expense  allowance. 

Mr.  Eedfield.  So  that  if  we  take  the  commissions  of  Tuttle, 
Wightman  &  Dudley  from  the  First  National  Fire  Insurance  Co. 
of  the  United  States,  they  aggregated  for  the  year  1912,  $116,611.79. 
Is  that  correct  ? 

Mr.  Wolfe.  Is  what  correct,  Mr.  Redfield  ? 

Mj-.  Redfield.  The  commissions  aggregated  that? 

Mr.  Wolfe.  Are  you  adding  the  commissions  on  fire  insurance 
business  to  the  stock  commissions  ? 

Mr.  Redfield.  Yes. 

Mr.  Wolfe.  Of  course  I  have  not  done  that,  but  I  can  do  that  if 
you  wish  me  to. 

Mr.  Redfield.  Will  you  kindly  do  that? 

Mr.  Wolfe.  I  will  do  it,  but  they  do  not  apply  to  each  other  at  all. 

Mr.  Carusi.  What  are  those  figures  ? 

Mr.  Wolfe.  Mr.  Redfield  is  asking  me  to  add  together  the  com- 
missions on  the  capital  stock  and  the  fire  premiums  on  business  writ- 
ten and  to  give  him  the  total  figures.  It  does  not  mean  anything,  but 
if  hu  wants  it  done  I  will  be  glad  to  do  it.     It  is  $113,482.27. 

Mr.  Redfield.  I  beg  your  pardon.    What  does  it  amount  to? 

Mr.  Wolfe.  Excuse  me,  I  was  adding  it  to  the  wrong  figure. 

Mr.  Redfield.  You  are  adding  together  $2,720.52  and  $113,891.26? 

Mr.  Wolfe.  Yes.    I  added  the  wrong  figures.     It  is  $116,611.79. 

Mr.  Redfield.  You  told  me  that  in  addition  to  those  commissions 
from  the  two  sources,  Tuttle,  Wightman  &  Dudley  were  allowed 
$109,332.87  for  expenses.     Is  that  correct? 

Mr.  Wolfe.  Yes;  every  dollar  of  which  was  accounted  for  by 
voucher. 

Mr.  Redfield.  From  the  Commercial  Fire  Insurance  Co.  they  re- 
ceived a  total  sum,  as  you  have  testified,  of  $223,426.70 — if  that  is 
correct? 

Mr.  Wolfe.  That  is,  from  the  commissions  ? 

Mr.  Redfield.  No  ;  the  total  sum  received  from  the  Commercial  Co. 

Mr.  Wolfe.  What  was  your  figure? 

Mr.  Redfield.  $223,426.70,  being  the  sum  of  $90,000 

Mr.  Wolfe  (interrupting).  You  haven't  got  the  right  figure. 
Your  figure  should  be  $90,672.60. 

Mr.  Redfield.  Then,  what  was  the  total  amount  received  from  the 
Commercial  Fire  Insurance  Co.? 

Mr.  Wolfe.  $224,099.30. 

Mr.  Redfield.  What  was  the  total  sum  received  from  both  com- 
panies, please? 

Mr.  Wolfe.  $450,043.96.  Would  you  like  me  to  state  right  there 
how  much  of  the  prenaiums  and  the  capital  stock  that  also  represents  ? 
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Mr.  Eedfield.  I  would  be  very  glad  to  have  you  make  any  state- 
ment that  would  explain  it. 

Mr.  Wolfe.  I  do  not  think  it  is  fair  to  put  a  statement  on  one  side 
and  not  show  the  other  side.  Possibly  somebody  reading  the  record 
might  like  to  have  it  in  front  of  him. 

■Mr.  Eedfield.  You  may  make  any  explanation  you  think  best  to 
make. 

Ml-.  Wolfe.  That  money  was  paid  to  those  people  for  selling 
$2,520,061.50  worth  of  stock  and  for  the  placing  of  $260,606.75  worth 
of  fire  insurance  premiums. 

Mr.  Redfield.  Do  you  know  how  much  net  profit  there  was  to 
Tuttle,  Wightman  &  Dudley  (Inc.)  out  of  this  sum  of  $450,043.96 
received  by  them  during  the  year  1912? 

Mr.  Wolfe.  I  have  already  testified  that  I  have  not  examined 
Tuttle,  Wightman  &  Dudley's  books,  and  I  do  not  laiow. 

Mr.  Carusi.  We  will  produce  those  figures  ourselves  and  are  very 
anxious  to  do  that. 

Mr.  Redfield.  Do  you  Imow  what  the  capital  stock  of  Tuttle, 
Wightman  &  Dudley   (Inc.)  is? 

Mr.  Wolfe.  I  have  stated  I  Iniow  nothing  about  that. 

Mr.  Redfield.  Do  you  know  whether  anybody  made  any  money, 
actually  made  money  out  of  these  corporations,  except  the  corpora- 
tion of  Tuttle,  Wightman  &  Dudley;  and  if  so,  will  you  say  who 
made  it? 

Mr.  Wolfe.  I  do  not  understand  that  question. 

Mr.  Redfield.  It  would  seem  to  me  that  it  is  plain  English.  I  will 
have  the  reporter  read  it. 

Question  is  read. 

Mr.  Wolfe.  What  do  you  mean  by  making  money  ? 

Mr.  Redfield.  Mr.  Wolfe,  you  are  an  actuary,  and  I  am  not.  I  am 
going  to  ask  you  to  interpret  that  in  the  ordinary  colloquial  sense  of 
the  English  language? 

Mr.  Wolfe.  I  would  say  that  the  individual  stockholders  got 
some  money. 

Mr.  Redfield.  Is  it  not  a  fact  that  the  stockholders  received  divi- 
dends which  you  have  testified  were  not  justified,  but  that,  in  so 
far  as 

Mr.  Caeusi  (interposing).  I  beg  your  pardon  and  object 

Mr.  Wolfe.  I  have  not  testified  that  they  were  not  justified.  _  I 
said  they  were  not  earned.  The  justification  of  them  was  not  dis- 
cussed by  you.    You  asked  me  whether  they  were  earned. 

Mr.  Redfield.  My  memory  may  be  at  fault.  I  will  accept  the 
record. 

Mr.  Carttsi.  I  wish  to  submit  an  objection,  Mr.  Redfield,  to  you 
as  the  ranking  member  of  the  committee,  to  be  passed  upon  by  the 
committee — -I  would  like  to  suggest  that  it  is  not  quite  fair  to  mter- 
rogate  the  witness  concerning  subject  matter  that  he  says  he  knows 
nothing  about,  in  such  wise  that  it  is  simply  an  argument  made  in 
the  form  of  a  question  that  is  put  to  him.  All  of  this  will  be  pre- 
sented to  the  committee  from  competent  sources,  and  any  inferences, 
of  course,  can  be  drawn  from  them  that  the  committee  desires  to 
draw.  It  will  just  cause  us  to  go  all  over  again,  when  we  get  the 
facts,  what  was  done  without  the  facts. 
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Mr.  E.EDriELD.  The  objection  is  sustained,  and  I  withdraw  the 
question. 

Mr.  Wolfe,  in  your  examination  of  the  books  of  the  Commercial 
Fire  Insurance  Co.  did  you  find  any  drafts  from  the  treasury  of  that 
company  in  favor  of  Tuttle,  Wightman  &  Dudley  shortly  after;  that 
is  to  say,  within  10  days  after  the  31st  of  October,  1912? 

Mr.  Wolfe.  To  Tuttle,  Wightman  &  Dudley? 

Mr.  Redfield.  Yes. 

Mr.  Wolfe.  There  were  drafts  to  them  every  week,  Mr.  Eedfield, 
running  right  along. 

Mr.  Redfield.  Was  the  statement  made  by  you,  that  their  expenses 
under  the  First  National  contract  were  but  14  per  cent,  taken  from 
the  statement  of  the  insurance  superintendent,  or  was  it  based  upon 
your  examination  of  the  books  of  that  company  up  to  the  close  of  the 
year  1912? 

Mr.  Wolfe.  I  can  tell  you  what  it  was  based  on.  I  took  the  total 
amount  paid  out  against  the  amount  of  subscriptions  received. 

Mr.  Eedfield.  Through  what  period? 

Mr.  Wolfe.  To  December  31. 

Mr.  Eedfield.  So  you  want  us  to  understand  that  14  per  cent  cov- 
ered the  entire  year? 

Mr.  Wolfe.  Yes. 

Mr.  Eedfield.  And  was  all  that  was  received  under  that  contract 
throughout  that  year? 

Mr.  Wolfe.  Yes. 

Mr.  Eedfield.  And  that  there  are,  under  that  contract,  no  further 
obligations  due  them  for  service  for  that  year  ? 

Mr.  Wolfe.  Would  you  mind  telling  me  what  you  want  to  know. 
Possibly  I  can  give  it  to  you.    T  do  not  know  what  you  mean. 

Mr.  Eedfield.  I  want  to  know  whether,  when  the  business  of  the 
year  1912  was  closed  finally,  the  commissions  paid  that  were  due  or 
to  become  due  to  Tuttle,  Wightman  &  Dudley  are  or  are  not  more  or 
less  than  14  per  cent? 

Mr.  Wolfe.  No,  sir;  those  are  all  the  commissions.  In  fact,  let 
me  say  that  there  is  a  slight  overpayment  to  them. 

Mr.  Eedfield.  Have  you  figured  the  proportionate  cost  on  the  10 
months  covered  by  the  report  of  the  superintendent  of  insurance  ? 

Mr.  Wolfe.  On  the  figures  based  on  his  report ;  yes,  sir. 

Mr.  Eedfield.  And  with  what  result? 

Mr.  Wolfe.  The  same  result.    It  does  not  vary  to  any  extent. 

Mr.  Eedfield.  I  will  call  your  attention,  as  an  actuary,  to  the  state- 
ment made  on  page  674  of  the  record. 

Mr.  Wolfe.  Which  book,  Mr.  Eedfield? 

Mr.  Eedfield.  Book  No.  7.  Let  us,  if  you  please,  first  refer  to  page 
672,  to  the  heading,  "  Financial  statement  of  the  Commercial  Fire 
Insurance  Co.  of  Washington,  D.  C,"  the  third  paragraph,  which 
reads : 

The  Commercial  Fire  Insurance  Co.  is  directly  and  solely  responsible  for  the 
statement  contained  in  this  the  company's  financial  statement. 

Then  let  us  refer  to  the  paragraph  on  page  674,  headed  "  Large 
trade  profit  earned  " ;  and  I  refer  you,  for  the  definition  of  "  trade 
profit,"  to  the  top  of  page  675,  where  it  is  defined:  "  Trade  profit: 
Trade  profit  is  what  is  left  from  the  premium  income  after  losses  and 
expenses  have  been  paid." 
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Mr.  Wolfe.  Yes,  sir. 

Mr.  Redfield.  With  that  interpretation,  I  read  to  you  what  is 
stated  in  that  paragraph,  namely 

Mr.  Wolfe  (interrupting).  Which  paragraph  is  this,  now? 

!Mr.  Eedfield.  Where  it  is  headed,  as  I  have  stated  to  you,  "  Large 
trade  profit  earned.'' 

Mr.  Wolfe.  Yes,  sir;  very  well. 

Mr.  Redfield  (reading)  : 

■During  these  same  six  moutlis  tlie  Comnierciiirs  expense  rate  decreased  12 
per  cent.     Here,  too.  is  profit  for  the  stockholders. 

During  these  six  niontlis.  also,  the  company  earned  a  trade  inofit  of  $39,454, 
which  \Yas  at  the  annual  rate  of  32  per  cent  on  its  capital  stock  of  !fl25,000. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Redfieu).  I  ask  you  if  an  investor  in  a  distant  State,  and  being 
unfamiliar  with  the  technique  of  the  fire  insurance  business,  in  read- 
ing that  statement  would  not  be  likely  to  understand  from  that  state- 
ment that  the  company  was  earning  money  and  had,  as  a  matter  of 
fact,  in  a  given  six  months,  earned  it  at  the  rate  of  3'2  per  cent  upon 
its  capital  ? 

Mr.  Wolfe.  You  are  asking  me  to  testify  to  what  somebody  else 
will  understand.  I  can  not  do  that.  I  can  not  tell  what  another 
man  will  do. 

Mr.  Redfield.  What  is  your  opinion  as  an  actuary? 

^Ir.  Wolfe.  I  think  that  that  is  a  statement  of  figures. 

Mr.  Redfield.  Of  course  it  is  a  statement  of  figures. 

ilr.  ^VoLFE.  If  the  figures  are  correct,  they  might  be  misleading  to 
a  man  who  was  not  familiar  with  the  fire  insurance  business. 

Mr.  Redfield.  j\Ir.  Wolfe,  what  would  you  understand  by  that 
statement  as  I  have  read  it  to  you?  I  ask  you  to  recall,  in  making 
your  answer,  that  you  have  testified  that,  as  a  matter  of  fact,  the 
company  lost  money  during  that  year.  "What  would  you  understand 
by  that  statement  ? 

Mr.  Carfsi.  Mr.  Redfield,  will  you  permit  me  to  ask  a  question,  in 
view  of  the  statement  about  the  company  not  making  any  money 
in  1911? 

Mr.  Redfield.  Yes. 

^Ir.  Carusi.  Did  I  understand  you  to  say  some  time  ago — I  am  not 
sure  that  I  did — that  you  had  not  examined  the  affairs  of  the  com- 
pany for  the  year  1911  ? 

Mr.  Wolfe.  I  made  no  examination  of  it.  I  said  the  company 
apparently  lost  money,  from  the  fact  that  it  sold  some  stock  and  its 
surplus  was  not  as  large  after  selling  the  stock  as  I  thought  it  ought 
to  be  in  consideration  of  that  fact. 

Mr.  Cakusi.  That  it  apparently  had  an  underwriting  loss  ? 

Mr.  Wolfe.  I  do  not  know  whether  it  was  an  underwriting  loss  or 
not. 

Mi-.  Carusi.  Just  because  it  is  pivotal  at  this  point,  as  you  are 
being  questioned  about  it,  let  me  ask.  Have  you  made  an  examination 
of  the  books  and  affairs  of  the  company  to  ascertain  its  true  condi- 
tion during  the  year  1911  ? 

Mr.  Wolfe.  No,  sir ;  I  have  not.  I  did  not  go  back  of  January, 
1912,  to  get  up  a  statement. 

Mr.  Carusi.  How  long  would  it  take  you  to  make  such  an  examina- 
tion? 
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Mr.  Wolfe.  A  week  or  so  more. 

Mr.  Caeusi.  How  long  would  it  take  you  to  make  such  an  examina- 
tion as  would  enable  you  to  answer  this  line  of  interrogatories? 
Could  you  do  it  to-night? 

Mr.  Wolfe.  I  could  possibly  get  some  idea  of  it  definitely  to-night ; 
yes,  sir. 

Mr.  Caeusi.  How  long  would  it  take  you,  if  you  took  as  a  basis  the 
figures  contained  in  the  report  of  the  superintendent  of  insurance,  as- 
suming them  to  be  correct,  without  making  a  detailed  examination 
yourself  ? 

Mr.  Wolfe.  Not  very  long. 

Mr.  Eedfield.  I  repeat  tlie  question :  What  would  you  understand 
this  language  to  mean? 

Mr.  Wolfe.  I  would  understand,  Mr.  Eedfield,  that  if  we  take 
the  premiums  of  the  company  and  deduct  from  it  the  losses  and  ex- 
penses that  there  would  be  a  balance  left  of  $39,054,  which  is  32  per 
cent  of  its  capital  stock,  $125,000. 

Mr.  Eedfield.  Would  you  understand  that  that  meant  that  the 
company  had  made  that  much  money  during  that  period? 

Mr.  Wolfe.  I  personally  would  not  so  understand  it,  because  I 
know  what  trade  profit  it.    You  asked  me  what  I  thought  about  it. 
,  Mr.  Peotjty.  It  defines  what  trade  profit  is  on  the  next  page. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peouty.  Would  you  give  the  same  definition  that  they  do  ? 

Mr.  Wolfe.  Yes,  sir ;  that  is  what  trade  profit  is.  But  that  does  not 
mean  anything. 

Mr.  Eedfield.  Do  you  know  whether  the  everage  man  distinguishes 
between  the  technical  term  "trade  profit"  as  here  defined  and  the 
ordinary  use  of  the  word  "  profit "  ? 

Mr.  Wolfe.  I  do  not  know,  Mr.  Eedfield,  whether  he  does  or  not. 
I  would  not  be  able  to  say  whether  a  man  did  or  did  not. 

Mr.  Eedfield.  Will  you  please  set  down  a  few  figures  for  me  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  The  Commercial  Fire  Insurancce  Co.  had  a  surplus 
at  the  beginning  of  the  year  1912  of  approxiinately  $71,000. 

Will  you  se  that  down? 
'  Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  It  was  $72,000  and  a  fraction. 

Mr.  Eedfield.  So  much  the  better.    $72,000. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  It  received,  according  to  the  insurance  commis- 
sioner's statement,  during  that  year  approximately  $144,441  as  pre- 
mium above  the  pay  value  of  stock  soild  by  it. 

Mr.  Wolfe.  That  was  the  premium  on  this  stock  ? 

Mr.  Eedfield.  Yes. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  It  received  from  the  alleged  profit  made  by  enhanc- 
ing the  value  of  the  Southern  Building  $226,715  during  that  year. 
Will  you  kindly  add  those  three  sums  together  ? 

Mr.  Wolfe.  Yes,  sir;  it  amounts  to  $443,156. 

Mr.  Eedfield.  On  the  basis  of  your  statement  as  to  the  surplus 
imder  admitted  assets  that  surplus  amounted,  at  the  close  of  the  year, 
to  $243,569.96.      Will  you  se  that  down  beneath  the  other  figures  ? 
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Mr.  Wolfe.  I  will  tell  you  whether  that  is  right  or  not.  Yes; 
$243,559.96. 

Mr.  Redfield.  Will  you  set  that  down  beneath  the  other  figures  ? 

Mr.  Wolfe.  Yes.  sir. 

Mr.  Eedfield.  Now,  will  you  kindly  deduct  the  smaller  figure 
from  the  larger  figure? 

Mr.  Wolfe.  $199,596.04,  is  the  difference  between  those  two  figures. 

Mr.  Eedfield.  The  various  items  composing  the  larger  sum  are  all 
admitted  assets  and  form  part  of  the  surplus,  do  they  not?  That 
is  to  say,  $72,000  is  the  surplus  carried  over  from  the  previous  year, 
and  $144,441,  is  cash  received  for  the  sale  of  stock,  and  the  $226,715 
is  profit  on  the  increase,  or  the  alleged  increase  in  value  of  real 
estate.     Those  are  accurately  stated,  are  they  not? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  So  that  you  have  items  of  surplus,  wholly  apart 
from  the  insurance  business  of  the  company  for  that  one  year,  ag- 
gregating $443,156,  have  you  not? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  How  do  you  account  for  the  shrinkage  of  the  sur- 
plus, in  view  of  those  items,  by  the  amount  of  $199,596.04? 

Mr.  Wolfe.  There  was  paid  out,  Mr.  Eedfield — you  have  the  fig- 
ures in  front  of  you,  and  if  you  will  give  them  to  me — will  you  kindly 
give  me  the  amount  of  commissions  paid  for  the  sale  of  stock.  You 
have  the  figures  there. 

Mr.  Eedfield.  Without  going  into  details,  can  j  ou  say  in  a  general 
way,  what  occasions  the  disappearance  of  the  surplus  ? 

Mr.  Wolfe.  I  have  given  you  my  figures.  You  have  asked  me 
for  information  and  I  am  going  to  give  it  to  you  definitely,  and  show 
you  where  it  comes  from. 

Mr.  Eedfield.  I  hope  you  will. 

Mr.  Easbt-Smith.  It  is  on  page  47  of  book  No.  1. 

Mr.  Wolfe.  I  am  ready,  Mr.  Redfield.  The  commission  on  the 
stock  was  $56,349,  and  the  dividends  paid  out  during  the  year 
$28,632,  and  the  expenses — management  expenses  and  things  like 
that — were  $98,000 ;  that  is,  $183,949 ;  that  is,  without  going  into  a 
great  deal  of  detail  and  analyzing  it  I  could  not  tell  you  where  the 
other  $16,000  was.  You  would  have  to  take  the  whole  thing  together 
for  me  to  give  you  any  intelligent  figures  on  it ;  that  is,  take  all  the 
income,  all  disbursements  and  reserves,  etc. 

Mr.  Eedfield.  But  they  represent  items  of  loss  or  expense  or 
dividends  which  have  reduced  the  items  of  surplus  by  that  amount? 

Mr.  Wolfe.  Yes;  for  instance,  the  unearned  premium  reserve 
increased  $55,000  in  that  time. 

Mr.  Eedfield.  Now,  Mr.  Wolfe,  I  read  you  a  portion  of  a  letter 
which  has  been  put  into  the  record  this  morning,  as  follows.  It  is 
a  letter  sent  to  the  stockholders  of  the  Commercial  Fire  Insur- 
ance Co.: 

Your  board  of  directors  met  on  the  second  Monday  of  September  at  a  regular 
meeting,  at  which  meeting  the  declaration  of  the  usual  dividend  would  have 
been  the  regular  order  of  business 

Mr.  Wolfe  (interposing).  Excuse  me.  Did  you  say  December 
or  September? 

Mr.  Redfield.  December.    Did  I  say  September? 
Mr.  Wolfe.  I  so  understood. 
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Mr.  Eedfield.  Then  excuse  me.  I  meant  December.  [Continuing 
reading :'] 

Two  or  three  days  before  the  meeting  of  your  board  of  directors  the  differ- 
ences between  your  company  and  the  other  insurance  interests  in  this  District 
became  so  acute  that  finally  all  parties  interested  asked  that  the  entire  con- 
troversy should  be  settled  by  an  investigation,  which  is  now  being  conducted  by 
a  subcommittee  of  the  District  of  Columbia  committee  of  the  House  of  Repre- 
sentatives. 

In  addition  to  the  inroads  which  your  company  has  been  making  upon  the 
local  insurance  business,  much  jealousy  was  created  by  the  purchase  of  the 
vSouthern  Building,  which,  as  the  evidence  before  the  committee  shows,  has  been 
drawing  tenants  from  other  business  properties  in  the  financial  center,  and  the 
appraised  value  of  which,  made  under  the  direction  of  the  insurance  depart- 
ment, had  created  a  widespread  fear  of  a  general  increase  in  tax  rates  in  this 
section  of  the  city. 

It  is  impossible,  of  course,  to  furnish  you  with  all  of  the  details  of  this  con- 
troversy, but  the  purpose  of  this  letter  is  to  explain  to  you  why  the  declaration 
of  the  usual  semiannual  dividend  has,  under  the  advice  of  our  general  counsel, 
been  carried  over  to  a  postponed  meeting  of  the  board  which  will  probably  be 
held  about  the  middle  of  the  month  of  January,  at  which  time  it  is  believed 
that  the  entire  controversy  will  have  been  favorably  disposed  of,  and  the  divi- 
dend can  be  declared  and  promptly  paid. 

Is  there  any  statement  made  there  to  the  stockholders  which  im- 
plies or  says  that  the  dividend  was  not  paid  because  it  was  not 
earned  ? 

Mr.  Wolfe.  No,  sir;  I  do  not  say  that.  They  also  do  not  say  if  the 
value  of  the  Southern  Building  is  sustained  that  they  will  have 
earned  the  dividend. 

Mr.  Redfield.  I  ask  if  there  is  any  reason,  Mr.  Wolfe,  given  there 
to  the  stockholders,  which  says  or  implies  that  the  dividend  was  not 
paid  because  it  was  not  earned  ? 

Mr.  Wolfe.  There  is  no  statement  there  to  that  effect,  Mr.  Redfield, 
and  I  do  not  see  any  necessity  for  making  that  statement. 

Mr.  Redfield.  I  did  not  question  you  about  the  necessity  for  it. 
It  is  not  there,  is  it  ? 

Mr.  Wolfe.  No  ;  it  is  not  there. 

Mr.  Redfield.  Mr.  Wolfe,  did  you  ever  hear  of  an  institution,  in 
the  nature  of  a  fire  insurance  company,  which  ever  paid  dividends, 
the  sole  source  of  which  was  either  the  enhanced  value  of  real  estate, 
not  yet  sold,  or  a  premium  on  stock  paid  into  it  by  the  same  stock- 
holders to  whom  the  dividend  is,  in  turn,  paid  ? 

Mr.  Cartjsi.  I  would  like  to  hear  the  latter  part  of  that  question 
read. 

Mr.  Wolfe.  I  would  like  to  have  it  read  to  me. 

Question  read  by  the  stenographer. 

Mr.  Wolfe.  Yes,  sir;  I  think  I  pointed  out  one  of  those — well,  I 
would  not  say  that  it  complied  with  both  of  those  conditions.  If 
you  will  take  them  apart,  I  would  say  "No;  I  have  not."  If  you 
put  them  together — I  mean  if  you  put  them  together,  I  would  say, 
"  No ;  I  have  not."  But  if  you  take  them  apart  I  would  say  I  have 
pointed  out  one,  as  Mr.  Best  has,  that  dividends  were  paid 

Mr.  Redfield.  Then,  if  you  separate 

Mr.  Carusi  (interposing).  Pardon  me.    He  has  not  finished. 

Mr.  Redfield.  Had  you  not  finished  ? 

Mr.  Wolfe.  No.  ^  't/: 

Mr.  Redfield.  Then  go  on.  -.  ^.^^J   '.»  . 
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Mr.  Wolfe.  Mr.  Best  and  myself  both  pointed  out,  for  instance, 
the  Hartford  Fire,  and  there  are  numerous  others  that  could  be 
pointed  out  to  you,  where  there  were  underwriting  losses  and  where 
the  stockholders  contributed  money,  and  therefore  the  dividends 
must  have  been  paid  out  of  the  contributions  of  that  year. 

Mr.  Redfield.  Then,  if  I  separate  that  question  so  as  to  make  it 
dividends  paid  out  of  the  enhanced  ^•alue  of  the  real  estate  not  yet 
sold,  your  answer  would  be  what? 

ISIr.  "Wolfe.  I  do  not  know  of  any.    There  may  have  been  some. 

INIr.  Redfield.  The  Hartford  Co.  was  an  old  company,  was  it  not? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Redfield.  And  had  had  a  long  and  prosperous  career,  had  it 
not? 

Mr.  Wolfe.  Yes,  sir. 
Mr.  Redfield.  And  the  disastrous  fire  which  removed  its  surplus 
was  one  incident  out  of  many  years;  is  that  not  so? 

Mr.  Wolfe.    Yes. 

Mr.  Redfield.  And  during  that  period  it  had  accumulated  some 
millions  of  surplus,  had  it  not  ? 

Mr.  "Wolfe.  Yes,  sir. 

Mr.  Redfield.  Was  it  not  normal  to  expect  that  its  future  career 
would  be  the  same  as  its  past? 

Mr.  AVoLFE.  I  presume  so,  Mr.  Redfield. 

Mr.  Redfield.  And  therefore  the  payment  of  a  dividend  to  an 
extent — not  wholly — out  of  surplus,  after  which  there  remained  a 
surplus  of  something  over  $2,700,000,  did  not  bear  the  same  relation 
that  it  does  in  the  case  of  a  company  which  for  two  years  had  been 
losing  money,  and  whose  sole  surplus  arose  from  the  enhanced  value 
of  real  estate,  that  was  not  sold,  upon  the  company's  books,  and  from 
contributions  by  stockholders  to  whom  were  being  paid  dividends  not 
earned  ? 

Mr.  Carusi.  Before  that  question  is  answered,  Mr.  Redfield 

Mr.  Wolfe.  Is  that  a  question  or  a  statement  ? 

Mr.  Redfield.  It  is  a  question. 

Mr.  Wolfe.  Will  you  read  it  to  me,  please  ? 

Mr.  Carusi.  One  moment. 

Mr.  Redfield.  I  will  have  it  read  to  you. 

Mr.  Carfsi.  I  want  to  ask  Mr.  Redfield  whether  it  is  stated  as  a 
fact  in  this  question  that  the  Commercial  lost  money  during  1911, 
or  is  that  stated  as  an  hypothesis? 

Mr.  Redfield.  It  is  stated  as  a  fact,  and  subject  to  such  proofs  as 
you  may  care  to  bring  here.  It  is  in  the  testimony  already  that  it 
did  and  that  you  were  informed  of  it. 

Mr.  Cakusi.  Mr.  Wolfe  has  testified  that  he  did  not  make  any 
exami  na  tion^ 

Mr.  Redfield  (interposing).  I  know  he  has;  but,  on  the  other 
hand,  the  testimony  of  Mr.  English  is  explicit 

Mr.  Wolfe.  Who? 

Mr.  Redfield.  Mr.  English.  That  he  came  to  you  and  pointed  out 
the  loss  and  asked  you  for  an  explanation,  and  that  you  made  no 
explanation. 

Mr.  Carusi.  It  is  not  my  business  to  explain  things  to  Mr.  English. 
viMr.  ilfeDFiELD.  It  appeared  in  the  public  records,  and  the  burden 
of'prc^  is  on  you  to  show  it  is  not  so.     Now,  read  the  question. 
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Mr.  Peouty.  I  may  be  wrong — and  if  I  am  I  hope  you  will  cor- 
rect me — but  I  understood  that  Mr.  Wolfe  in  his  testimony  said  that, 
taking  the  surplus  that  was  on  hand  at  the  beginning  of  the  year 
1911  and  the  surplus  that  had  been  paid  in  on  the  stock,  that  then 
the  surplus  at  the  end  of  that  year  showed  a  loss  on  the  business. 

Mr.  Cartjsi.  An  underwriting  loss,  Judge.  That  is  the  key  to  the 
whole  thing. 

Mr.  Wolfe.  That  is  all  it  is. 

Mr.  Peotjtt.  Well,  an  underwriting  loss — I  do  not  know  that  I 
know  the  difference  between  an  underwriting  loss  and  a  loss. 

Mr.  Redfield.  Will  you  read  the  question,  Mr.  Stenographer? 

The  question  was  read  by  the  stenographer. 

Mr.  Wolfe.  What  is  the  question,  Mr.  Redfield  ? 

Mr.  Redfield.  Are  these  parallel  cases?  That  is  what  my  col- 
league, Judge  Prouty,  suggests — are  these  parallel  cases? 

Mr.  Wolfe.  I  should  say  no,  sir. 

Mr.  Rediteld.  That  is  all  on  that.  Now,  Mr.  Wolfe,  I  have  but  a 
question  or  two  more.  Do  you  know  as  a  matter  of  fact  whether 
the  Commercial  Co.  has  got  insurance  maps  for  all  the  territory  in 
which  they  write  insurance? 

Mr.  Wolfe.  I  believe  they  have,  as  far  as  I  know. 

Mr.  Redfield.  Do  you  know? 

Mr.  Wolfe.  I  can  not  say  positively. 

Mr.  Redfield.  Have  you  seen  in  the  World's  Work  an  article 
within  a  month  on  the  conflagration  hazard? 

Mr.  Wolfe.  No,  sir. 

Mr.  Redfield.  Is  it  a  fact,  to  your  knowledge,  that  that  article 
states  that  in  many  of  our  large  cities,  the  names  of  which  are  given 
and  maps  of  which  are  shown  therein,  that  there  does  exist  to-day  a 
constant  menace  of  large  conflagrations? 

Mr.  Wolfe.  Do  you  ask  me  if  I  know  that  that  is  in  that  article  ? 

Mr.  Redfield.  Yes. 

Mr.  Wolfe.  I  have  not  read  the  article,  so  I  can  not  say  whether  it 
is  in  it  or  not.- 

Mr.  Redfield.  You  have  not  read  it? 

Mr.  Wolfe.  No. 

Mr.  Redfield.  I  think  that  is  all. 

Mr.  Easbt-Smith.  I  just  have  two  or  three  questions.  Mr.  Wolfe, 
there  was  some  discussion  in  your  testimony  this  morning  concern- 
ing the  apparent  losses  of  the  company  during  the  year  1912  up  to 
October  31,  as  appeared  upon  the  face  of  the  report  of  the  super- 
intendent of  insurance  as  of  October  31,  1912.  In  your  experience 
as  an  actuary  and  in  making  examinations  and  reports  for  the  vari- 
ous States,  would  it  be  customary  for  you  to  criticize  a  company 
because  during  a  given  period  it  had  had  losses,  provided  it  had  not 
impaired  its  capital  stock  or  rendered  it  insolvent? 

Mr.  Wolfe.  I  might  have  called  attention  to  it,  Mr.  Smith.  It 
would  all  depend  on  for  whom  I  was  examining  it.  By  that  I  mean 
for  what  State ;  whether  the  State  had  any  definite  laws  which  would 
back  me  up  in  my  criticism. 

Mr.  Easby- Smith.  Are  you  at  all  familiar  with  the  insurance  laws 
of  the  District  of  Columbia? 

Mr.  Wolfe.  Yes,  sir;  I  have  read  them  over  several  times. 
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Mr.  Easbt- Smith.  Subchapter  5  of  the  laws  of  corporations  gov- 
erns insurance  companies? 

Mr.  WoiJE.  Yes. 

Mr.  Easbt-Smith.  And  defining  the  duties  of  the  superintendent 
of  insurance? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Easby-Smith.  Bearing  in  mind  those  laws  in  the  District  of 
Columbia,  will  j^ou  state  whether  or  not  upon  the  face  of  the  reports 
on  the  Commercial  and  the  First  National,  viewed  in  the  light  of  your 
knowledge,  which  is  the  result  of  your  examination,  there  is  "any- 
thing apparent  upon  those  reports  showing  the  incompetence  of  the 
superintendent  of  insurance  or  his  examiner  and  statistician^ 

Mr.  Wolfe.  No,  sir. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  the  reports 
made  by  the  insurance  companies  are  on  standard  forms  adopted 
by  the  superintendents  generally  throughout  the  States? 

Mr.  Wolfe.  It  is  what  is  known  as  the  convention  form. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  these  two  re- 
ports, one  on  the  Commercial  and  one  on  the  National,  which  were 
made  by  the  department  of  insurance  in  the  District  of  Columbia, 
and  which  are  printed  beginning  at  page  46,  whether  or  not  they 
are  what  are  known  as  the  conventional  form  or  standard  form 
reports  ? 

Mr.  Wolfe.  Yes,  sir ;  they  are. 

Mr.  Easby-Sjiith.  AVill  you  state  whether  or  not  those  reports 
contain  all  the  information  that  they  ought  to  contain? 

Mr.  AVoLFE.  Yes,  sir;  from  a  financial  standpoint  absolutely  so. 
Might  I  qualify  that  last  statement  of  mine  just  a  little  bit? 

Mr.  Easby-Smith.  Yes. 

^Ir.  Wolfe  (continuing).  And  say  that  in  both  of  those  reports 
the  insurance  commissioner  did  not  include  the  partially  paid  stock 
of  the  company.  It  would  not  have  made  very  much  difference 
though,  one  way  or  the  other. 

Mr.  Easby-Smith.  You  stated,  I  believe,  Mr.  Wolfe,  that  in  one 
particular  the  reports  of  the  superintendent  of  insurance  failed  to 
give  credit  to  the  companies  for  what  you  have  given  them  credit; 
in  other  words,  that  the  reports  of  the  superintendent  failed  to  credit 
them  with  any  amounts  received  on  account  of  capital  stock  not  fully 
paid  for? 

Mr.  Wolfe.  Yes,  sir;  and  also  failed  to  debit  them  with  the  same 
capital  stock. 

Mr.  Easby-Smith.  Failed  to  debit  them  with  that  capital  stock? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Easby-Smith.  Is  that  more  or  less  strict  than  usual  on  the  part 
of  the  insurance  department  of  the  District  of  Columbia;  in  other 
words,  as  an  actuary  of  experience  have  you  included  that  in  your 
report  ? 

Mr.  Wolfe.  Yes,  sir;  I  have. 

Mr.  Easby-Smith.  Then  the  action  of  the  superintendent  of  in- 
surance in  this  District,  in  failing  to  include  that,  is  a  stricter  inter- 
pretation than  you  have  placed  upon  it? 

Mr.  Wolfe.  It  was,  on  October  31,  Mr.  Smith. 

Mr.  Easby-Smith.  On  October  31  ? 

Mr.  Wolfe.  Yes,  sir. 
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Mr.  Easby-Smith.  Did  I  correctly  understand  you  to  say  that  in 
your  examination  of  these  two  companies  you  liave  verified  the  report 
made  hj  the  local  department  as  of  October  31,  and  found  that  the 
report  is  substantially  correct? 

Mr.  Wolfe.  Yes,  sir;  I  have. 

Mr.  Easby-Smith.  In  every  particular? 

Mr.  Wolfe.  Yes;  with  those  exceptions  which  I  have  just  men- 
tioned. 

Mr.  Easby-Smith.  Yes;  that  is  aU. 

Mr.  Eedfield.  Is  that  all,  Mr.  Smith? 

Mr.  Easby-Smith.  Yes,  sir. 

Mr.  Kedfield.  Mr.  Carusi? 

Mr.  Caeusi.  Yes,  sir ;  it  is  getting  late  and  I  would  rather  examine 
the  witness  if  he  will  come  back  in  the  morning. 

Mr.  Eedfield.  This  particular  clause — how  shall  we  describe  this. 
Mr.  Carusi ;  will  you  dictate  a  description  of  the  extract  ? 

Mr.  Caetisi.  Suppose  you  just  entitle  this  "  Extract  from  lease  be- 
tween the  Southern  Building  Corporation  and  the  United  States 
Trust  Co.,  under  date  of  March  16,  1911."  That  is  to  be  the  title, 
and  then  continue  to  further  identify  it,  showing  the  terms  upon 
which  the  fixtures — ^is  that  what  it  relates  to  ? 

Mr.  Eedfield.  Yes. 

Mr.  Caeusi.  The  terms  upon  wjiich  the  fixtures,  vaults,  and  im- 
provements are  held.     I  think  that  is  sufficiently  descriptive. 

Mr.  Eedfield.  That  is  put  in  by  mutual  consent. 

Mr.  Caettsi.  And,  you  might  say,  subject  to  reference  to  the  entire 
lease,  if  desired. 

Mr.  Eedfield.  Yes. 

The  extract  from  the  lease  above  referred  to  is  in  the  words  and 
figures  following,  to  wit: 

It  is  further  understood  and  agreed  that  should  said  TJnitied  States  Trust  Co. 
elect  to  vacate  their  premises  at  the  expiration  of  this  lease,  without  renewing 
the  same,  then  said  Southern  Building  Corporation  shall  pay  to  it  or  its  suc- 
cessors or  assigns  50  per  cent  of  the  total  cost  of  the  vaults,  fixures,  and  im- 
provements of  all  kinds  made  on  said  premises  by  said  trust  company,  and  that 
in  the  event  said  company  shall  renew  its  lease  of  said  premises  for  a  further 
period  of  10  years  from  the  expiration  thereof  and  shall  vacate  said  premises  at 
the  end  of  20  years  from  the  date  of  this  indenture,  then  said  Southern  Build- 
ing Corporation  shall  pay  the  said  trust  company  or  its  successors  or  assigns 
25  per  cent  of  the  total  cost  of  the  vaults,  fixtures,  and  improvements  of  all 
kind  made  upon  said  premises  by  said  trust  company. 

Mr.  Eedfield.  Put  this  letter  from  the  Derby  Desk  Co.  in  also — 
the  January  16, 1913,  letter. 

The  letter  so  referred  to  by  Mr.  Eedfield  is  in  the  words  and  figures 
following,  to  wit : 

Washington,  D.  0.  January  16,  1913. 
Chaibman  House  District  Committee, 

Washington,  D.  G. 

Dear  Sib  :  In  compliance  with  your  request  we  wish  to  advise  that  according 
to  records  which  we  have  in  this  office  at  present  the  United  States  Trust  Co. 
paid  us  for  work  performed  in  their  banking  room  in  the  Southern  Building, 
corner  of  Fifteenth  and  H  Streets  NW.,  the  sum  of  $36,979.13.  The  work  exe- 
cuted by  us  included  the  following : 

Marble  and  bronze  screens. 

Bronze  safe  deposit  screen  with  marble  architrave  and  electric  clock. 

Bronze  vestibules. 
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Bronze  cheek  desks. 

All  etched  plate  glass. 

Mahogany  counter  in  cages. 

Steel  cages  with  doors. 

llahogany  coupon  booths. 

Mahogany  wainscoting  and  partitions  for  offlers'  rooms. 

ilahogany  trim  for  all  windows,  and  sash  tor  upper  windows  with  necessary 
fittings. 

Concrete  floor  filling. 

JIarble  floor  for  lobby  and  vestibules. 

Parquetry  and  subfloors  for  all  officers'  rooms  and  safe  deposit  room. 

Oak  subfloor  for  work  space. 

One  spiral  staircase. 

Two  staircases  to  basement,  and  iron  work  in  connection  therewith. 

Partition  work  and  shelving  in  basement. 

iletal  lockers  in  basement. 

Painting  ironwork  in  corridor  and  exterior  of  building. 

Altering  doors  and  windows  on  Fifteenth  and  H  Streets  side,  also  in  coiridor. 

Cutting  through  doors  from  officers'  rooms  to  annex,  No.  1429  H  Street. 

Remodeling  annex,  1429  H  Street,  including  new  sub  and  i)arquetry  floors. 

Mahogany  partitions  and  necessary  trim. 

Bronze  window  screens  for  main  banking  room  and  annex. 

All  receipted  vouchers  for  payment  received  by  us  are  in  the  possession  of 
the  United  States  Trust  Co. 

Respectfully  submitted. 

Derby  Desk  Co., 

S.    P.    Spitz,   Manager. 

P.  S. — With  reference  to  the  writer's  statement  of  yesterday,  to  the  effect 
that  the  United  States  Trust  Co.'s  work  amounted  to  apjiroximateiy  from 
$42,0fMi  to  $45.(100,  we  find  that  the  difference  in  the  amount  reported  above 
covered  certain  work  performed  by  us  in  other  branches  of  this  company. 


Commercial  Fire  Insurance  Co., 

Washington,  D.  C,  Decciii'ber  31,  1912. 
To  the  siocUh'ihlcis  of  the  Commercidl  Fire  Insurwvoe  Co.: 

The  report  of  the  insurance  department  of  the  District  of  Columbia  upon 
the  condition  of  your  company,  as  of  October  31,  1912,  showed  as  the  net 
result  of  the  operations  of  the  company  a  very  material  increase  in  its  surplus, 
which  is  the  fund  from  which  dividends  are  always  declared  by  fire  insurance 
companies. 

Tour  board  of  directors  met  on  the  second  Monday  of  this  month  at  a  regular 
meeting,  at  which  meeting  the  declaration  of  the  usual  dividend  would  have 
been  the  regular  order  of  business.  Two  or  three  days  before  the  meeting  of 
your  board  the  differences  between  your  company  and  the  other  insurance  inter- 
ests in  this  District  became  so  acute  that  finally  all  parties  interested  asked  that 
the  entire  controversy  should  be  settled  by  an  investigation,  which  is  now  being 
conducted  by  a  Subcommittee  of  the  District  of  Columbia  Committee  of  the 
House  of  Representatives. 

In  addition  to  the  inroads  which  your  company  had  been  making  upon  the 
local  insurance  business,  much  jealousy  was  created  by  the  purchase  of  the 
Southern  Building,  which,  as  the  evidence  before  the  committee  shows,  has 
been  drawing  tenants  from  other  business  properties  in  the  financial  center, 
and  the  appraised  value  of  which,  made  under  the  direction  of  the  insurance 
department,  had  created  a  widespread  fear  of  a  general  increase  in  tax  rates 
in  this  section  of  the  city. 

It  is  impossible,  of  course,  to  furnish  you  with  all  of  the  details  of  this  con- 
troversy, but  the  purpose  of  this  letter  is  to  explain  to  you  why  the  declara- 
tion of  the  usual  semiannual  dividend  has,  under  the  advice  of  our  general 
counsel,  been  carried  over  to  a  postponed  meeting  of  the  board  which  will 
probably  be  held  about  the  middle  of  the  month  of  January,  at  which  time  it  is 
believed  that  the  entire  controversy  will  have  been  favorably  disposed  of  and 
the  dividend  can  be  declared  and  promptly  paid. 
Respectfully,  yours, 

Robert  R.  Tuttle,  President. 

Mr.  Wolfe  submitted  the  following  statements  for  the  record : 
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COMMEECIAL    NATIONAL    BANK. 
CAPITAL    STOCK. 

Amount  of  capital  paid,  up  In  casli ., $430,  790.  00 


Amount  of  ledger  assets  Dec.  31  of  previous  year 364,  950. 29 

Increase  of  paid-up  capital  during  the  year 230,  790. 00 


Extended  at 595,  740.  29 


Total  premiums  (other  than  perpetual) 263,347.87 

Gross  interest  on  mortgage  loans $7,  033.  91 

Gross  interest  on  bonds  and  dividends  on  stocks 3,  047.  24 

Gross  interest   on   deposits   in   trust   companies   and 

banks 624.  81 


Total  gross  Interest  and  rents 10,  705.  46 

Commission  on  loans $179.  25 

Premium  on  stock  (full  paid) 248,136.50 

Bond  deposit,  Industrial  department : 7.  00 

Advances,  industrial  department 101.  69 

Partial  subscriptions  to  capital  and  sur- 
plus capital $29,  829. 41 

Surplus 33,  352.  31 

63,181.72 


Gross  increase  by  adjustment  in  book  value : 

Real  estate  to  bring  same  to  appraised  value 210,  940.  75 

Heal  estate  to  provide  for  assumed  interest  and 
taxes  for  vrhich  disbursements  have  been  made 
or  a  liability  maintained 10,  955.  80 


311,  606.  IS 


221,  895.  55 


Total   income 807,556.04 


Amount  carried  forward 1,  403,  296.  33 


DISBTJBSEMENTS. 

Net  amount  paid  policy  holders  for  losses 173, 161.  45 

Expenses  of  adjustment  and  settlement  of  losses 4, 037.  22 

Commissions  or  brokerage 90,  672.  60 

Salaries '_ 18,  671.  43 

Rents- 1,  597. 16 

Advertising,  printing,  and  stationery 7,  622.  78 

Postage,  telegrams,  telephone,  and  express 1,  438.  41 

Legal  expenses 159.  46 

Furniture  and  fixtures 2,  527. 63 

Maps,  including  corrections 724.  25 

State  taxes  on  premiums 1,  549.  8S 

Insurance  department  licenses  and  fees 4,  322.  79 

Commissions  and  expenses  of  stock  (full  paid) $95,785.30 

Commissions  and  expenses  T.  W.  &  D.  on 
account  partial  subscriptions  to  stock__  $37,  730.  50 

Less  balance  due  T.  W.  &  D 89. 10 

—    37,641.40 

—  133,  426.  7^ 


Other  disbursements: 

Dividends 28,  632.  60 

Janitor 11.  00 

Car  fare 176.25 

Notary  and  recording 452.  50 

Water  and  ice 80.  39 

Toilet  supplies 14.  25 

Newspapers,  etc 87.50 

Miscellaneous 2, 490.  72 

City  and' county  taxes  and  fees 1,351.33 
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Other  disbursements — Continued. 

Investigation  expense $4,644.80 

Accrued  interest,  Southern  Building,  at 

time  of  purchase $8,  277.  7S 

Interest,  borrowed  money 1,  722.  22 

10,  000. 00 

$47.  941. 34 

Net  collections  on  account  of  installment  subscriptions  in  1911 

included  in  surplus  in  error 140.00 

Deposit  to  clear  title  to  real  estate 10o!oo 

Gross  loss  on  sale  or  maturity  of  ledger  assets,  bonds 1,715!  00 


Total   disbursements 489, 808. 10 

Balance 913,488.23 

LEDGER  ASSETS. 

Book  value  of  real  estate,  eciuity $350,  000.  00 

Mortgage  loans  on  real  estate 217,900.00 

Book  value  of  bonds 199,423.52 

Cash  in  company's  office $13,  398.  37 

Deposits  in  trust  companies  and  banks 56,  929.  39 

70,  327.  76 

Agents'  balances,  business  subsequent  to  Oct.  1,  1912_  68, 129.  69 

Agents'  balances,  business  prior  to  Oct.  1,  1912 1, 179.  79 

Arrearages,  industrial  department 90.45 

Trust  fund 1,618.57 

Due  from  First  National  Insurance  Co 4,818.45 


Total  ledger  assets  as  per  above  balance 913,488.23 

NONLEDQER   ASSETS. 

Interest  due  and  accrued  on  mortgages $3,984.33 

Interest  due  and  accrued  on  bonds 2,  648. 32 

Bents   due   and   accrued,    net,   less   disbursements   on 
Southern  Building 8,379.19 


Total 15,  Oil.  84 

Interest  in  assets  Southern  Building  Corporation 006.84 


Gross   assets 929,106.91 

DEDTJCT   ASSETS    NOT    ADMITTED. 

Agents'  balances,   representing  business   prior  to  Oct. 

1,  1912 $1,179.79 

Book  value  of  ledger  assets  over  market  value  bonds_     2,  081. 02 

Arrearages  industrial  department 90. 45 

Amount   expended  imprest  fund,  but   included   as   an 

asset  Dec.  31,  1912 ^^ 4.30 


3, 355. 56 


Total  admitted  assets 925,751.35 

LIABILITIES. 

Net  amount  of  unpaid  losses  and  claims 40, 229. 91 

Beinsurance    reserve 165, 550.43 

Interest  due  and  accrued  on  borrowed  money 4,729.17 

Salaries,  rents,  expenses,  bills,  accounts,  fees,  due  or  accrued 900.84 

Accrued  taxes  on  premiums 5,000.00 

Accrued  taxes  on  building 3,228.63 

Accrued  bills  on  building ^^'^ 

Advances  industrial  department 101.69 

Due  T.  W.  &  D.  on  account  commissions  and  expenses  subscrip- 
tions to  stock 89.10 

Bond  deposit,  industrial  department ^-^ 

Due  minority  stockholders  Southern  Building  Corporation 878.53 


Total  amount  of  all  liabilities,  except  capital 221,571' 
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Capital  actually  paid  up  in  cash $430,  790.  00 

Installment  capital  paid  in  casli 29,  829. 41 

Surplus  over  all   liabilities 243,  559.  96 

$T04, 179.  37 

Total   liabilities 925,  751.  35 

First  National  Bank. 

capital  stock. 

Amount  of  capital  paid  up  in  cash $320, 000.  00 

INCOME. 

Total  premiums 7,  258.  88 

Gross  interest  on  mortgage  loan  per  schedule  B,  less 
$378.90  accrued  interest  on  mortgages  acquired  dur- 
ing 1912 , $740.64 

Gross  interest  on  bonds  and  dividends  on  stock.  Sched- 
ule D 250.  00 

Gross  interest  on  deposits.  Schedule  N .  222.  26 

Total 1,  212.  90 

Premiums  on  stock 320,000.00 

Exchange 3.  90 

Investment  commission 555.  00 

Capital    and    surplus    full    paid   but    not 
transferred  to  general  account: 

Capital $675. 00 

Surplus 675.  00 

1,  350. 00 

Partial  subscriptions  to  capital  and  surplus : 

Capital  167,  612.  50 

Surplus 167,  612.  50 

335,  225.  00 

Interest  on  subscription 1.  51 

657. 135.  41 

Keal  estate,  per  Schedule  A,  to  bring  same  to  ap- 
praised value 210,  940.  75 

To  provide  for  assumed  interest  and  taxes  for  which 

have  been  made  or  liability  maintained 10,  955.  80 

Total    income 221,  896.  55 

887,  503.  74 

DISBURSEMENTS. 

Commissions  or  brokerage 2,  720.  53 

Salaries,  fees,  and  all  other  charges  of  oflScers,  directors,  trustees, 

and  home-office  employees 4, 149.  40 

Advertising 2.  00 

Postage,  telegrams,  telephones,  and  express 1. 10 

Furniture  and  fixtures I-""-  00 

Insurance  department  licenses  and  fees 218.  00 

Supplies $490.  85 

Taxes  and  interest,  Southern  Building 8,  277. 78 

Interest  on  borrowed  money 1, 722.  22 

Discounts 9.  OS 

Commissions  and  expenses  stock  selling : 

Commissions $39,  900.  00 

Expenses 49, 700. 00 

89,600.00 

Commissions  and   expenses,   partial   sub- 
scription : 

Commissions 73,991.  26 

Expenses 59,  632.^87 

133,  624. 13 

Taxes  on  capital 28.  00 

Expense,  investigation 4,  854.  80 


1422  ISVESTIGATION    OF   INSTJRAi^^CE   COMPANIES. 

Jlisoellaiieous $565.  54 

Accrued  interest  ou  bonds  purchased 754.  79 

$239,  rt27.19 


Total    disbursements 247.  KJS.  22 


Balance 960,  333.  X 


LEDGER  ASSETS. 

Boolv  value  of  real  estate,  equity  $350,000  less  balance 

due  on  purchase  price,  $4,818.45 $345,181.55 

Mortgage  loans  on  real  estate 143,850.00 

Book  value  of  bonds 301,  838.  25 

Cash  on  hand  and  on  deposit 159,  740.  54 

Agents'    balances,    representing   business   subsequent 

to  October  1,  1912 4,  538.  35 

Trust  fund 1,255.47 

Due  from  Tuttle,   Wightman  &  Dudley  on   account 

overdrawal  of  expenses 3,806.36 

Protested  check  in  course  of  adjustment '_  125.  00 


NONLEDGER  ASSETS. 

Interest  on  mortgages,  accrued $2,  936. 15 

Interest  ou  bonds,  accrued 2,038.61 

Rents    due,    net,    less    disbursements    on    account    of 

building 8,  379. 19 


960, 335. 52 


13,  353. 95 


Other   nonledger    assets,    interest   on    assets    Southern    Building 
Corporation  606. 84 


(iross  assets 974.  2(10. 31 

DEDUCT   ASSETS    NOT  ADMITTED. 

Book  value  of  ledger  assets  over  market  value  of  bonds-    $988,  25 

Overdraft  of  T.,  W.  &  D 3,  806.  36 

Protested  cheek  in  course  of  adjustment 125.00 

4, 919. 61 


Total  admitted  assets ^ 969. 376. 70 


LIABILITIES. 

Net  amount  of  unpaid  losses  and  claims (') 

Total  unearned  premium,  reserve (') 

Interest  due  or  accrued  on  borrowed  money $4, 729. 17 

Estimated  amount  hereafter  payable  for  Federal,  State,  and  other 

taxes  based  upon  the  business  of  the  year  of  this  statement 145.07 

Accrued  taxes  on  building 3,228.63 

Accrued  bills  on  building 856.68 

Due  minority  stockholders,  Southern  Building  Corporation 878. 53 


Total  of  all  liabilities  except  capital 16,909.83 

Capital  actually  paid  up  in  cash $320,  675.  00 

Partial  subscriptions  to  stock 167,  612.  50 

Surplus  over  all  liabilities 464, 179.  37 


Surplus  as  regards  policy  holders 952,466.87 

Total   liabilities 969, 376. 70 

Mr.  REDriELD.  The  subcommittee  will  now  stand  adjourned  until 
to-morrow  morning  at  10  o'clock. 

Whereupon  the  subcommittee  adjourned  until  Friday  morning, 
January  17,  1913,  at  10  o'clock. 

1  Not  furuisbed. 
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INVESTIGATION  OF  INSURANCE  COMPANIES  AND  OFFICE  OF  COMMIS- 
SIONER OF  INSURANCE  IN  THE  DISTRICT  OF  COLUMBIA. 


Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  of  Eepresentatives, 
Washington,  D.  C,  January  17,1913. 
The  subcommittee  met  at  10  o'clock  a.  m.,  pursuant  to  adjourn- 
ment. 

Present,  in  addition  to  the  members  of  the  subcommittee :  Jlon.  Gnno 
H.  Rudolph,  Commissioner  of  the  District  of  Columbia ;  Mr.  Francis 
H.  Stephens,  assistant  corporation  counsel  of  the  District  of  Colum- 
bia; Mr.  J.  S.  Easby-Smith,  counsel  of  the  superintendent  of  insur- 
ance of  the  District  of  Columbia;  Messrs.  Charles  A.  Douglas  and 
Charles  F.  Carusi,  representing  the  Commercial  Fire  Insurance  Co., 
the  First  National  Fire  Insurance  Co.  of  the  United  States,  and  the 
Washington  Loan  &  Title  Co. 
Mr.  Redfield.  Are  you  ready? 
Mr.  Carusi.  Yes,  sir. 

TESTIMONY  OF  MR.  LEE  J.  WOLFE— Continued. 

Mr.  Carusi.  Mr.  Wolfe  would  like  to  have  two  or  three  verbal  cor- 
rections made  of  his  testimony  of  yesterday,  if  there  is  no  objectipn. 

Mr.  Redfield.  Go  ahead,  Mr.  Wolfe. 

Mr,  Wolfe.  I  would  like  to  correct  a  couple  of  my  answers  and  a 
statement  made  to  Judge  Prouty. 

Mr.  Prouty.  I  understand  that  the  record  is  to  be  left  just  as  it 
is,  so  far  as  it  is  concerned,  but  you  may  make  any  corrections  you 
wish,  to  be  put  in  the  subsequent  record. 

Mr.  Eedfield.  Just  state  that  you  notice  upon  the  typewritten  rec- 
ord furnished  you  by  the  insurance  companies  such  and  such  facts, 
and  say  what  you  desire  to  say  about  them. 

Mr.  Wolfe.  All  right.  On  page  14  of  this  transcript  furnished  by 
the  stenpgraphers  to  the  insurance  companies  I  find  that  they  use 
the  words  "  ageiiit's  plants"  instead  of  agent's  balances."  Wher- 
ever the  words  "  plants  "  is  used  the  word  "  balances  "  should  be  sub- 
s-titqted  in  connection  with  the  word  "  agents." 

Pn  the  same  page,  at  the  bottom  of  the  page,  I  answered  a  ques- 
tion of  Mr.  Carusi  as  follows : 

Not  a  cent,  Mr.  Carusi.  I  might  say  here  that  the  figure  is  not  at  all  un- 
ifsual,  that  this  method  of  getting  up  the  statement  is  not  at  all  unusual,  and 
I  havp  personally  participated  in  several  reinsurance  deals  where  the  rate  ran 
anywhere  from  32  to  50  for  this  class  of  business. 

142,3 
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I  want  to  change  that  to  read  as  follows : 

Not  a  cent,  Mr.  Carusi.  I  miglit  say  here  that  the  figure  is  uot  at  all  un- 
usual, that  this  method  of  getting  up  the  statement  is  not  at  all  unusual,  and 
1  have  personally  participated  in  or  known  of  several  reinsurauce  deals  where 
the  rate  ran  anywhere  fi-om  32  to  50  per  cent  for  this  class  of  business. 

Mr.  Carusi.  What  is  the  correction  ? 

Mr.  Wolfe.  I  added  the  words  "  or  known  of  "  after  ''  participated 
in,"  instead  of  just  "  participated  in." 

Mr.  Carusi.  Oh. 

Mr.  Wolfe.  Later  in  the  record,  in  replying  to  Judge  Prouty's 
questions  about  the  western  general  agencies  of  the  companies  being 
on  a  commission  basis,  I  used  the  words  "western  branch  offices" 
instead  of  "western  general  agencies"  several  times. 

In  reply  to  a  question  put  to  me  by  Mr.  Redfield  as  to  whether 
the  cases  of  the  Hartford  Fire  Insurance  Co.  and  the  Commercial 
Fire  Insurance  Co.  were  parallel,  I  replied  thereto  that  they  were 
not,  and  I  wish  to  correct  that  by  saying  that,  in  my  opinion,  they 
are  similar. 

Mr.  Redfield.  What? 

Mr.  Wolfe.  They  are  similar  instead  of  that  they  are  not  similar. 
I  want  to  change  my  answer. 

Mr.  Redfield.  Are  there  any  further  changes  ? 

Mr.  Wolfe.  That  is  all. 

Mr.  Carusi.  Mr.  ^^''olfe,  referring  to  the  operations  of  the  Com- 
mercial Fire  Insurance  Co.  during  the  year  1911,  I  am  going  to  ask 
you  to  make  a  calculation  from  the  official  figures  you  have  thete 
and  to  make  that  calculation  in  a  certain  way,  without  particular 
reference  to  the  business  done,  that  of  an  insurance  company  or  any 
particular  kind  of  a  company  at  all,  just  treating  it  as  a  business, 
with  a  view  to  developing  whether  or  not  the  dividend  of  $7,000 
which  was  paid  in  July,  1911,  was  or  was  not  paid  out  of  actual 
earnings  for  the  year  1911,  and  whether  or  not  the  dividend  of 
$12,000  declared  in  December,  1911,  but  not  paid  until  1912,  and 
charged  against  the  company  in  1912,  was  also  paid  out  of  earnings, 
and  out  of  earnings  made  by  the  company  during  the  year  1911 ;  dis- 
regarding, as  I  have  said,  the  question  of  whether  it  is  an  insurance 
company  and  subject  to  peculiar  methods  of  accounting,  and  just 
treating  it  as  a  business.  With  that  preliminary  statement,  I  will 
ask  you  the  question  and  ask  you  to  give  me  the  figures  as  we  go 
along.  . 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  And  as  leading  up  to  that,  T  want  to  ask  you  whether 
it  is  net  a  conceded  fact  that  the  assets  and  business  of  a  going  con- 
cern are  worth  more  than  would  be  shown  if  the  company  or  business 
were  liquidated  and  closed  out  and  its  assets  converted  into  money? 

Mr.  Wolfe.  Very  materially,  much  more  valuable,  Mr.  Carusi,  for 
the  reason  that  they  have  a  going  concern,  an  agency  plant,  which  has 
not  only  purchased  what  it  has,  but  will  in  the  future  purchase  more 
business. 

Mr.  Carusi.  That  is  to  say — — 
.    Mr.  Wolfe.  It  is  the  good  will,  in  other  words,  of  the  proposition. 
'    Mr.  Carusi.  As  another  preliminary  question,  the  fact  is  that  a 
going  business,  whether  it  be  an  insurance  company  or  a  factory  or  a 
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grocery  store,  has  elements  of  value  as  a  going  concern,  such  as  good 
will,  good  repute,  and  things  that  have  taken  time  and  money  to 
acquire,  but  which  you  can  not  realize  upon  generally  if  you  should 
liquidate  ? 

Mr.  WotFE.  That  is  right. 

Mr.  Caetjsi.  I  want  you  to  leave  out  of  this  calculation  with  re- 
spect to  the  Commercial  Fire  Insurance  Co.  any  good  will  it  may 
have  acquired  in  the  previous  31  years  of  its  business  life,  and  leave 
out  such  of  its  agency  equipment  as  it  acquired  during  1911,  and  ex- 
penses, and  leave  out  everything  except  its  real,  sure-enough  assets. 
Now,  if  that  company  were  liquidated  at  the  close  of  business  in  1911, 
its  bonds  sold  at  market  value,  its  cash  in  bank  treated  as  cash,  and 
so  on,  and  its  unearned  premium  reserve  disposed  of  for  40  per  cent, 
what  would  be  the  total  assets  left  for  distribution  among  its  stock- 
holders? 

Mr.  Wolfe.  Do  you  want  me  to  consider  the  capital  stock  as  a  lia- 
bility there  or 

Mr.  Caeusi.  Well,  put  it  on  both  sides  of  the  column.  I  think  we 
might  leave  that  off,  might  we  not  ? 

Mr.  Wolfe.  I  think  it  had  better  be  included  and  give  just  their 
net  interest  as  above  the  capital  stock. 

Mr.  Cartjsi.  Yes ;  give  it  on  both  sides. 

Mr.  WoiJFE.  $109,043.49. 

Mr.  Eedfield.  Just  state  again  in  your  own  language,  please,  what 
that  is. 

Mr.  Wolfe.  That,  Mr.  Eedfield,  is  the  value  of  the  assets  of  the 
company,  of  their  real  estate,  their  bonds,  their  cash  in  bank,  their 
agents'  balances,  that  are  perfectly  good  from  a  departmental  basis, 
and  a  40  per  cent  interest  in  the  reinsurance  reserve,  if  they  were  to 
liquidate,  as  Mr.  Carusi  asked  me,  and  against  that  I  took  off  all 
their  liabilities. 

Mr.  Eedfield.  So  that,  if  I  imderstand  you  correctly — and  my 
question  was  merely  to  get  your  thought  clearly  in  my  mind— the 
company  would  have  its  capital  stock  left? 

Mr.  Wolfe.  Besides  the  capital  stock,  they  would  have  $109,043.49. 

Mr.  Eedfield.  That  is  surplus  in  addition  to  the  capital  stock? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  One  hundred  and  nine  thousand  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  At  the  close  of  the  year  1911? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Cartisi.  Now,  Mr.  Wolfe,  we  come  to  the  starting  M'ith  a 
surplus  of  $36,000  in  round  numbers  ? 

Mr.  Wolfe.  Do  you  mean  when  the  Commercial  Fire  Insurance 
Co.  was  organized? 

Mr.  Caetjsi.  No  ;  I  am  just  talking  about  that  year. 

Mr.  Wolfe.  Yes;  they  started  that  year  with  $35,385.77. 

Mr!  Caeusi.  That  ought  to  be'  deducted,  ought  it  not — well,  that 
requires  a  furtKfer  question.  Now,  what  was  the  surplus  with  which 
it  started  business  in  1911  ? 

Mr.  Wolfe.  That  was  figured  the  other  day,  when  they  began  busi- 
ness in  1911. 
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Mr.  Garttsi.  Leaving  out  the  capital  stock,  then,  that  was  all  the 
assets  they  had,  was  it  not,  except  a  profit  in  certain  insurance  reswve 
that  they  had  at  the  beginning  of  the  year  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Well,  will  you  make  that  calculation,  if  you  have  not 
already  done  so? 

Mr.  Wolfe.  They  would  have  had,  working  on  the  same  basis  of 
their  interest  in  the  reinsurance  reserve  of  December  31,  1912,  and 
the  surplus  which  was  on  hand  the  same  date,  $46,885  as  a  liquidating 
value. 

Mr.  Caedsl  $46,000  as  against  $109,000;  is  that  right? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  So  that  the  assets  from  a  liquidating  standpoint  on 
December  31,  1911,  were  in  excess  of  the  assets  from  a  liquidating 
standpoint  on  December  31, 1912,  by  the  difference  between  those  two 
sums? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Cahusi.  What  is  that  in  figures? 

Mr.  Wolfe.  It  is  about  $63,000. 

Mr.  Carusi.  How  much  was  the  premium  realized  on  the  sale,  of 
capital  stock  in  1911? 

Mr.  Wolfe.  $60,000. 

Mr.  Redfield.  Do  you  mean  net  or  gross? 

Mr.  Wolfe.  That  is  net. 

Mr.  Redfield.  Take  it  gross. 

Mr.  Wolfe.  There  was  no  gross. 

Mr.  Carusi.  Pardon  me,  Mr.  Redfield,  let  me  get  the  calculation 
my  way  first,  and  you  can  get  it  your  way  afterwards. 

Mr.  Redfield.  All  right. 

Mr.  Carusi.  The  question  I  asked  you  is  how  much  money  came 
into  the  treasury  of  this  company  in  1911  as  premium  on  the  sale 
of  its  capital  stock. 

Mr.  Wolfe.  $60,000. 

Mr.  Carusi.  If  you  deducted  that,  then,  from  the  balance  that  you 
found  the  company 

Mr.  Wolfe.  Would  have  had  $3,000  left  and  had  paid  during  the 
year  $7,000  in  dividends. 

Mr.  Carusi.  Is  that  calculation,  the  way  I  stated  it  to  you  there, 
correct  ? 

Mr.  Wolfe.  I  think  it  is,  Mr.  Carusi. 

Mr.  Carusi.  I  mean,  does  that  properly  show 

Mv.  Wolfe.  Yes;  it  properly  shows  the  condition,  if  it  was  on  a 
liquidated  basis. 

Mr.  Carusi.  Was  that  $36,000  surplus  they  started  with  derived 
from  the  sale  of  stock  to  anybody  ? 

Mr.  Wolfe.  No,  sir;  when  this  company  was  organized  20  or  22 
years  ago  it  was  not  under  very  strict  supervision  and  was.  organized 
without  any  surplus  and  sold  its  stock  at  par.  This  surplus  is  the 
result  of  their  operations  in  the  past  years  and  belongs  to  the  stocks 
holders  absolutely. 

Mr.  Carusi.  In  other  words,  it  was  an  earned  surplus  ? 

Mr.  Wolfe.  It  was  an  earned  surplus. 

Mr.  Carusi.  Of  the  company? 

Mr.  Wolfe.  Yes,  sir. 
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Mr.  Caeusi.  Earned  previously  to  1911.  I  was  just  wondering, 
and  I  will  ask.  you  the  question  whether  in  figuring  this  thing  out 
last  nigl^t  we  did  not  get  some  diflferehi  results  ? 

Mr.  Wolfe.  We  figured  it  out  in  a  different  way,  Mr.  CarusL 

Mr.  Cakusi.  Figure  it  the  way  we  figured  it  last  night  and  see, 
which  way  is  the  right  way,  because  I  am  not  sure  in  my  own  mind. 
In  other  words,  I  think  you  have  already  taken  the  whole  premium 
reserve  out  once  in  arriving  at  a  calculation  and  took  the  40  per  cent 
out  agfiin. 

Mr.  Wolfe.  No  ;  I  added  the  40  per  cent  back  again. 

Mr.  Caetjsi.  Oh,  you  did? 

Mr.  Wolfe.  I  think  I  did. 

Mr.  Carijsi.  Are  you  working  it  out  the  other  way  now  ? 

Mr.  Wolfe.  Yes,  sir;  I  will  work  it. 

Mr.  Cakusi.  All  right.  I  think  I  see  an  error,  Mr.  Wolfe,  if  I  uiay 
interrupt  you  for  a  moment.  You  did  not  take  40  per  cent  of  the 
whole  premium  reserve  in  your  calculation  as  liquidated  as  of  De- 
cember 81,  1911.  You  only  took  40  per  cent  of  the  increase  in  the 
premium  reserve. 

Mr.  Wolfe.  No;  I  think  not,, Mr.  Carusi.  I  took  the  reinsurance, 
reserve  as  $81,000.    I  took  the  full  reserve. 

Mr.  Caeusi.  Just  try  it  out  the  other  way  and  see  what  the  re- 
sult is. 

Mr.  Wolfe.  Well,  I  am  doing  it  the  other  way. 

Mr.  Caeusi.  All  right.    How  does  that  work  out  ? 

Mr.  Wolfe.  This  is  a  different  basis  from  what  you  were  asking 
me  about  before,  and  I  will  tell  you  what  I  have  done  here,  roughtly. 
I  have  taken  the  surplus  as  it  stood  in  1910,  and  I  have  added  to  that 
the  amount  realized  from  the  sale  of  capital  stock,  $60,000,  and  prem- 
ium income,  $237,000.  That  gives  us  the  amount  which  we  have  to 
account  for. 

Mr.  Caeusi.  All  right ;  do  it  that  way. 

Mr.  Wolfe.  We  account  for  ii  in  tfiiS  way;  that  there  was  an 
increase  in  the  reserve  of  $35,000— — 

Mr.  Caeusi*  Of  how  much? 

Mr.  Wolfe.  $35,000. 

Mr.  Caeusi.  Was  it  not  $53,000? 

Mr.  Wolfe.  I  might  have  turned  by  figures  around — $53,000 — I  beg 
your  pardon.  An  increase  in  the  reserve  of  $53,000;  there  were 
Josses  paid  of  $40,000,  and  there  were  paid  expenses 

Mr.  Caeusi.  The  losses  paid  were  $36,000,  were  they  not? 

Mr.  Wolfe.  I  am  a  little  bit  mixed  up  in  my  owii  figures  here, 
between  the  two  statements. 

Mr.  Caeusi.  I  have  the  figures  you  got  out  of  that  same  book 
last  night. 

Mr.  Wolfe.  I  will  get  them  right  now,  I  hope.  Can  I  start  again 
now? 

Mr.  Caeusi.  Yes;  start  off  fresh. 

Mr.  Wolfe.  Let  me  start  off  .fresh  on  this  thing.  The  surplus  on 
December  31,  1910,  was  $35,000;  the  aniount  realized  from  sale  of 
capital  stock  was  $60,p00;  the  premium  income  was  $142,000;  mak- 
ing a  total  of  $237,000. 

Mr.  Caeusi.  $35,000,  $60,000,  and 

Mr.  Wolfe.  $142,000. 
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Mr.  Caettsi.  $142,000;  yes— $237,000  ? 

Mr.  Wolfe.  Yes,  sir.  Against  which  we  have  the  figure  in  reserve 
of  $53,000;  the  losses  paid,  $36,000,  and  the  expenses  paid  out  of 
$64,000,  making  a  total  of  $153,000.  We  had  at  the  end  of  the  year 
$76,000  surplus,  which,  if  you  will  add  that  to  the  $153,000,  you  will 
have  $229,000. 

Mr.  Carusi.  Yes. 

Mr.  Wolfe.  Now,  in  addition  to  that  we  paid  out  $7,000  for  divi- 
dends during  the  year.  That  brings  it  up  to  $236,000.  That  ac- 
counts for  the  money  that  came  in  and  out  during  the  year. 

Mr.  Caeusl  $226,000? 

Mr.  Wolfe.  $236,000. 

Mr.  Caeusi.  $236,000.  Now,  estimating  on  a  liquidating  basis, 
you  would  take  in  the  profit  in  the  increase  of  insurance  reserve  ? 

Mr.  Wolfe.  No;  on  a  liquidating  basis  we  took  in  profit  on  the 
whole  insurance  reserve  as  it  stood;  or,  on  the  increase,  to  get  it 
for  that  year. 

Mr.  Carusi.  What  I  want  to  make  clear  is  this :  If  you  take  in  the 
whole  reinsurance  reserve  at  the  end  of  the  year,  you  ought  to  take 
that  reinsurance  reserve  you  started  with  at  the  beginning  of  the 
year,  to  show  the  improvement  in  the  condition  of  the  company. 

Mr.  Wolfe.  About  $21,000,  Mr.  Carusi. 

Mr.  Carusi.  So  that  will  show  a  net  gain  from  the  operations  of 
the  company  during  the  year  of  how  much  money  ? 

Mr.  Wolfe.  $20,000. 

Mr.  Eedfield.  On  a  liquidating  basis? 

Mr.  Wolfe.  On  a  liquidating  basis. 

Mr.  Carusi.  The  two  dividends — only  one  of  which  was  paid,  but 
the  other  declared — the  first  was  $7,000,  and  the  other  was  $12,000, 
was  it  not  ? 

Mr.  Wolfe.  Yes. 

Mr.  Carusi.  That  is  $19,000.  So  I  understand  from  this  calcula- 
tion that  irrespective  of  the  surplus  of  $36,000  that  was  earned  in 
the  previous  years,  the  company  had  an  appreciation  in  its  assets, 
even  from  a  liquidating  point  of  view,  as  the  result  of  its  operations, 
which  was  in  excess  of  the  amount  of  the  dividends  declared  in  the 
year  1909? 

Mr.  Wolfe.  Yes,  sir ;  and  paying  no  attention  at  all  to  the  agencies 
of  the  company. 

Mr.  Carusi.  Yes,  sir ;  exactly ;  and  a  few  other  things  which  would 
only  be  of  value  to  a  going  concern. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Redfield.  That  is,  upon  a  liquidating  basis,  you  have  paid  out 
in  dividends  nineteen-twentieths  of  the  earnings? 

Mr.  Wolfe.  I  did  not  get  that  question. 

Mr.  Carusi.  I  do  not  understand  that  question. 

Mr.  Redfield.  I  gather  from  what  you  said  in  answer  to  a  question 
of  Mr.  Carusi  that,  on  a  liquidating  basis,  your  earnings  were  $20,000. 

Mr.  Wolfe.  No  ;  you  can  not  consider  it  that  way. 

Mr.  Redfield.  Did  you  not  say  so,  Mr.  Wolfe? 

Mr.  Wolfe.  No,  sir ;  I  said  on  a  liquidating  basis  there  would  be 
that  much  money  to  return  to  the  stockholders. 

Mr.  Redfield.  $20,000  is  what  you  earned,  on  a  liquidating  basis. 
It  includes  the  $60,000  paid  in  in  premiums? 


INVESTIGATION   OF   INSUEANCE   COMPANIES.  1429 

Mr.  Wolfe.  Yes;  that  includes- 


Mr.  Eedfieu).  Now,  you  paid  dividends  of  $19,000? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  So  you  paid  out  nineteen-twentieths  of  the  earnings 
as  regards  to  stockholders? 

Mr.  Wolfe.  Yes ;  but  you  must  consider,  Mr.  Eedfield,  that  there 
was  $35,000  at  the  beginning  of  the  year  that  belonged  to  them. 

Mr.  Eedfield.  I  distinguish  rather  carefully  between  surplus  and 
earnings.  I  am  asking  you,  now,  if  you  said  you  earned  $20,000 
during  that  year  with  regard  to  stockholders  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  And  you  paid  out  nineteen-twentieths  of  it  in  divi- 
dends ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  As  a  matter  of  fact,  those  earnings  include  what  was 
paid  in  in  the  way  of  premiums  on  stock,  do  they  not  ? 

Mr.  Wolfe.  No,  sir;  that  is  irrespective  of  that  item. 

Mr.  Eedfield.  Do  you  mean  to  say  that,  in  addition  to  the  $20,000 
which  you  say  was  earned  for  stockholders,  they  had  the  $60,000  paid 
in  as  premiums  on  stock  clear? 

Mr.  Wolfe.  Yes,  sir ;  because  they  had  a  surplus  of  $76,000  besides 
to  take  care  of  that. 

Mr.  Eedfield.  Will  you  add  $60,000  and  $19,000  and  tell  me  what 
they  come  to?  * 

Mr.  Wolfe.  $79,000. 

Mr.  Eedfield.  How  do  you  account  for  it,  then,  by  saying  that  they 
have  $76,000  on  hand? 

Mr.  Wolfe.  Mr.  Eedfield,  there  are  minor  adjustments,  for  interest 
and  things  of  that  kind  and  other  losses,  that  I  have  not  taken  into 
consideration. 

Mr.  Eedfield.  Is  it  not  a  fact,  Mr.  Wolfe,  that  that  dividend  was 
paid  out  of  the  surplus  paid  in  by  the  stockholders  for  premiums? 

Mr.  Wolfe.  No,  sir;  I  should  say  not — ^not  in  1911. 

Mr.  Eedfield.  It  would  be  if  you  do  not  take  it  on  a  liquidating 
basis  ? 

Mr.  Wolfe.  It  would  if  you  do  not  take  it  on  a  liquidating  basis. 
In  other  words,  if  you  look  at  it  from  the  policy  holders'  viewpoint, 
it  was ;  if  you  look  at  it  from  the  stockholders'  viewpoint,  it  was  not. 

Mr.  Eedfield.  That  is  to  say,  if  you  look  upon  it  as  a  going  con- 
cern, it  was,  and  if  you  look  upon  it  as  a  liquidating  concern,  it  was 
not? 

Mr.  Wolfe.  No;  not  exactly  that,  either.  The  only  way  we  can 
get  at  the  stockholders'  interest  in  any  concern,  not  only  an  insurance 
concern,  is  to  take  what  remains  on  hand  and  what  they  could  sell 
the  business  for. 

Mr.  Eedfield.  In  order  to  determine  that  this  dividend  was  paid 
out  of  surplus,  you  assume  that  the  business  was  sold  out  and  wound 
up  on  December  31  ? 

Mr.  Wolfe.  I  assume  that  the  business  was  sold  out  on  December 
31  for  what  they  could  sell  it. 

Mr.  Eedfield.  Now,  as  a  matter  of  fact,  it  was  not  sold  out  ? 

Mr.  Wolfe.  No. 
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Mr.  Eedfield.  As  a  matter  of  fact,  then,  taking  it  as  a  going  con- 
cern, these  dividends  were  paid  out  of  the  surplus  contributed  by  the 
stockholders,  were  they  not? 

Mr.  Wolfe.  No,  Mr.  Eedfield;  they  were  not — ^not  in  1911 — be- 
cause they  had  thirty-six  thousand,  which  they  had  previously 
earned,  Avhich  belonged  to  the  stockholders. 

ilr.  Eedfibld.  I  am  interrupting  Mr.  Carusi,  and  I  will  take  that 
up  a  little  later. 

Mr.  Cakusi.  Not  at  all.  I  just  wanted  him  to  correct  his  answer 
there. 

Mr.  Redfield.  You  may  go  on.     Have  you  finished,  ^Ir.  Carusi? 

Mr.  Caetjsi.  Yes,  sir ;  I  have  finished. 

Mr.  Eedfield.  Now,  Mr.  Wolfe,  I  think  you  testified  that  the  Com- 
mercial Fire  Insurance  Co.  did  not  wind  up  on  the  31st  of  December, 
1911? 

Mr.  Wolfe.  No,  sir ;  they  did  not. 

Mr.  Eedfield.  They  had  at  the  beginning  of  the  year  a.  surplus, 
which  you  have  testified  was  roughly  $36,000,  did  they  not? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  They  took  in  net  as  premiums  on  stock  $60,000,  did 
they  not  ? 

Mr.  AVoLFE.  There  was  no  commission  paid  out  that  year  at  all 
for  commissions  on  the  sale  of  stock. 

ISIr.  Redfield.  Well,  they  took  in  net  $60,000^  and  that  makes 
$96,000? 

Mr.  AVoLFE.  Yes,  sir. 

Mr.  Eedfield.  Is  not  that  so  ?. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  Now,  they  had  a  surplus  at  the  end  of  the  year  of 
$72,000,  did  they  not? 

]Mr.  Wolfe.  $76,000. 

Mr.  Eedfield.  AMiat  became  of  the  $20,000? 

Mr.  Wolfe.  It  was  evidently  paid  out  in  dividends. 

jMr.  Eedfield.  It  was  paid  out  in  dividends,  precisely.  That  is 
what  I  want. 

i\Ir.  Carusi.  Mr.  Wolfe,  is  it  possible  for  you,  or  for  anybody  else, 
where  there  is  a  large  amount  of  money  represented  by  bonds  and 
cash  in  the  bank — and  that  money  is  as  a  matter  of  bookltepping, 
divided  up  into  several  different  accounts,  one  surplus  earned  during 
the  previous  years,  one  surplus  contributed  by  stockholders,  another 
unearned  premium  reserve — to  say  that  a  particular  check  that  is 
drawn  against  a  general  bank  balance  is  drawn  against  any  particu- 
lar part  of  the  assets  of  the  company  ? 

Mr.  Wolfe.  No,  sir ;  it  is  not. 

Mr.  Carusi.  Is  it  not  just  as  proper  for  you  to  say  that  these  divi- 
dends were  paid  out  of  the  surplus  that  had  been  earned  by  the 
company,  $36,000,  as  that  they  were  paid  out  of  any  other  fund? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  Is  it  not  a  fact  that,  irrespective  of  the  $36,000  sur- 
plus, the  company's  financial  condition  had  improved  during  the 
year  more  than  the  amount  of  the  dividends  and  contributed  surplus 
put  together? 

Sir.  Wolfe.  Yes,  sir. 
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Mr.  Carusi.  Now,  you  are  willing,  are  you,  to  state  as  an  actuary 
before  this  committee,  that  this  last  statement  of  yours  is  a  sound, 
correct,  actuarial  deduction  from  the  facts  that  you  have  testified  to  ? 

Mr.  Wolfe.  I  think  they  were  perfectly  justified*  in  paying  the 
dividend  in  December,  1911,  both  legally  and  from  an  accounting 
standpoint. 

Mr.  Eedfield.  They  had  a  surplus  of  $36,000  when  the  year  began, 
had  they  not? 

Mr.  Wolfe.  Mr.  Eedfield,  let  me  say  this,  will  you,  please?  That 
when  you  take  me  back  over  this  thing,  every  time  you  are  taking  it 
back  to  a  departmental  basis,  and  I  am  talking  from  an  accounting 
standpoint  and  a  stockholder's  standpoint.  Now,  you  can  get  the 
same  answer  out  of  me.  I  admit  that  you  are  perfectly  right  from  a 
departmental  standpoint. 

Mr.  Eedfield.  I  think  I  have  a  very  good  idea  of  the  basis  upon 
which  I  am  calculating,  and  I  thank  you,  but  I  really  do  not  need 
you  to  instruct  me  as  to  my  figuring. 

Mr.  Wolfe.  No,  sir ;  I  do  not  tKink  you  do,  Mr.  Eedfield. 

Mr.  Eedfield.  They  had  a  surplus  on  the  first  of  the  year  of 
$36,000,  had  they  not? 

Mr.  Wolfe.  Yes,  sir ;  they  had. 

Mr.  Eedfield.  Now,  entirely  apart  from  their  business  operations, 
either  as  a  fire  insurance  company  or  any  real  estate  operations  or 
any  income  of  any  nature  from  interest  or  other  investments — apart 
from  all  those — they  took  in  $60,000  as  premiums  on  stock,  did  they 
not? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Eedfield.  $60,000  and  $36,000  added  together  make  $96,000, 
do  they  not? 

Mr.  Wolfe.  They  do;  yes,  sir. 

Mr.  Eedfield.  What  was  the  surplus,  reckoned  on  the  same  basis, 
at  the  close  of  the  year? 

Mr.  Wolfe.  The  surplus  on  a  departmental  basis  was  $76,000. 

Mr.  Eedfield.  I  will  ask  you  to  answer  my  question  just  as  I  ask 
it.  Eeckoned  on  the  same  basis,  what  was  their  surplus  at  the  end 
of  the  year  ? 

Mr.  Wolfe.  Well,  which  basis  are  you  talking  about  now,  Mr. 
Eedfield? 

Mr.  Eedfield.  Mr.  Wolfe,  it  is  not  three  minutes  since  you  your- 
self told  me  the  basis  upon  which  I  was  calculating. 

Mr.  Wolfe.  Yes,  sir ;  I  made  the  statement 

Mr.  Eedfield.  I  was  reckoning  on  the  same  basis  as  that  as  to 
which  you  testified,  that  they  had  $36,000  surplus  at  the  beginning 
of  the  year  and  took  in  $60,000  net  over  and  above  all  income  from 
ail  other  sources.  On  the  same  basis,  what  surplus  did  they  have 
left  at  the  end  of  the  year  ? 

Mr.  Wolfe.  $76,000  at  the  end  of  the  year. 

Mr.  Peouty.  What  was  the  liquidating  value  of  the  fire  insurance 
company  on  the  1st  of  January,  1910  ? 

Mr.  Wolfe.  The  1st  of  January,  1910? 

Mr.  Peotjty.  Yes. 

Mr.  Caeusi.  Just  do  the  problem  right  there  now. 
:  Mr.  Wolfe.  I  can  not  do  it,  because  I  have  not  the  figures  here. 
I  can  only  give  you  an  estimated  figure,  Judge. 
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Mr.  Caeusi.  You  will  have  to  find  out  whether  they  made  any- 
thing or  not  on  the  liquidating  value  at  the  end  of  the  year. 

Mr.  Wolfe.  Yes ;  I  Can  tell  you.  The  difference  would  be  the  40 
per  cent  interest  on  the  reinsurance  reserve. 

Mr.  Pboutt.  All  right;  let  us  have  it.  What  was  the  liquidated 
value  on  the  1st  day  of  January,  1911  ? 

Mr.  Wolfe.  All  right,  sir— $46,885. 

Mr.  Cabusi.  What  year  is  that  for? 

Mr.  Wolfe.  December  31,  1910. 

Mr.  Carusi.  Judge  Prouty  did  not  ask  you  for  December  31, 1910, 
as  I  understand  it. 

Mr.  Proutt.  Well,  I  will  take  his  figures. 

Mr.  Wolfe.  He  said  January  1,  1911.  That  is  the  same  thing.  I 
think  he  said  that. 

Mr.  Prouty.  Yes ;  that  is  what  I  said.  I  wish  you  would  give  me 
those  figures  again. 

Mr.  Wolfe.  $46,885. 

Mr.  Peoxity.  What  was  the  liquidated  value  on  the  31st  of  De- 
cember, 1911  ? 

Mr.  Caeusi.  ]\Iay  I  ask  you  how  you  got  that  figure  of  $46,885  ? 

Mr.  Wolfe.  I  took  the  reinsurance  reserve  for  December  31,  1910, 
and  took  40  per  cent  of  the 

Mr.  Caeusi.  And  added  it  to  the  surplus  on  the  1st  day  of  January, 
1911? 

Mr.  Wolfe.  The  1st  of  January,  1911. 

Mr.  Carusi.  You  took  the  surplus  and  profits  on  the  reinsurance 
reserve,  and,  adding  them  together,  you  got  $46,885;  is  that  right? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  All  right.  Will  you  do  the  same  thing  for  the  end  of 
the  year? 

Mr.  Prouty.  Now,  take  it  as  of  December,  1911. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  And  tell  me  how  you  get  the  figures  as  you  go  along. 

Mr.  Wolfe.  Yes.  sir.  To  the  surplus  existing  on  December  31, 
1911 

Ml-.  Carusi.  How  much  was  that? 

Ml.  Wolfe.  $76,463;  I  added  40  per  cent  of  the  reinsurance  re- 
serve. 

Mr.  Carusi.  How  much  is  that? 

Mr.  Wolfe.  $81,449. 

Mr.  Carusi.  How  much? 

Mr.  Wolfe.  The  reinsurance  reserve  is  $81,000,  and  40  per  cent  of 
that  is  $32,579. 

Mr.  Prouty.  Now,  what  do  you  give  as 

Mr.  Wolfe.  $109,042.    That  leaves  a  balance  of  $62,157. 

Mr.  Prouty.  I  am  not  asking  you  for  the  balance  just  now. 

Mr.  Wolfe.  The  difference  between  the  two. 

Mr.  Prouty.  What  would  be  the  liquidating  value  of  the  concern 
on  the  first  day  of  this  year  or  the  last  of  December? 

Mr.  Wolfe.  1912,  now? 

Mr.  Peouty.  1912 ;  leaving  out  of  consideration  any  proposed  ad- 
vance on  real  estate  and  leaving  out  any  amount  received  from 
premiums  on  stock  sold,  leaving  out  also'  any  dividends  paid,  and 
leaving-out  accretions  in  value  of  the  real  estate. 
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Mr.  WouFE.  You  are  asking  me,  Judge,  to  leave  out  things  from 
two  different  sides  of  the  statement.  You  asked  me  to  leave  out  ac- 
cretions from  the  sale  of  stock  and  dividends  paid.  They  are  differ- 
ent things. 

Mr.  Peouty.  Surely.  They  are  different  sides  of  the  ledger,  of 
course.    One  would  add  to  and  the  other  would  subtract  from. 

Mr.  Wolfe.  All  right,  sir.  That  would  show  a  minus  figure  of 
$122,000,  Judge.  As  I  explained  to  you  yesterday,  you  are  asking 
me  to  work  on  a  hypothetical  basis  which  really  does  not  mean  any- 
thing, because  these  companies  would  not  have  done  this  large  busi- 
ness and  would  not  have  had  these  enormous  expenses  if  they  had 
not  been  able  to  go  out  and  purchase  it. 

Mr.  Peoutt.  Those  are  matters,  perhaps,  for  our  deduction,  but  I 
wanted  to  see  whether  or  not,  from  the  operating  department  of  this 
company,  viewed  from  your  basis  of  liquidating,  the  company  was 
in  as  good  shape  on  the  31st  of  December,  1912,  as  it  was  on  the  31st 
of  December,  1911,  and  what  the  difference  was.  That  is  what  I  am 
trying  to  get  at. 

Mr.  Wolfe.  Let  me  explain  to  you.  I  presume  you  want  to  be  fair, 
and  you  want  to  know  both  sides  of  this  thing.  You  ask  me  what  I 
really  can  not  consider  a  fair  question,  because  you  are  going  and 
taking  away  from  these  companies  the  surplus  with  which  they  are 
obliged  to  go  out  and  purchase  business,  and  then  you  are  charging 
them  up  with  that  thing  that  they  purchase,  after  taking  away  their 
ability  to  go  out  and  purchase  it. 

Mr.  Peouty.  I  will  be  as  generous  as  my  conscience  allows  me  to. 
I  want  to  get  the  facts,  and  from  those  I  will  draw  my  conclusions. 

Mr.  Wolfe.  I  do  not  mean  to  say  you  are  unfair;  but  when  you 
put  these  figures  down  in  this  way  they  might  look  perfectly  right 
to  you,  but  from  an  accounting  standpoint  they  are  not. 

Mr.  Peotjty.  I  have  an  idea  the  attorneys  will  labor  with  me  on 
that  proposition;  but  I  want  to  get  the  facts,  aiid  then  we  will  strug- 
gle with  the  conclusions  to  be  drawn  from  them  later.  Now,  let  me 
hav^e  those  figures  again. 

Mr.  Wolfe.  It  shows  a  minus  figure  of  $122,000. 

Mr.  Caetjsi.  What  kind  of  a  figure? 

Mr.  Wolfe.  A  loss.  I  do  not  know  what  it  is,  because  the  fig- 
ures  

Mr.  Caeusi.  You  said  a  "  minus." 

Mr.  Wolfe.  Yes;  a  minus  figure. 

Mr.  Peouty.  That  is,  upon  a  liquidating  basis,  removing  the  things 
that  I  have  called  your  attention  to,  the  company  would  show  a  loss 
in  the  liquidated  values  between  1911  and  1912  of  $231,000? 

Mr.  Wolfe.  No  ;  $188,000. 

Mr.  Peouty.  It  showed  plus  in  1911  of  $109,000? 

Mr.  Wolfe.  Well,  yes ;  you  are  right ;  $109,000. 

Mr.  Peouty.  And  a  minus  in  1912  of  $122,000? 

Mr.  Wolfe.  That  is  right. 

Mr.  Pkodty.  Ho  the  shrinkage,  upon  the  hypothesis  that  I  have 
given  you,  would  be  a  shrinkage  of  $231,000  ? 

,  Mr.  Wolfe.  Based  upon  your  hypothesis,  with  which  I  can  not 
agree,  Judge.  If  you  want  me  to  say  that  your  figures  are  right,  T 
will  say  yes;  your  additions  and  subtractions  are  right. 
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Hr.  Proitty.  Sometime  I  may  ask  if  you  agree  with  me,  but  I 
have  not  asked  that  at  the  present  time. 

Mr.  Wolfe.  I  just  wanted  to  get  it  on  the  record  that  I  did  not 
agree  with  you. 

Mr.  Protttt.  You  will  agree  with  me  to  the  extent  of  stating  that 
I  have  the  right  to  ask  you  questions  ? 

Mr.  WoLTE.  Absolutely. 

Mr.  Peoutt.  And  you  have  answered  them  correctly? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peotjty.  Now,  the  deductions  to  be  drawn  are  for  me  as  well 
as  for  you. 

Mr.  Wolfe.  Yes;  I  thought  possibly  I  might  state  my  conclusions. 

Mr.  PKoutt.  I  know  what  you  have  in  mind,  and  I  will  not  say 
that  they  have  not  some  virtue  in  them.  But  they  are  not  figures; 
they  are  simply  conclusions. 

Mr.  Wolfe.  Of  course,  there  is  no  use  of  my  arguing  with  you 
on  this  proposition,  because  it  can  not  lead  anywhere.  I  tried  yes- 
terday, and  I  have  tried  again  this  morning,  to  show  you  that  you 
are  taking  away  from  them— — ■ 

Mr.  Protttt.  Let  me  go  back  a  little- 


Mr.  Wolfe.  Let  me  say  something  right  there.  Judge,  and  maybe 
I  can  illustrate  my  point  to  you.  Here  is  the  situation :  You  have 
a  patient  who  is  very,  very  sick,  or  who  has  been  shot.  He  has  lost 
a  lot  of  blood,  and  somebody  comes  along  and  volunteers  to  give 
that  man  some  blood  and  help  him  build  up  his  strength.  You  come 
along  and  agk  the  doctor  what  would  have  been  the  condition  of 
that  patient  if  somebody  had  not  come  along  and  given  him  his 
blood. 

Mr.  Prouty.  No  ;  but  I  have  tried  to  make  a  determination  of  the 
amount  of  blood  that  man  still  had  of  his  own  and  how  much  some^ 
body  else  injected  into  him. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peouty.  That  is  what  I  am  trying  to  get  at. 

Mr.  Wolfe.  That  is  not  saying  how  much  blood  belonged  to  him 
and  what  the  man  had  given  him. 

Mr.  Prouty.  Well,  if  I  knew  how  much  he  had  and  how  much 
somebody  else  had  injected  into  him,  I  could  figure  it  out. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Protjty.  I  could  do  that  without  being  an  actuary. 

Mr.  Wolfe.  Yes ;  but  you  would  need  a  doctor. 

Mr.  Prottty.  Now,  it  is  perfectly  legitimate  for  a  man  who  owns 
stock  in  the  company  to  inquire  into  the  facts  I  inquired  about,  is 
it  not? 

Mr.  Wolfe.  I  do  not  question  your  legal  right  to  ask  these  ques- 
tions. 

Mr.  Protjty.  Just  a  step  further:  These  things  you  talk  about  as 
being  of  value  would  disappear  on  a  liquidating  basis,  and  therefore 
should  not  be  considered  on  a  liquidating  basis  ? 

Mr.  Wolfe.  These  things  I  am  talking  about.  Judge,  were  not 
things  of  value  at  all.  My  statement  is  this,  that  if  the  company 
had  not  had  this  money  to  go  out  and  purchase  their  business  with, 
which  they  have  put  on  their  books,  they  could  not  have  purchased 
it,  and,  therefore,  their  condition  would  have  been  entirely  differept. 

Mr.  Protjty.  Yes;  but,  Mr.  Wolfe,  Mr.  Carusi  came  in  here  this 


INtBSTIGATION   OF   INSUKANCE   COMPANIES.  1485 

morning  to  deterrttine  from  you  what  was  the  liquidating  value  of 
this  property. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peotjtt.  And  you  figured  in  that  liquidating  value  every 
legitimate  thing  that  can  be  figured  in. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Protttt.  And  on  that  figure  it  shows  a  difference  between  the 
liquidating  value  in  the  fall  of  1911  and  the  fall  of  1912  of  $231,000. 

Mr.  Wolfe.  No,  sir ;  I  beg  your  pardon.  Judge.    It  does  not. 

Mr.  Peouty.  Well,  leaving  out  the  dividends? 

Mr.  Wolfe.  Mr.  Carusi  did  not  ask  me  to  make  up  any  figures  on 
that  basis.  I  figured  when  I  came  in  there  the  increase  in  that 
stock  in  my  liquidating  value.  You  are  making  me  take  it  out. 
You  are  making  me  spend  my  money  and  then  give  it  back  besides. 

Mr.  Peoutt.  I  have  been  perfectly  fair  in  saying  that  it  would 
not  be  fair  to  consider  that  your  company  was  liable  to  pay  dividends, 
which  had  been  paid  out,  or  not  get  any  credit  for  that.  I  have 
been  fair  on  that  subject. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peoutt.  Now,  on  the  other  hand,  if  they  had  paid  in  money, 
if  they  had  injected  some  of  their  blood  into  this,  they  were  entitled 
to  get  that  back  first. 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peoutt.  Well,  I  am  trying  to  find  out  how  much  they  would 
get  back  besides. 

Mr.  Wolfe.  In  the  meantime  the  company  has  gone  out  and  spent 
it  in  a  legitimate  effort  to  build  up  its  business. 

Mr.  Peoutt.  Your  whole  examination  this  morning  has  been  upon 
the  basis  of  a  liquidating  proposition.  Every  man  will  admit,  knd 
every  insurance  man  will  admit,  that  it  will  not  make  as  good  a 
showing  as  this  if  you  take  it  on  a  running  basis,  because  then  you 
do  not  get  that  40  per  cent  on  the  unearned  premium. 

Mr.  Caeusi.  May  I  offer  a  suggestion?  I  am  surprised  at  these 
figures  myself — plus  and  minus.  There  must  be  something  wrong 
about  them.  In  that  plus  $109,000  there  was  included  the  amount 
of  money  paid  in  as  premiums  on  the  sale  of  stock.  Then,  when  you 
get  your  figures  for  1912,  it  shows  a  minus. 

According  to  your  statement,  Mr.  Wolfe,  $111,000  is  what  you 
lost  on  it? 

Mr.  Wolfe.  Mr.  Carusi,  I  am — — 

Mr.  Caeusi.  In  other  words,  what  you  mean  by  minus  a  hundred 
and  eleven  thousand 

Mr.  Wolfe.  This  is  what  the  situation  was.  There  was  so  much 
paid  in  on  account  of  capital  stock,  and  the  judge  told  me  to  takie  that 
out.  There  was  so  much  paid  in  on  account  of  the  building,  an  in- 
crease in  the  value  of  the  building,  and  he"  told  me  to  take  uiat  out. 
Then  he  asked  me  what  the  surplus  was,  and  he  allowed  me  to  add 
in  the  difference,  and  taking  the  difference  between  the  two,  it  is 
$122,00Q. 

Mr.  Caeusi.  Excuse  me  a  minute.  I  think  we  can  get  the  figures 
the  judge  wants.  Liquidating  the  company  at  the  close  of  1912,  just 
as  at  the  close  of  1911,  what  surplus  did  you  have? 

Mr.  Wolfe.  1  had  that  figure  yesterday.    I  read  it  into  the  record. 
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Mr.  Cauusi.  It  was  shown  in  the  newspaper  this  morning,  was  it 
not?  There  is  a  statement  published  there.  Have  you  not  a  state- 
ment there  of  the  surplus  as  of  December  31,  1912? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  How  much  is  that? 

Mr.  Wolfe.  $243,559. 

Mr.  Carusi.  No  ;  leaving  out  the  building  altogether. 

Mr.  Wolfe.  About  $33,000,  Mr.  Carusi. 

Mr.  Carusi.  $33,000  surplus? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  "\Miat  is  40  per  cent  of  the  unearned  premium  reserve? 

Mr.  Wolfe.  Sixtv-six  thousand. 

Mr.  Carusi.  That  is  $99,000. 

Mr.  Wolfe.  Ninety-nine  thousand ;  yes,  sir. 

Mr.  Carusi.  Leaving  the  capitalization  amount  just  the  same  as 
you  did  in  the  other  capitalization 

Mr.  Wolfe.  The  judge  told  me  to  take  it  out.  That  caused  the  dif- 
ference. 

Mr.  Pkouty.  The  dividends  are  included  fairly  in  that  item. 

Mr.  Carusi.  Now,  you  have  $99,000.  How  much  of  that  was  con- 
tributed as  premium  on  the  sale  of  stock? 

Mr.  Wolfe.  $248  000. 

Mr.  Cari^si.  Is  that  gross  or  net? 

Mr.  AVoLFE.  That  is  gross;  excuse  me. 

Mr.  Carusi.  Give  us  the  net,  please. 

Mr.  WoiJTE.  I  have  got  to  take  commission  off  of  that. 

Mr.  Carusi.  $148,080,  roughly,  is  it  not? 

Mr.  Wolfe.  About  $115,000. 

Mr.  Carusi.  $115,000? 

Mr.  Wolfe.  Yes. 

Mr.  Carusi.  Now  add  that  to  your  ninety-nine. 

Mr.  Wolfe.  No;  deduct  it  from  your  ninety-nine. 

Mr.  Carusi.  What? 

Mr.  WoLi'E.  Deduct  it  from  your  ninety-nine. 

Mr.  Carusi.  Well,  deduct  it  from  your  ninety-nine. 

Mr.  Wolfe.  It  shows  a  loss  of  $16,00(). 

Mr.  Carusi.  So,  then,  you  have  lost  all  of  your  liquidating  assets 
except  your  capital,  which  you  have  left  out  of  both  calculations? 

Mr.  Wolfe.  Yes;  and  besides  that,  lost  $16,000. 

Mr.  Cakusi.  And  lost  $16,000  besides  that? 

Mr.  Wolfe.  Yes. 

Mr.  Carusi.  And  you  had  $109,000  liquidating  value  when  you 
started  at  the  beginning  of  the  year? 

Mr.  Wolfe.  Yes. 

Mr.  Carusi.  Would  not  $109,000  and  $16,000  then  represent 

Mr.  Wolfe  (interposing).  $125,000. 

Mr.  Carusi.  W6uld  not  that  represent  your  minus? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Carusi.  That  is  $125,000,  is  it  not? 

Mr.  Wolfe.  Yes.  I  might  say  that  when  I  made  the  calculation 
for  the  judge  I  was  in  a  hurry  and  forgot  to  take  out  the  commis- 
sions on  the  sale  of  stock.    I  put  it  all  in  gross,  on  one  side. 

Mr.  Carusi.  Just  excuse  me  a  minute.  I  want  to  j)ursue  this  a  little 
"further.    The  judge  said  he  thought  it  might  be  fair  to  take  out  the 
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Mr.  PROtrrr.  That  is,  earnings. 

Mr.  Caeusi.  They  amounted  to  $28,000? 

Mr.  Wolfe.  They  amounted  to  $28,000. 

Mr.  Caeusi.  If  you  take  that  from  $125,000,  that  gives  you 

Mr.  Wolfe  (interposing).  $97,000. 
Mr.  Cartjsl  $97,000? 
Mr.  Wolfe.  Yes. 

Mr.  Caeusi.  So  that  on  a  liquidating  basis  the  company's  Opera- 
tions resulted  in  a  minus  of  $97,000? 
Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  Which  had  to  be  made  good  out  of  the  proceeds  from 
the  sale  of  the  stock  at  a  premium  ? 
Mr.  Wolfe.  Yes,  sir. 
Mr.  Caeusi.  That  is,  for  1912. 
Mr.  Wolfe.  That  is  for  1912 ;  yes,  sir. 

Mr.  Peoutt.  What  has  become  of  this  item  of  $109,000  surplus  on 
the  liquidating  basis  that  you  had  at  the  beginning  of  the  year  ? 

Mr.  Wolfe.  Why,  that  went  in — we  considered  that  in  as  the  loss 
to  make  up  the  $125,000.  Do  you  want  me  to  tell  yoli  absolutely 
what  has  become  of  it?  I  can  not  separate  the  $109,000  from  the 
other  funds. 

Mr.  Peoutt.  Let  me  try  it  again.    Let  me  see  if  I  understand  this. 
Let  me  ask  you  to  revamp  your  figures  according  to  my  question. 
Mr.  Wolfe.  Yes,  sir ;  I  will. 
Mr.  Peouty.  Figuring  the  liquidating  value  of  the  concern  in  thd 

fall  of  1912 

Mr.  Wolfe  (interposing).  Yes,  sir. 

Mr.  Peouty.  Taking  into  consideration  everything,  what  does  it 
show  in  figuring  that  real  estate  commission  on^ — 

Mr.  Wolfe  (interposing) .  It  shows  a  surplus  of  $243,000. 
Mr.  Peouty.  How  much  should  be  added  on  one  side,  if  you  take 
into  consideration  the  increment  of  $226,000  on  real  estate? 
Mr.  Wolfe.  Will  you  read  me  that  last  part  ?    I  did  not  hear  it. 

Question  tead  by  the  reporter,  as  follows : 

How  much  should  be  added  on  one  side,  if  you  take  into  consideration  the 
increment  of  $226,000  on  real  estate? 

Mr.  Wolfe.  I  might  say,  Judge,  this  does  not  include  the  $226,00©; 
There  has  since  been  paid  out  additional  irioney  in  cash,  which  weM 
into  the  cash  value  of  the  building,  and  reduced  the  adjustment  valtiie 
of  the  building  so  it  is  only  $210,000  no^. 

Mr.  Caeusi.  Leaving  a  surplus  of  $33,000  ? 

Mr.  Wolfe.  Yesj  if  we  leave  the  building  out  of  consid€!rati6n 
altogether. 

Mr.  Caeusi.  Leaving  the  building  out  of  consideration  altogether  * 

Mr.  Wolfe.  Yes ;  if  we  leave  the  building  at  the  price  the  compalny 
paid  for  it. 

Mr.  Eedfielb.  And  after  receiving  $144,000  on  the  sale  of  the 
stock  during  the  year 

Mr.  Caeusi  (interposing).  $115^000,  was  it  not? 

Mr.  REDFiBLi).  No ;  $144,000. 

Mi-.  Wolfe.  No,  sir ;  it  is  $115,000-. 

Mr.  Peouty.  Premium  on  stodk? 

71391— No.  18—13 % 
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Mr.  Wolfe.  Less  commissions. 

Mr.  Redfield.  Well,  we  will  make  it  so.  The  net,  after  receiving 
the  net  premiums  on  stock,  less  commission,  dm-ing  the  year,  the 
surplus — leaving  the  building  out — was  $33,000  ? 

Mr.  Wolfe.  You  are  asking  me  to  make  up  a  figure  in  one  way 

Mr.  Redfield.  I  asked  you  a  question,  Mr.  Wolfe. 

Mr.  Wolfe.  Well,  I  am  in  the  midst  of  a  calculation  for  Judge 
Prouty. 

Mr.  Redfleld.  I  did  not  know  that. 

Mr.  Peoutt.  Let  me  start  it  over  again.  Now,  with  all  the  mental 
changes  that  have  taken  place  in  vour  mind,  give  me  the  liquidating 
value  of  all  the  assets  of  the  company  on  the  31st  day  of  December, 
1912,  not  considering  or  taking  into  account  the  dividends  that  have 
been  paid,  not  taking  into  account  the  supposed  accretions  in 
the  value  of  the  real  estate,  nor  on  the  dividends  paid  in  on  stock, 
and,  if  you  desire,  you  may  use  the  net  dividends — the  net  premiums, 
if  you  desire. 

Mr.  Wolfe.  All  right,  sir.    The  net  accretions,  you  mean? 

Mr.  Peoutt.  And  no  accretions  in  the  real  estate. 

Mr.  Wolfe.  Well,  the  surplus  of  the  company  is  $243,000 — the 
building  is  marked  up  for  $210,000,  leaving  a  surplus  of  $33,000. 
There  has  been,  net,  contributed  $115,000  from  the  sale  of  stock, 
from  which  we  are  going  to  deduct  $28,000  more  for  dividends— 
$87,000.  I  have  not  added  any  figure  in  for  the  40  per  cent  value  of 
the  reinsurance  reserve,  which  amount  to  $66,000. 

Mr.  Cabusi.  What  are  your  three  figures,  now?  Thirty-three,  87, 
and 

'Mr.  Wolfe  (interposing).  And  66. 

Mr.  Caeusi.  Sixty-six? 

Mr.  Wolfe.  Yes.  Our  liquidating  value  on  the  other  side,  then, 
would  show  a  profit  of  $11,000  that  way. 

Mr.  Peotjty.  I  do  not  know  that  I  understand  the  first  figures 
which  you  start  with. 

Mr.  Wolfe.  I  started  with  the  surplus  of  the  company,  with 
everything  in  it^$243,000. 

Mr.  Redfield.  Now,  on  the  other  side  of  the  account 

Mr.  Wolfe  (interposing).  On  the  other  side  of  the  account  I  take 
$210,000  away  from  it.  That  is  the  building.  This  is  $33,000.  Now, 
the  net  amount  contributed  by  stockholders  was  $115,000. 

Mr.  Redfield.  Do  you  add  that  to  the  $33,000  ? 

Mr.  Wolfe.  No,  sir ;  I  am  deducting  it  from  the  $33,000. 

Mr.  Redfield.  Go  ahead. 

Mr.  Wolfe.  And  then  I  add  $28,000  to  the  dividends. 

Mr.  Cabusi.  You  add  that  to  your  $243,000  ? 

Mr.  Wolfe.  Add  it  to  what,  Mr.  Carusi  ? 

Mr.  Cabusi.  Two  hundred  and  forty-three.  On  one  side  you  have 
243  and  28,  and  on  the  other  side  you  have  210 

Mr.  Wolfe  (interposing).  Well,  I  figured  it  differently. 

Mr.  Redfeeld.  Now,  will  you  please  state  the  same  figures  again, 
and  be  precise  in  telling  us  how  to  set  them  down  ? 

Mr.  Wolfe.  Well,  that  is  what  I  am  doing,  Mr.  Redfield. 

Mr.  Redfield.  Mr.  Carusi  understands  it  one  way  and  I  another. 
Now,  will  you  please  start  again,  and  read  it  to  us  as  you  do  it? 
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Mr.  Wolfe.  Yes,  sir.  On  the  debit  side  of  the  account  I  am  put- 
ting down  $243,000  as  present  surplus. 

Mr.  Kedfibld.  $243,000  on  the  debit  side  of  the  present  surplus? 

Mr.  Caettsi.  Yes;  $28,000  for  dividends. 

Mr.  Eedfieed.  That  goes  under  the  $243,000? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Redpield.  Yes. 

Mr.  Wolfe.  And  $66,000  as  entered  in  the  reinsurance  reserve? 

Mr.  Redfield.  That  goes  under  the  28  ? 

Mr.  Wolfe.  Yes ;  making  a  total  of  337. 

Mr.  Redfield.  $337,000? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Ria>FiELD.  All  on  the  debit  side  of  the  account  ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Redfield.  Now,  on  the  opposite  side — — - 

Mr.  Wolfe.  On  the  opposite  side  I  put  $210,000  increase  in  the 
value  of  the  building  and  $115,000  net  increase  in  the  stock, 

Mr.  Redfield.  Yes. 

Mr.  Wolfe.  Making  a  total  of  $325,000. 

Mr.  Redfielld.  Yes;  and  on  that  basis  it  shows  a  surplus  of  what? 

Mr.  Wolfe.  $12,000. 

Mr.  Redfield.  Which  includes,  as  you  have  said,  the  increase  on 
account  of  the  building  and  the  payment  in  premiums  on  the  capital 
stock  ?, 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeitsi.  What  was  that  last  question? 

Mr.  Wolfe.  Will  you  read  the  question,  please  ? 

Question  read  by  the  stenographer,  as  follows : 

Which  includes,  as  you  have  said,  the  increase  on  account  of  the  building  and 
the  payment  in  premiums  of  the  capital  stock? 

Mr.  Wolfe.  No,  sir;  those  have  been  taken  out,  Mr.  Redfield.  I 
have  taken  those  out. 

Mr.  Redfield.  They  are  deducted? 

Mr  Wolfe.  They  are  deducted;  yes. 

Mr.  Redfield.  So  you  figure,  if  I  understand  you  correctly,  an  in- 
crease in  surplus  of  $12,000  on  the  liquidated  basis? 

Mr.  Wolfe.  Yes,  sir.  That  is,  adding  back  in  again,  you  under- 
stand, Mr.  Redfield,  the  $28,000  in  dividends  which  have  really  been 
paid  out. 

Mr.  Caeusi.  Now,  vou  started,  as  a  basis  of  comparison,  with 
$109,000? 

Mr.  Wolfe.  Yes. 

Mr.  Caeusi.  At  the  beginning  of  the  year,  did  you  not? 

Ml'.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  And  you  wind  up  with  the  same  sort  of  estimate, 
with  $12,000? 

Mr.  Wolfe.  $12,000;  yes. 

Mr.  Caeusi.  So  vour  operations,  then,  have  resulted  in  a  loss  of 
$97,000? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  That  is  just  the  figure  that  I  got  before. 

Mr.  Wolfe.  Is  that  the  figure  you  wanted,  Judge,  before? 
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Mr.  Peouty.  Well.  I  did  not  say  they  were  the  figures  I  wanted. 
They  were  the  figiires  I  got.  I  think,  it  they  are  accurate,  they  con- 
vey the  idea  I  was  working  on.. 

Mr.  "Wolfe.  It  was  my  fault  entirely',  because  I  did  not  understand 
what  you  wanted. 

Mr.  Peouty.  My  figures  show  that  you  have  lost  $97,000  durinw 
the  last  year? 

Mr.  VroLFE.  Yes. 

Mr.  Peoi TY.  Leaving  out  these  special  items? 

Mr.  Wolfe.  Yes.  sir. 

Mr.  PiiDUTY.  As  a  business  proposition. 

ilr.  Wolfe.  Yes;  and  not  considering  their  plant  at  all. 

Mr.  Peouty.  }vo;  but  you  figured  this  on  a  liquidating  basis,  so 
you  have  no  right  to  figure  that  again. 

Mr.  "\A''oLFE.  I  am  not  adding  anything  in  for  it. 

jMr.  Peovty.  Well,  you  have  already  anticipated  that  by  this 
liquidating  process.  You  have  taken  40  per  cent  of  the  premiums, 
and  that  is  supposed  to  include  this  good  will.  That  is  largely  what 
that  is  for  when  you  come  to  resell  a  company.  You  know  that  as 
well  as  I  do. 

jVIr.  Wolfe.  AYell,  they  might  sell  part  of  it. 

Mr.  Caeusi.  I  would  like  to  ask  the  witness  about  that 

Mr.  ^VoLFE.  AVell,  I  do  not  think  so,  Judge.  We  are  working  on 
a  pure  hypothesis  here,  and  it  is  just  coming  back  to  the  same  thing 
again,  that  these  people  have  spent  the  money  in  a  legitimate  attempt 
to  build  up  their  business,  and  therefore  we  can  not  say,  even  if  they 
liquidated  and  closed  up,  that  the  money  was  lost.  They  have  done 
their  best  with  it. 

ilr.  C.\Kisi.  I  would  like  to  read  you  an  answer  from  Mr.  Best,  as 
to  how  far  the  good  will  went  into  the  profit  on  the  reinsurance  re- 
serve, and  to  ask  you  if  you  agree  with  his  conclusions,  if  I  can  find 
it.    It  is  in  No.  7. 

Ml-.  Pr(iuty.  I  might  ask  one  question  more.  Now,  if  you  consider 
this  business  strictly  as  a  going  concern 

Mr.  Wolfe  (interposing).  Yes,  sir. 

Mr.  Peouty  (continuing).  And  were  trying  to  ascertain  its  book 
value,  in  addition  to  this  $97,000  loss  you  would  have  to  include  a  loss 
of  $66,000  which  you  take  as  a  credit  on  the  sale  of  the  unearned  pre- 
mium ? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Peouty.  From  a  depai'tmental  standpoint,  or,  to  use  a  big 
word,  which  I  am  not  accustomed  to 

Mr.  Caeusi.  The  policy  holders'  standpoint. 

Mr.  Peouty.  You  are  $163,000  short. 

Mr.  Wolfe.  Yes,  sir.  Then  you  certainly  will  admit  that  the 
money  was  expended  to  build  up  the  plant.  Therefore  it  has  the 
value  right  there.  I  am  going  to  get  back  to  that  basis  again.  You 
have  not  allowed  anything  for  that,  and  the  plant  is  certainly  worth 
something. 

Mr.  Peouty.  I  have  no  doubt  that  Mr.  Carusi  and  Mr.  Douglas  will 
press  those  points  with  due  vigor,  and  I  will  be  in  a  perfectly  recep- 
tive mood. 

Mr.  Wolfe.  My  whole  purpose  here,  Judge,  is  not  to  be  argumenta- 
tive, but  simply  to  try  to  get  both  sides  in  at  the  same  time. 
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Mr.  Peoutt.  But  you  must  remember,  Mr.  Wolfe,  that  what  we 
want  from  you  are  facts,  and  these  attorneys  will  present  the  other 
questions. 

Mr.  Wolfe.  I  have  been  asked  a  whole  lot  of  questions  which 
were  not  based  on  facts. 

Mr.  Prouty.  I  do  not  believe  you  can  accuse  me  of  asking  many 
of  them. 

Mr.  Wolfe.  I  do  not  believe  I  would  care  to  go  into  an  argument 
on  that  question. 

Mr.  Caeusi.  There  was  a  question  asked  Mr.  Best  on  cross-examina- 
tion bearing  on  the  question  of  what  value  the  good  will  had.  He 
was  speaking,  I  think,  of  the  Hanover  having  sold  out 

Mr.  Wolfe  (interposing).  Having  purchased 

Mr.  Caetjsi  (interposing).  The  Illinois  State  having  sold  out  to 
the  Hanover  for  about  55  per  cent,  and  the  Hanover  being  a  board 
company,  and  being  anxious  to  pay,  perhaps  a  big  rate,  in  order  to 
take  over  the  good  will  of  a  nonboard  company 

Mr.  Peoutx  (interposing).  You  will  remember  Mr.  Best  said  he 
did  not  think  it  was  a  good  business  transaction. 

Mr.  Caeusi.  Yes ;  but  the  point  I  had  in  mind  about  his  testimony 
is  the  statement  that  they  could  not  take  over  the  good  will  in  buy- 
ing a  company's  business,  they  could  not  take  over  the  agency  plant. 

Mr.  Douglas.  And  that  is  the  reason  he  criticized  it. 

Mr.  Caeusi.  Here  it  is  on  page  653. 

Mr;  Wolfe.  May  I  have  a  copy  of  it  to  look  at  ? 

Mr.  Caeusi.  Well,  I  will  read  it  for  the  record,  and  then  hand  it 
to  you. 

Mr.  Douglas.  You  may  take  this  copy  [handing  printed  copy  of 
record  to  Mr.  Wolfe] . 

Mr.  Caeusi.  At  page  653,  a  question  asked  by  Mr.  Carusi : 

One  of  the  advantages  of  the  purchase  of  that  company — 

Referring  to  the  insurance  company  of  the  State  of  Illinois — 

would  be  to  get  rid  of    a  company  not  in  the  board,  and  all  of  its  agency  plant, 
and  so  forth,  gradually  into  a  board  company's  control,  would  it  not? 

Mr.  Best  I  do  not  think  so.  It  is  very  difficult  for  a  board  company  to 
make  use  of  business  for  the  purpose  of  securing  a  renewal  of  the  business 
that  has  been  vifritten  through  nonboard  journals — 

I  suspect  he  meant  channels — • 

when  the  company  taking  the  business  is  a  board  company. 

Do  you  agree  with  that  statement? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  So  that  in  that  case,  for  instance,  if  that  statement  is 
correct,  it  was  not  the  good  will  that  was  being  bought  for  55  per 
cent  of  the  unearned  premium  business;  it  was  the  business  on  the 
books,  was  it  not? 

Mr.  Wolfe.  Yes,  sir. 

Mr.  Caeusi.  I  have  no  further  questions. 

Mr.  Peouty.  I  might  ask  one  question.  I  do  not  know  whether 
you  have  any  knowledge  about  it  or  not.  Were  you  the  actuary  in 
the  transaction  between  the  Hawkeye  Insurance  Co.,  of  Des  Moines, 
and  this  company? 

Mr.  Wolfe.  No,  sir. 
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Mr.  Pkouty.  You  do  not  know  what  that  was? 

Mr.  Wolfe.  No,  sir;  I  do  not. 

Mr.  PHOtTTY.  You  do  not  laiow  upon  what  basis  the  premiums 
were 

Mr.  Wolfe  (interposing) .  No,  sir ;  the  only  interest  I  had  in  it  was 
to  see  that  this  company  maintained  the  proper  reserve,  and  there  my 
sole  interest  ended.    I  could  not  tell  you  what  the  contract  was. 

Mr.  Prouty.  Do  you  Imow  of  any  other  companies  whose  business 
they  have  underwritten  or  taken  over? 

Mr.  Wolfe.  The  Commercial? 

Mr.  Peouty.  Yes,  sir. 

Mr.  Wolfe.  Well,  there  were  two  out  there — the  Hawkeye  and  the 
Des  Moines.  They  consolidated.  They  were  formerly  two  com- 
panies, and  they  consolidated. 

Mr.  Carusi.  Gentlemen,  if  there  are  no  further  questions  of  Mr. 
Wolfe,  I  would  like  to  suggest  to  the  committee — what  I  want  to  say 
is  this :  That  we  have  not  a  great  number  of  witnesses  on  this  insur- 
ance feature,  but  those  that  we  have  we  feel  are  very  important  to 
the  proper  presentation  of  the  companies'  side  of  this  investigation. 
We  have  two  more ;  one  long  one,  and  a  short  one  on  the  strictly  in- 
surance end  of  it,  and  we  would  like  to  have,  if  possible,  a  quorum  of 
the  committee  here. 

Mr.  Pkouty.  Mr.  Johnson  is  sick  in  bed. 

Mr.  Douglas.  Well,  gentlemen,  would  it  be  asking  too  much  to  give 
us  a  rest  over  until  Monday?  We  are  all  worn  out.  We  would  ap- 
preciate it  very  much. 

Mr.  Easby-Smith.  I  would  like  to  add  my  concurrence  in  that  re- 
quest. The  committee  will  remember  we  started  into  this  investiga- 
tion the  day  after  Christmas,  and  it  is  now  the  17th  of  January.  I 
expected  Mr.  Darneille  here,  but  he  has  been  quite  ill.  He  has  had 
an  affection  of  the  throat.  He  was  here  a  day  or  two  ago,  and  I  hoped 
to  put  him  on.  I  had  to  change  that,  however,  and  not  bring  him  here 
to-day.    Our  plan  was  that  we  would  put  him  on  about  11  o'clock. 

At  this  point  there  was  extended  informal  discussion  among  coun- 
sel and  members  of  the  committee  with  respect  to  the  taking  of  an 
adjournment. 

-   Mr.  Redfield.  I  see  no  objection  to  adjourning  until  Monday  morn- 
ing at  10  o'clock. 

Whereupon,  at  11.43  o'clock  a.  m.,  January  17,  1913,  the  subcom- 
mittee adjourned  until  Monday  morning,  January  20,  1913,  at  10 
o'clock. 
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Subcommittee  of  the  Committee  on  the 

District  of  Columbia, 
House  of  Representatives, 
Washington,  D.  C,  January  21, 1913. 

The  subcommittee  met  at  10  o'clock  a.  m.,  pursuant  to  the  adjourn- 
ment. 

Hon.  Ben  Johnson,  presiding. 

Present,  in  addition  to  the  members  of  the  committee:  Mr.  Fran- 
cis H.  Stephens,  assistant  corporation  counsel  of  the  District  of 
Columbia;  Mr.  J.  S.  Easby-Smith,  counsel  of  the  superintendent  of 
insurance  of  the  District  of  Columbia;  and  Messrs.  Charles  A. 
Douglas  and  Charles  F.  Carusi,  representing  the  Commercial  Fire 
Insurance  Co.,  the  First  National  Fire  Insurance  Co.  of  the  United 
States,  and  the  Washington  Loan  &  Title  Co. 

Mr.  Proutt.  a  request  was  made  by  the  committee  the  other  day 
that  the  companies  furnish  to  the  committee  an  itemized  statement 
of  the  rentals  received  from  the  Southern  Building  for  the  same 
months  for  which  the  companies  furnished  the  committee  a  statement 
as  to  the  expenses. 

Mr.  Douglas.  Yes,  sir.  Let  me  see  if  I  understand  you.  Judge. 
You  want  to  know  the  total  of  rents  received  for  each  one  of  those 
months  ? 

Mr.  Prouty.  Yes ;  and  I  should  like  to  have  included  in  that  state- 
ment a  separation  of  whatever  rents  the  insurance  companies  charged 
themselves  with. 

-    Mr.  Douglas.  In  other  words,  to  show  in  there  just  how  much  rent 
they  paid? 

Mr.  Proutt.  Yes;  how  much  of  this  amount  is  charged  to  them- 
selves. 

Mr.  Douglas.  Yes.     We  will  have  that  here  to-morrow  morning. 

Mr.  Eedfield.  It  was  understood,  I  think,  Mr.  Carusi,  that  when 
Mr.  Tuttle  comes  on  the  stand  he  will  give  or  you  will  give  at  that 
time  the  amount  spent  for  advertising  the  Southern  Building  for  the 
months  of  November,  December,  and  January. 

Mr.  Carusi.  I  will  do  so;  but  I  do  not  think  that  was  called  for 
before,  was  it? 

Mr.  Redfield.  It  was  mentioned;  perhaps  it  was  not  formally 
called  for,  but  it  was  mentioned,  with  that  understanding.  I  would, 
like  to  make  that  request  now. 

Mr.  Carusi.  The  months  of ■ 

Mr.  Redfield  (interposing).  November,  December,  and  January, 

both  upon  the  Southern  Building  and  for  each  insurance  company 

separately. 
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Mr.  Caeusi.  Separately. 

Mr.  Eedfield.  Then  I  will  ask  Mr.  Carusi  if  he  can  identify  that 
as  a  letter  dated  January  18,  1913,  sent  out  by  the  Commercial  Fire 
Insurance  Co.  [handing  paper  to  Mr.  Carusi] . 

Mr.  Cartjsi.  This  is  signed  by  Mr.  Tuttle.     I  will  ask  him. 

Mr.  Redfield.  Yes ;  if  you  please. 

Mr.  Carusi.  I  will  ask  Mr.  Tuttle  if  he  can  identify  it  [handing 
paper  to  Mr.  Tuttle].  ^ 

Mr.  Carusi.  Mr.  Tuttle  recalls  this  letter  and  says  that  the  only 
word  that  he  observes  from  memory  to  be  incorrect  is  the  word  "  ex- 
act," in  front  of  the  word  "  value,"  which  should  be  "  actual." 

Mr.  Redfield.  Then,  subject  to  that  correction,  this  will  go  into  the 
record. 

Mr.  Carusi.  Yes. 

Mr.  Redfield.  The  only  question  being  as  to  the  possible  substitu- 
tion of  the  word  "  exact  "  for  the  word  "  actual." 

Mr.  Carusi.  Yes. 

Mr.  Redfield.  In  the  third  paragraph,  on  the  first  page,  before  the 
word  "  value."    Then  this  letter  will  form  a  portion  of  the  record. 

The  letter,  dated  January  18,  1913,  so  referred  to  above,  appears  in 
full  below  and  is  in  the  words  and  figures  following,  to  wit: 

Commercial  Fire  Insurance  Co., 
Washington,  D.  C,  January  18,  1913. 
To  our  stockholders: 

We  think  tbe  stockholders  ought  to  understand  that  this  Investigation,  so  far 
as  tailing  testimony  is  concerned,  will  probably  be  over  in  a  week,  but  that  any 
findings  which  may  be  made  will  not  be  made  for  some  time  to  come.  The 
stockholders  will  be  very  promptly  advised  by  this  office  of  anything  that  will 
be  of  Interest  to  them. 

When  we  insisted  that  the  inquiry  Into  the  real  value  of  our  real  estate 
holdings  be  made  by  Congress  Instead  of  by  appraisers  appointed  from  among 
the  banking  and  other  institutions  owning  adjacent  property,  we  volunteered 
the  suggestion  that  until  this  Inquiry  was  completed  the  further  sale  of  stock 
would  be  suspended  so  that  the  exact  condition  of  the  company  could  be  offi- 
cially determined,  and  in  this  connection  the  directors  believed  the  stockholders 
would  cheerfully  agree  to  a  delay  of  a  few  weeks  In  the  declaration  of  the  1913 
dividend. 

Testimony  of  expert  builders  and  real  estate  men  would  Indicate  that  the 
exact  value  of  the  property  Is  In  excess  of  the  amount  at  which  it  is  carried  on 
the  books  of  the  company. 

Among  the  real  estate  experts  who  testified  as  to  the  value  of  the  land  were 
Eldrldge  E.  Jordan,  president  of  the  United  States  Trust  Co. ;  W.  B.  Hlbbs,  of 
W.  B.  Hlbbs  &  Co.,  bankers;  Alexander  T.  Hensey,  of  Swartzell,  Rheem  & 
Hensey  Co.,  real  estate;  Reginald  W.  Beall,  vice  president  of  Moore  &  Hill, 
real  estate ;  H.  E.  Gardiner,  of  Gardiner  &  Dent,  real  estate ;  and  Louis  P.  Shoe- 
iiuiker,  real  estate. 

Among  the  prominent  builders  who  testified  as  to  the  value  of  the  buildings 
were  Theodore  Starrett,  founder  of  Thompson,  Starrett  &  Co.,  one  of  the  fore- 
most building  concerns  in  the  United  States;  Mr.  Owen  Brainard,  president  of 
the  American  Society  of  Mechanical  Engineers  and  expert  In  building  construc- 
tion; and  Mr.  John  Parker. 

All  of  the  real  estate  men  testified  that  the  value  of  the  land  on  which  the 
Southern  Building  stands  was  from  $45  to  $50  a  square  foot.  There  are  more 
than  22,200  square  feet  In  the  property,  which,  at  the  lowest  estimate  of  $45  per 
foot,  would  make  It  worth  in  excess  of  $1,000,000.  All  the  builders  testified  that 
it  would  cost  to  reproduce  the  building  from  $1,000,000  to  $1,100,000. 

The  value  placed  on  the  property  by  the  appraisers  who  appraised  It  for  the 
insurance  department  of  the  District  of  Columbia  was  $2,000,000,  which  value 
is  clearly  sustained  by  the  testimony  of  expert  witnesses. 

In  the  early  part  of  December  this  company  engaged  the  services  of  Actuary 
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Minnesota,  Texas,  and  Colorado,  and  is  one  of  the  best  known  insurance  actu- 
aries in  the  United  States.  He  has  finished  his  examination  of  the  books  and 
accounts  of  this  company  and  has  made  his  sworn  statement,  a  copy  of  which  is 
inclosed  herewith.  This  statement  shows  your  company  to  be  in  an  excellent 
financial  condition.  In  addition  to  the  admitted  assets,  as  shown  therein,  the 
company  has  a  subscribed  capital  and  surplus  of  approximately  $200,000,  which 
is  being  paid  in  from  month  to  month  and  which  will  be  taken  credit  for  as  ad- 
mitted assets  when  fully  paid. 

In  the  meantime  the  premium  income  of  the  company  is  substantially  increas- 
ing. The  premium  income  for  the  month  of  December,  1912,  was  approximately 
$10,000  in  excess  of  any  other  month  in  the  company's  entire  history. 

Of  course,  you  understand  that  this  congressional  inquiry  was  inspired  by 
certain  barking  and  insurance  interests  in  Washington,  owning  property  upon 
which  the  taxes  might  be  increased  because  of  the  valuation  placed  upon  the 
Southern  Building  by  the  insurance  department  of  the  District  of  Columbia. 

We  are  receiving  letters  and  telegrams  of  congratulation  from  the  insurance 
press  all  over  the  country  with  regard  to  the  company's  strong  showing  de- 
veloped by  the  investigation  now  in  process, 
lours,  very  truly, 

COMMEBCIAL  FlEE  INSURANCE  CO. 

Egbert  R.  Tuttle,  President. 

Mr.  Eedfield.  Mr.  Carusi,  are  you  ready  to  proceed  ? 

Mr.  Cakusi.  Yes,  sir.  I  am  awaiting  the  pleasure  of  the  com- 
mittee. 

Mr.  Redfield.  The  committee  is  ready  to  proceed. 

Mr.  Caetjsi.  Mr.  Spencer  Johnson. 

Mr.  Johnson  (the  chairman).  Mr.  Redfield,  on  account  of  my 
physical  condition  to-day,  I  will  ask  you  to  please  administer  the 
oath  to  the  witness. 

STATEMENT  OF  MR.  SPENCER  J.  JOHNSON. 

The  witness  was  duly  sworn  by  Mr.  Redfield  of  the  subcommittee. 

Mr.  Rediteld.  Will  you  state  your  full  name,  address,  and  busi- 
ness to  the  stenographer? 

Mr.  Johnson.  Spencer  J.  Johnson;  business  address,  Southern 
Building,  Washington. 

Mr.  Cahusi.  Mr.  Johnson,  you  are  employed  by  Tuttle,  Wight- 
man  &  Dudley  (Inc.),  are  you  not? 

Mr.  Johnson.  I  am. 

Mr.  Carusi.  And  you  hold  a  position  with  that  company  of  su- 
pervisor of  the  underwriting  agency  department? 

Mr.  Johnson.  I  do ;  yes. 

Mr.  Carusi.  Will  you  state  to  the  committee,  in  reasonable  detail, 
the  extent  of  your  experience  as  a  practical  fire  insurance  man? 

Mr.  Johnson.  I  have  been  in  the  fire  insurance  business  15  years, 
starting  in  with  the  Continental  in  what  was  known  as  their  inspection 
department.  They  had  a  department  that  was  devoted  to  the  in- 
spection of  their  business,  which  afterwards  developed  into  the  in- 
spection of  every  risk  in  a  city  where  they  might  reasonably  expect 
to  get  a  line  through  their  local  agents.  I  was  with  the  Continental 
two  years,  and  then  Mr.  Lockett,  who  was  then  chief  inspector  of 
the  Continental,  formed  what  was  known  as  the  Insurance  Survey 
Bureau,  which  was  operated  by  what  is  known  as  the  Union  Com- 
panies in  Western  Union  territory;  that  is,  the  Middle  Western 
States — 19  States — and  I  was  made  chief  inspector  of  that  survey 
bureau.    I  left  the  bureau  and  went  to  California.    I  was  with  the 
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survey  bureau  two  and  one-half  years,  and  left  the  bureau  and  went 
to  California  with  the  Pacific  coast  board,  making  rates  in  what  was 
known  as  district  B,  the  northern  section  of  California.  I  was  with 
that  board  a  year  and  then  went  to  J.  B.  F.  Davis  &  Son,  of  San 
Francisco,  who  are  the  largest  brokers  west  of  Chicago — insurance 
brokers.  I  was  with  them  for  five  years.  I  then  went  back  to 
Chicago  as  special  agent  for  the  Western  Factory  Association,  which 
is  an  assocation  of  41  of  the  big  union  companies  writing  sprinkler 
business  only,  in  competition  with  the  mutuals.  I  was  with  the 
factory  association  for  a  year,  and  went  to  the  Providence- Washing- 
ton as  Illinois  State  agent.  I  left  the  Providence- Washington,  after 
having  been  with  them  a  year,  and  went  to  J.  S.  Frelinghuysen,  of 
New  York,  with  whom  I  worked  for  three  years  and  a  half.  It  is 
pretty  hard  to  say  what  my  position  was  there.  I  sat  next  to  Mr. 
Frelinghuysen  and  did  about  everything  there  was  to  be  done  in 
the  office  in  the  underwriting  line.  I  left  Frelinghuysen,  after 
three  and  a  half  years,  to  come  down  here  to  take  charge  of  the 
underwriting  for  Tuttle,  Wightman  &  Dudley. 

Mr.  Carusi.  When  did  your  employment  with  Tuttle,  Wightman, 
&  Dudley  begin  l 

Mr.  S.  J.  JoHxsoM.  The  latter  part  of  November. 

Mr.  Carcsi.  Before  this  investigation  started? 

Mr.  S.  J.  Johnson.  Yes;  the  latter  part  of  November.  I  entered 
into  an  arrangement  with  Mr.  Tuttle  about  the  middle  of  November. 

Mr.  Redfield.  Sav,  November,  1912. 

Mr.  Cartjsi.  Yes ;"  1912  ? 

Mr.  S.  J.  Johnson.  Yes;  November,  1912. 

Mr.  Carusi.  Will  you  state  to  the  committee  how  many  companies 
there  were  in  what  is  laiown  as  the  Frelinghuysen  agency  ? 

Mr.  S.  J.  Johnson.  Five. 

Mr.  Cartjsi.  What  were  they? 

Mr.  S.  J.  Johnson.  ]\Ir.  Frelinghuysen,  or  the  firm  of  J.  S.  Freling- 
huysen, as  it  is  known,  are  general  agents  for  the  Stuyvesant,  the 
Pacific,  the  Insurance  Underwriters  of  the  Insurance  Co.  of  the  State 
of  Pennsylvania;  it  is  Imown  to  the  insurance  fraternity  as  "The 
Insurance  Underwriters  " ;  the  American  and  the  Greenwich. 

Mr.  Carusi.  All  of  those  companies  are  operated  under  general 
agency  contracts? 

Mr.'  S.  J.  Johnson.  All  of  them  are  operated  under  general  agency 
contracts. 

Mr.  Carusi.  Is  not  the  Globe-Eutgers  included  in  that  general 
agency  ? 

Mr.  S.  J.  Johnson.  No;  the  Globe-Rutgers  has  some  general 
agency  contracts  out,  but  it  is  operated  separately  from  the  Freling- 
huysen companies. 

Mr.  Carusi.  These  companies  you  have  mentioned  are  all  what 
are  called  "nonboard  companies,"  are  they  not? 

Mr.  S.  J.  Johnson.  They  are  all  nonboard  companies. 

Mr.  Carusi.  Do  you  kn«w  whether  any  or  many  of  the  members 
of  the  general  agency  firm  are  otficers  and  directors  of  any  or  all  of 
these  companies  ? 

Mr.  S.  J.  Johnson.  They  are.  The  members  of  the  J.  S.  Freling- 
huysen firm  are  members  or  officers  or  directors  of  the  five  com- 
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Mr.  Carusi.  How  long  has  that  arrangement  existed,  do  you 
know? 

Mr.  S.  J.  Johnson.  Ever  since  they  bought  the  companies.  They 
took  the  Stuyvesant  about  10  years  ago;  the  Pacific  about  nine 
years  ago ;  the  State  of  Pennsylvania  at  the  same  time.  It  was  for- 
merly known  as  the  Spring  Garden;  the  American  they  got  about 
three  months  before  the  San  Francisco  fire,  and  the  Greenwich  they 
took  about  two  years  ago. 

Mr.  Caeusi.  On  the  whole,  what  has  been  the  result  to  the  compa- 
nies of  the  operations  of  the  general  agency? 

Mr.  S.  J..  Johnson.  You  refer  to  the  Frelinghuysen  companies? 

Mr.  Caeusi.  Yes. 

Mr.  S.  J.  Johnson.  They  have  been  successful.  They  have  built 
up  their  surpluses  and  their  assets,  and  paid  dividends  regularly. 

Mr.  Carusi.  You  say  the  Globe  and  the  Rutgers  have  outstanding 
general  agency  contracts  ? 

Mr.   S.  J.   Johnson.  In  different  sections  of   the  country;   yes. 

Mr.  Caeusi.  Will  you  look  up  the  Spectator  Pocket  Index,  and  just 
give  the  first  and  the  last  statement  of  the  assets  to  indicate  the 
growth  of  that  company  ? 

Mr.  S.  J.  Johnson.  The  Globe  &  Rutgers? 

Mr.  Caeusi.  Yes. 

Mr.  S.  J.  Johnson.  In  1902  the  Globe  &  Rutgers  had  a  surplus 
of  $203,000.    At  the  end  of  1911  they  had  a  surplus  of  $2,619,000. 

Mr.  Caeusi.  So  far  as  you  know,  was  that  derived  from  a  sale  of 
additional  stock,  or  did  it  represent  business  written  by  the  comr 
pany  ? 

Mr.  S.  J.  Johnson.  Absolutely,  no.  The  capital  was  the  same  then 
as  it  is  now— $400,000. 

Mr.  Caeusi.  Can  you  mention  some  standard  companies  which 
have  come  under  your  experience  or  observation  in  New  York  that 
are  operated  under  the  general  agency  plan  ? 

Mr.  S.  J.  Johnson.  Why,  the  New  York  underwriters  of  the 
Hartford. 

Mr.  Caeusi.  Just  one  moment.  Will  you  describe — ^because  I  am 
not  sure  that  I  know  just  what  the  New  York  underwriters  of  the 
Hartford  means— what  that  is? 

Mr.  S.  J.  Johnson.  Well,  the  New  York  underwriters  issues  a 
policy  guaranteed  by  the  Hartford  Insurance  Co.  Any  underwriters' 
policy  is  guaranteed  by  one  or  more  insurance  companies.  The  New 
York  underwriters'  policy  is  guaranteed  by  the  Hartford  Co.  only. 
That  is  operated  by  a  general  agency  from  New  York,  the  Stoddart 
general  agency.  ; 

Mr.  Carusi.  Do  I  understand  that  the  underwriter  issues  the  policy 
itself? 

Mr.  S.  J.  Johnson.  Yes;  it  is  a  separate  insurance  company,  as 
far  as  its  operation  is  concerned  and  its  funds  are  concerned. 

Mr.  Caeusi.  Well,  so  far  as  it  is  a  separate  insurance  company, 
backed  by  the  assets  of  the  Hartford,  are  the  general  agents  who  put 
the  business  upon  the  books  of  the  underwriter  company  also  officers 
of  the  underwriter  company  ? 

Mr.  S.  J.  Johnson.  Of  the  Hartford? 

Mr.  Caeusi.  Yes. 
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Mr.  S.  J.  Johnson.  AVell,  without  the  list  of  the  directors  of  the 
Hartford  I  could  not  tell  you. 

Mr.  Caetjsi.  No  ;  I  do  not  think  you  get  my  question.  Not  whether 
the  general  agents  who  operate  this  underwriting  company  are  di- 
rectors of  the  Hartford  itself,  but  whether  they  are  officers  of  the 
underwriter  company? 

Mr.  S.  J.  Johnson.  It  has  no  officers.  It  is  operated  on  a  general 
agency  contract,  given  to  them  by  the  Hartford  Fire  Insurance  Co. 

Mr.  Caetjsi.  Who  passes  upon  the  risks? 

Mr.  S.  J.  Johnson.  Mr.  Stoddart,  the  general  agent,  and  he  main- 
tains his  own  office  in  New  York  City,  and  his  daily  reports  all  stay 
there.     The  business  does  not  go  to  the  Hartford  at  all. 

Mr.  Caetjsi.  Now,  that  is  the  New  York  underwriters  ? 

Mr.  S.  J.  Johnson.  That  is  the  New  York  underwriters ;  yes. 
_  Mr.  Cabusi.  Is  that  business  ■\\Titten  by  the  New  York  underwriters 
limited  to  New  York  City  ? 

Mr.  S.  J.  Johnson.  Oh,  no ;  it  is  a  general  company,  all  over  the 
United  States. 

Mr.  Caeusi.  Now  tell  us  something  about  some  others  that  you 
know  anything  of. 

Mr.  S.  J.  Johnsox.  Well,  there  is  the  United  States  Underwriters, 
which  is  a  policy  guaranteed  by  the  North  River — let  me  see  if  I  can 
recall  the  names.  There  are  four  companies  guaranteeing  the  policies 
of  the  United  States  Underwriters,  and  Crum  &  Foster,  of  95  William 
Street,  are  the  general  agents.  The  combined  capital  of  the  four  com- 
panies is  $1,350,000.  That  is  used  as  an  agency  company,  and  it  is 
also  used  to  write  a  general  business  from  New  York,  and  it  is  oper- 
ftted  entirely  separately  from  the  companies  that  guarantee  its  policy. 

Mr.  Caeusi.  If  you  know,  is  the  same  condition  true  there  as  to  the 
agents  passing  upon  the  risks  that  they  take  and  underwrite  ? 

Mr.  S.  J.  JoiiMSON.  Yes;  and  Crum  and  Foster  are  officers  and 
directors  of  all  four  of  the  companies. 

Mr.  Caeusi.  Now  mention  some  others,  one  or  two  which  you  can 
recall. 

Mr.  S.  J.  Johnson.  The  Philadelphia  Underwriters;  J.  F.  Down- 
ing, of  Erie,  Pa.,  is  the  general  agent.  The  Philadelphia  Under- 
writers is  composed  of  the  Insurance  Co.  of  North  America  and 
the  Fire  Association,  with  a  capital  of  $4,750,000.  It  is  operated — the 
home  office  of  the  Philadelphia  Underwriters  is  in  Erie,  Pa.,  and  all 
of  its  records  stay  there.  There  are  no  reports  made  to  the  two  com- 
panies guaranteeing  the  policy.  There  are  many  other  general 
agencies.    I  do  not  loiow  that  I  can  recall 

Mr.  Caeusi  (interposing).  What  have  you  to  say  as  to  the  Colum- 
bia Underwriters? 

Mr.  S.  J.  Johnson.  The  Columbia  Underwriters  of  the  National 
of  Hartford.  The  National  of  Hartford  bought  the  Columbia  Un 
derwriters,  and  it  is  operated  as  a  separate  organization. 

Mr.  Caeusi.  Under  a  general  agency  contract? 

Mr.  S.  J.  Johnson.  Yes ;  under  a  general  agency  contract. 

Mr.  Caeusi.  What  do  you  know  as  to  the  agents  who  pass  upon 
the  risks  being  officers  ? 

Mr.  S.  J.  Johnson.  Well,  you  can  not  tell  from  this  whether  they 
are  officers  of  the  National  or  not,  without  a  list  of  the  officers  of  the 
National  of  Hartford. 
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Mr.  Carusi.  Do  you  know  anything  about  the  Niagara-Detroit 
Underwriters  ? 

Mr.  S.  J.  Johnson.  Yes;  the  Niagara-Detroit  Underwriters  is  a 
policy  guaranteed  by  the  Niagara  Fire,  of  Buffalo,  and  Detroit  Fire 
and  Marine.  That  is  operated  on  a  general  agency  contract,  and  has 
an  agency  plant  all  over  the  United  States  and  is  rapidly  growing. 

Mr.  Caeusi.  The  Insurance  Co.  of  North  America? 

Mr.  S.  J.  Johnson.  Well,  the  Insurance  Co.  of  North  America  was 
the  Philadelphia  Underwriters  that  I  mentioned  a  minute  ago. 

Mr.  Caeusi.  Oh,  yes.  Do  you  know  anything  of  the  Prussian 
National  or  the  Concordia? 

Mr.  S.  J.  Johnson.  The  Prussian  National  is  a  foreign  company, 
with  Letton,  of  Chicago,  as  United  States  manager.  He  is  on  a 
salary  and  contingent  arrangement  and  has  general  agency  contracts 
for  various  areas  of  territory,  like  the  entire  Pacific  coast  and  certain 
southern  districts. 

Mr.  Caeusi.  You  are  on  a  salary,  are  you  not,  Mr.  Johnson  ? 

Mr.  S.  J.  Johnson.  Yes.  The  Niagara-Detroit  Underwriters  has 
two  general  agents,  one  operating  from  Chicago  and  the  other  from 
San  Francisco,  dividing  the  United  States  territory  between  them. 

Mr.  Caeusi.  You  are  on  a  salary,  are  you  not  ? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Caeusi.  Do  you  mind  stating  what  it  is  ? 

Mr.  S.  J.  Johnson.  $5,000  a  year. 

Mr.  Caeusi.  For  the  first  year  ? 

Mr.  S.  J.  Johnson.  For  the  first  year ;  yes. 

Mr.  Caeusi.  And  increasing  each  year  afterwards  ? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Redfield.  By  what  amount? 

Mr.  Caeusi.  By  what  amount,  Mr.  Eedfield  asks  ? 

Mr.  S.  J.  Johnson.  The  second  year  is  $7,000,  and  the  third  year 
$8,500. 

Mr.  Caeusi.  About  what  do  your  traveling  expenses  amount  to  ? 

Mr.  S.  J.  Johnson.  They  should  amount  to  about  $3,500  a  year. 

Mr.  Caeusi.  Making  your  cost  to  Tuttle,  Wightman  &  Dudley 
(Inc.)  anywhere  from  eighty-five  hundred  to  over  ten  thousand 
dollars  a  year? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Caeusi.  Have  you  any  interest  in  the  contingent  ? 

Mr.  S.  J.  Johnson.  I  have ;  yes. 

Mr.  Caeusi.  Would  you  mind  explaining  to  the  committee  what  a 
contingent  is? 

Mr.  S.  J.  Johnson.  A  contingent,  in  the  insurance  business,  is  a 
profit  paid  to  the  agent,  provided  he  shows  a  profit  on  the  business 
he  has  underwritten.  It  is  based  on  his  premium,  income,  minus 
his  losses,  minus  the  reserve,  and  minus  the  expenses.  At  the  end  of 
a  first  year  there  is  very  seldom  a  contingent,  and  at  the  end  of  the 
second  year  one  is  apt  to  get  a  contingent  commission  if  the  opera- 
tions are  successful,  -although  very  often  it  goes  to  a  third  year  before 
any  result  is  obtained  from  a  contingent. 

Mr.  CaUusi.  Well,  the  net  result  of  a  contingent,  as  I  understand  it, 
is  that  you  participate  in  the  net  profits  of  the  company  on  the  busi- 
ness which  you  have  helped  to  put  on  the  books  of  the  company? 

Mr.  S.  J.  Johnson.  In  the  underwriting  profits  only. 


1450  INVESTIGATION   OF   INSXJEANOE   COMPANIES. 

Mr.  Carust.  The  underwriting  profits  only? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Caetjsi.  If  there  are  no  underwriting  profits,  then  you  receive 
nothing  in  addition  to  your  salary  ? 

Mr.  S.  J.  Johnson.  Absolutely  not. 

Mr.  Pkoutt.  In  referring  to  ''  profits,"  do  you  refer  to  profits  of 
the  company  or  to  the  profits  of  Tuttle,  Wightman  &  Dudley? 

Mr.  S.  J.  Johnson.  Well,  their  contingent — Tuttle,  Wightman  & 
Dudley's  contingent — is  based  on  their  underwriting  profit.  They 
take  in  a  certain  amovint  of  premium  income.  From  that  premium 
income  is  deducted  their  commission,  their  losses,  and  other  expenses 
that  a  general  agency  is  put  to,  such  as  the  purchase  of — well,  their 
supplies,  and  so  forth,  go  into  their  expenses.  Then  they  put  up  a 
reserve  on  the  premium  income  written,  which  is  as  required  under 
departmental  methods,  and  this  total  is  charged  against  the  premium 
income.  If  they  have  had  a  low  loss  ratio  they  will  get  possibly  a 
very  small  contingent  at  the  end  of  a  first  year,  although  the  fact 
that  they  have  to  put  up  a  reserve  makes  it  improbable  that  there  will 
be  a  profit,  but  at  the  end  of  the  second  year  the  reserve  that  has  been 
credited  to  thentfor  their  first  year  comes  back  or  is  allowed,  and  at 
the  end  of  the  second  year  they  are  apt  to  show  a  contingent  profit,  if 
their  operations  have  been  successful.  It  is  a  regular  contract,  drawn 
up  bj'  practical!}'  all  the  companies  betAveen  their  home  offices  and 
their  general  agents,  and  in  many  cases  local  agents  are  on  contingent. 
The  big  companies — the  Continental  particularly — operate  on  a  con- 
tingent contract. 

Mr.  Prouty.  Let  me  see  if  I  understand  your  axiswer.  Your  con- 
tingent fee  or  income  is  dependent,  then,  upon  whether  or  not  Tuttle, 
Wightman  &  Dudley  make  money? 

Mr.  S.  J.  Johnson.  Make  money  for  the  insurance  companies. 
Not  whether  they  make  money  as  general  agents,  but  whether  they 
make  monej'  for  the  insurance  companies.  They  can  not  collect  a 
contingent — 1  am  only  interested  in  their  contingent. 

Mr.  Prouty.  That  is  what  I  am  getting  at. 

Mr.  S.  J.  Johnson.  Yes,  sir ;  I  am  only  interested  in  their  contin- 
gent. If  thev  make  money  for  the  insurance  companies,  I  get  a  part 
of  it.  ' 

Mr.  Pkouty.  I  suppose  that  contract  will  be  offered  in  evidence? 

Mr.  Carusi.  Yes ;  it  will  be  offered  in  evidence. 

Mr.  Eedi-ield.  That  is  to  say,  Mr.  Johnson,  if  the  Commercial  Co. 
makes  an  underwriting  profit  of  the  business  that  Tuttle,  Wightman 
&  Dudley  give  to  it,  then  you  get  a  commission  out  of  that  under- 
writing profit? 

Mr.  S.  J.  Johnson.  No  ;  I  get  a  portion  of  the  underwriting  profit, 
of  the  contingent  that  Tuttle,  Wightman  &  Dudley  has  collected  from 
the  company. 

The  Chairman.  What  per  cent  of  that? 

Mr.  S.  J.  Johnson.  I  get  15  per  cent  of  their  contingent. 

The  .Chairman.  And  unless  that  business  produces  a  profit  to  the 
companies,  neither  you  nor  Tuttle,  Wightman  &  Dudley  get  any- 
thing? 

Mr.  S.  J.  Johnson.  No,  sir. 

Mr.  Carusi.  I  will  offer  the  contract  in  evidence  now.  I  will  offer 
this  underwritins  contract  betw ^.t,-  r^n^n^r,r.nin^  "Fire.  Insurance 
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Co.  and  Tuttle,  Wightman  &  Dudley  in  evidence  and  it  may  be 
copied  into  the  record  hereafter. 

Mr.  Kedfield.  May  I  ask  if  the  contract  between  Tuttle,  Wight- 
man  &  Dudley  and  the  First  United  States  Fire 

Mr.  Caeusi  (interposing).  The  First  National 

Mr.  Eedeield  (interposing).  Yes;  the  First  National  of  the  United 
States,  is  of  the  same  tenor  ? 

Mr.  Caeusi,  Of  the  same  general  tenor,  with  one  or  two  slight 
differences  on  the  whole.  Perhaps  a  little  more  favorable  to  the 
First  National  Co. 

The  underwriting  contract  between  the  Commercial  Fire  Insurance 
Co.  and  Tuttle,  Wightman  &  Dudley  (Inc.),  offered  in  evidence 
above,  appears  in  full  below  in  the  words  and  figures  following, 
to  wit: 

"  Now,  therefore  be  It  resolved,  that  we,  the  executive  committee  of  this  cor- 
poration, approve  and  recommend  the  execution  of  the  annexed  form  of  con- 
tract between  the  said  Commercial  Fire  Insurance  Co.  and  the  said  Robert  R. 
Tuttle,  Richard  Wightman,  and  Frederick  S.  Dudley,  doing  business  under  the 
firm  name  and  style  of  Tuttle,  Wightman  &  Dudley." 

I,  William  N.  Tltcomb,  assistant  secretary  of  the  protective  corporation,  do 
hereby  certify  that  the  foregoing  resolution  is  a  true  copy  of  the  resolution 
passed  by  the  executive  committee  of  the  said  protective  corporation  at  a  meet- 
ing held  at  the  company's  offices,  Grldley  Building,  Syracuse,  N.  T.,  on  the  25th 
day  of  February,  1911,  and  in  witness  hereof  I  have  hereunto  subscribed  my 
name  as  such  assistant  secretary  and  affixed  the  corporate  seal  hereto. 

[SEAL.]  Wm.  N.  TiTCOMB, 

Assistant  Secretary. 

This  agreement,  made  on  the  6th  day  of  March,  1911,  by  and  between  the  Com- 
mercial Fire  Insurance  Co.,  of  the  District  of  Columbia,  first  partx,  and  Robert 
R.  Tuttle,  of  the  city  of  Syracuse,  State  of  New  York ;  Richard  Wightman, 
of  Saybrook,  Conn.,  and  Frederick  S.  Dudley,  of  the  city  of  New  York,  copart- 
ners, doing  business  under  the  firm  name  and  title  of  Tuttle,  Wightman  &  Dud- 
ley, with  principal  place  of  business  In  the  cities  of  Syracuse,  N.  Y.,  and  Wash- 
ington, D.  C,  second  parties,  wltnesseth : 

Whereas  first  party  is  desirous  of  obtaining  managing  underwriters  for  all 
the  Slates  of  the  United  States  and  for  all  the  Provinces  of  the  Dominion  of 
Canada,  and  second  parties  are  desirous  of  becoming  said  managing  under- 
writers. 

Now,  therefore,  in  consideration  of  the  sum  of  $1  and  other  good  and  valuable 
considerations  by  each  to  the  other  parties  hereto  paid,  which  payments  are 
hereby  a.cknowledged,  said  parties  agree  as  follows : 

First  party  agrees: 

That  on  and  after  the  6th  day  of  March,  1911,  it  will  employ,  constitute,  and 
appoint  second  parties  as  the  sole  managing  underwriters  of  first  party,  and  will 
apply  for  admission  to  enter  in  such  territory  or  Provinces  of  the  Dominion 
of  Canada,  which  It  can  legally  enter  for  the  purpose  of  writing  business  therein, 
and  where  the  managing  underwriters  give  assurance  in  writing  that  they  are 
prepared  to  produce  premiums  aggregating  at  least  $5,000  per  annum  in  each 
of  said  States  or  Provinces,  except  that  where  Provinces  require  deposits  before 
foreign  Insurance  companies  are  permitted  to  do  business  therein,  then  the 
entering  of  said  Provinces  for  the  purpose  of  doing  a  firm  underwriting  business 
shall  be  a  matter  of  mutual  agreement  between  the  parties  hereto. 

That  said  second  parties  shall  be  known  as  managing  underwriters  of  said 
first  party  and  shall  have  the  right  to  Issue  or  cause  to  be  issued  all  policies 
of  fire  insurance  it  is  authorized  to  issue  with  power  to  fix  the  lines  and  amounts 
of  Insurance  to  be  accepted,  but  in  no  event  to  subject  the  first  party  to  a 
larger  loss  by  one  probable  fire  than  the  legal  limit ;  to  reinsure  risks  for  first 
party  In  whole  or  in  part  as  may  seem  to  second  parties  desirable  and  for  the 
best  Interests  of  first  party,  and  If  said  reinsurance  is  not  approved  by  first 
party,  the  managing  underwriters  shall  cancel  said  reinsurance  at  the  request 
of  first  party ;  It  shall  be  the  duty  of  said  second  parties  to  give  notice  of  can- 
cellation or  such  other  notice  as  may  be  proper  or  necessary  for  the  fire  under- 
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writing  aud  fire  agency  business  of  first  party;  to  appoint  or  remove  all  sub- 
ordinate, local,  or  general  agents  of  tlie  fire  insurance  business  of  first  party; 
to  fix  tbeir  rate  of  compensation;  that  said  second  parties  shall  pass  upon  or 
accept  or  reject  all  risks  offered  to  the  company;  superintend  the  payment  of 
losses;  answer  and  defend  in  the  name  of  first  party,  all  processes  and  issues 
in  courts  of  law  or  equity  caused  or  growing  out  of  said  fire  underwriting 
business,  and  to  employ  necessary  counsel  in  connection  therewitli. 

That  it  will  pay  said  second  parties  for  their  services  as  managing  under- 
writers 35  per  c6nt  of  the  gross  premiums  written.  The  term  "  gross  premium  " 
to  include  the  premium  in  full  less  return  premiums  and  cancellations.  This  to 
apply  on  all  the  business  written  by  the  company,  excepting  policies  on  property 
of  the  stockholders  of  first  party  and  of  the  Protective  Cnrpoviition  written  direct. 
Upon  the  net  premium  so  received,  second  parties  shall  receive  10  per  cent 
commission.  It  is,  however,  understood  and  agreed  by  and  between  the  parties 
hereto  that  any  business  written  or  premiums  received  under  or  by  virtue  of 
a  certain  outstanding  contract  for  reinsurance,  executed  between  one  Kelly 
and  the  said  party  of  the  first  part,  shall  not  be  subject  to  any  commissions  to 
the  parties  of  the  second  part. 

It  is  further  understood  and  agreed  that  any  business  written  through  and 
by  the  home  office  of  the  company  on  property  in  the  District  of  Columbia  to 
the  extent  of  $15,000  of  net  premiums  per  annum  shall  not  be  subject  to  the 
commission  of  35  per  cent  herein  prescribed  to  be  paid  the  second  party  under 

this  9.Cr66I136Ilt 

The  said  second  party  shall  pay  all  expenses  of  conducting  the  business,  suelj 
as  commissions  to  agents,  subagents,  general  agents,  brokers,  and  special  agents' 
salaries  and  expenses,  expense-!  of  adjusting  losses,  lociil  board  expense,  clerk 
hire,  advertising,  and  shall  provide  all  policies,  agents'  supplies,  stationery, 
and  shall  pay  telephone,  telegraph,  postage,  expressage,  and  all  other  expenses 
where  incurred  by  or  for  the  underwriting  department  of  the  business. 

First  party  shall  pay  its  officers'  salaries,  taxes,  legal  and  insurance  depart- 
ment fees,  aiid  such  maps  as  it  may  buy  shall  be  its  property.  It  will  also  pay 
said  second  party,  in  addition  to  the  aforesaid  compensation,  a  10  per  cent 
commission,  known  as  "  contingent  commission,"  on  the  net  profits  of  the  busi- 
ness written,  said  ne    profits  to  be  computed  and  determined  as  follows: 

From  the  .gross  premiums  received  aud  accounted  for  each  12  months  there 
shall  be  deducted  40  per  cent  of  such  net  gross  premiums  as  an  agreed  expense 
and  all  losses  incurred;  provided,  however,  that  for  the  purpose  of  arriving  at 
a  preliminary  settlement  at  the  end  of  each  12  months  the  unadjusted  losses 
may  be  estimated  by  the  parties  hereto,  and  if  subsequently  settled  for  a 
greater  or  less  amount  than  estimated,  the  same  shall  be  corrected  by  a  sup- 
plementary settlement  of  the  succeeding  year.  All  losses  for  any  reason  omitted 
in  any  year  shall  be  accounted  for  in  the  statement  of  succeeding  year. 

That  said  settlement  will  be  made  each  year,  or  on  or  about  April  1,  and  will 
be  computed  on  a  basis  of  the  business  of  the  12  months  ending  the  last  day 
of  February  just  preceding  each  settlement,  the  first  yearly  settlement  to  be 
made  on  or  about  the  1st  of  April,  1912. 

That  in  the  event  of  a  rate  war  in  any  place  in  which  the  company,  shall  be 
operating,  the  result  of  which  shall  be  a  cancellation  of  25  per  cent  or  over  of 
the  business  of  said  company,  ihe  said  first  party  shall  not  charge  second 
parties  with  return  commissions  on  such  canceled  business. 

Second  parties  agree  that  they  will  act  i;s  managing  underwriters  of  first 
party  under  the  terms  and  conditions  herein  provided ;  that  they  will  accept 
for  first  party  only  such  risks  as  are,  in  the  best  of  their  judgment  and  belief, 
leasonable,  proper,  and  businesslike  for  a  fire  insurance  company;  and  that  in 
the  event  of  fire  losses  paid  by  the  first  party  exceeding  in  any  calendar  year 
60  per  cent  of  the  net  premiums  written  in  any  one  State  of  the  United  States 
or  any  one  Province  of  Canada,  then  the  first  party  may  inspect  and  pass  upon 
the  risks  in  said  State  or  Province  where  the  losses  have  reached  60  per  cent  in 
any  one  year,  and  may  order  canceled  any  aud  all  policies  which  in  their 
judgment  it  is  wise  and  proper  and  for  the  best  interests  of  first  party  to 
cancel,  and  said  underwriters  agree  to  forthwith  give  instructions  for  the  can- 
cellation of  all  of  said  policies. 

Second  parties  .isree  that  they  will  not  accept  the  agency  of  any  fire  insurance 
company  at  a  higher  rate  of  compensation  than  herein  provided  for. 

Second  parties  further  agree  that  they  will  not  accept  such  a  volume  of  busi- 
ness for  said  company  or  such  class  or  kind  as  shall,  by  reason  of  the  rein- 
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surance  reserve  requirements  reduce  the  surplus  of  this  company  to  such  a 
degree  as  to  make  the  capital  of  said  company  liable  to  become  impaired;  that 
they  will  exercise  due  care  and  reasonable  precaution  in  that  regard;  that  in 
case  said  surplils  shall,  in  the  judgment  of  the  board  of  directors  of  first  party, 
become  so  reduced,  then  and  in  that  case  the  parties  of  the  second  part  agree 
to  immediately  reduce  such  liabilities  by  reinsurance,  cancellation,  or  other- 
wise, or  by  limiting  the  amount  of  new  business  to  be  written,  all  in  accord- 
ance with  the  wish  and  directions  of  the  party  of  the  first  part. 

That  they  will  each  month  truly  and  fully  report  to  the  first  party  all  busi- 
ness transacted  by  them  on  or  about  30  days  from  the  close  of  the  month 
reported.  Said  reports  shall  recite  the  amount  of  business  transacted  during  the 
preceding  month,  and  said  managing  underwriters  shall  pay  to  said  company  the 
net  premiums  as  shown  therein  90  days  from  the  close  of  the  month  so  reported. 
That  is.  to  say,  that  the  premiums  from  the  business  written  during,  for  example, 
the  month  of  January,  shall  be  paid  to  the  company  by  the  end  of  April,  and 
so  on  throughout  the  year ;  but  the  said  managing  underwriters  shall  be  entitled 
to  deduct  from  said  remittances  their  compensation  set  forth  herein. 

The  said  second  parties  agree  within  30  days  from  the  date  of  the  signing 
of  the  execution  of  this  contract  to  furnish  to  said  first  party  a  bond  in  the 
sum  of  $5,000,  usual  in  form,  to  be  approved  by  it,  conditioned  for  the  faithful 
performance  of  the  duties  of  the  parties  of  the  second  part  as  such  managing 
underwriters,  and  the  expenses  of  such  bond  shall  be  borne  equally  by  the 
party  of  the  first  part  and  the  parties  of  the  second  part;  the  said  first  party 
may.  however,  apply  for  and  take  out,  at  their  own  expense,  such  additional 
bond  or  bonds  as  it  from  time  to  time  may  deem  proper  and  expedient;  if, 
however,  said  parties  of  the  second  part  shall  fail  or  neglect  to  pay  over  and 
account  to  the  parties  of  the  first  part  for  the  moneys  due  it  in  accordance 
with  the  terms  of  this  contract,  for  a  period  of  15  days  or  more  after  the  same 
shall  become  due  and  payable,  then  it  shall  be  within  the  power  of  the  said 
party  of  the  first  part  to  appoint  or  employ  a  financial  secretary  or  agent  to 
inspect  and  check  the  books,  accounts,  records,  policies,  property,  and  other 
matters  pertaining  to  the  business  of  the  parties  of  the  second  part  and  account 
therefor  to  said  first  party,  and  to  that  end  jointly  with  the  parties  of  the 
second  part  to  take  charge  of  such  property  until  the  said  balance  or  balances 
shall  have  been  fully  paid  to  the  said  party  of  the  first  part. 

All  parties  hereto  agree: 

That  the  books  of  each  party  in  relation  to  all  matters  covered  by  this  con- 
tract and  any  other  books  whatsoever  pertaining  to  the  subject  of  this  con- 
tract shall  be  subject  to  inspection  by  either  party  at  all  reasonable  times. 

That  there  shall  be  a  complete  and  accurate  audit  of  accounts  of  said  second 
parties  with  said  company  made  annually  during  the  month  of  April  by  a  com- 
petent accountant  to  be  designated  by  party  of  the  first  part,  the  expense  of 
which  audit  shall  be  borne  equally  by  the  company  and  the  managing  under- 
writers. 

That  this  contract  as  to  second  parties  is  personal  in  its  nature  and  can 
not  wholly  or  in  part,  be  assigned  by  them  or  any  of  them  without  the  written 
consent  of  first  party.  It  is.  however,  agreed  that  in  case  of  the  death,  dis- 
ability, refusal,  or  failure  to  act  of  any  one  of  second  parties,  then  the  other 
two  may  continue  to  act  as  second  parties  under  this  agreement  the  same  in  all 
respects  as  if  three  had  continued  to  act,  upon  and  after  entering  into  a  con- 
tract with  first  party  to  hold  first  party  harmless  from  any  costs  or  damages 
by  reason  of  any  claims  or  actions  or  both  growing  out  of  this  agreement  on 
the  part  of  the  party  not  acting,  his  heirs,  representatives,  or  assigns,  excepting 
that  should  the  said  Tuttle  be  the  one  not  so  acting,  then  said  Wightraan  and 
said  Dudley  agree  and  are  hereby  given  power  to  employ,  by  and  with  the  ad- 
vice and  consent  of  the  first  party,  a  competent  fire  underwriter  to  perform 
said  Tuttle's  duties. 

That  this  contract  shall  not  be  declared  canceled  by  either  party  for  viola- 
tion of  its  conditions  except  upon  90  days'  notice  by  registered  mail  to  the 
party  upon  whom  notice  is  served. 

That  the  term  of  this  contract  shall  be  15  years. 

This  agreement  to  bind  first  party,  its  assigns  and  successors,  and  second 
parties,  their  heirs,  executors,  and  administrators,  and,  as  herein  provided,  their 
survivors  and  assigns. 

In  witness  whereof  first  party  has  caused  its  corporate  seal  to  be  hereto 
afiixed  and  these  presents  to  be  signed  by  its  president  and  attested  by  its 
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secretary,  and  second  parties  have  hereunto  set  their  hands  and  seals,  all  on  the 
day  and  year  first  above  vpritten. 

Commercial  Fire  Insueance  Co. 

OF  the  District  of  Columbu 
IcoEPOEATE  seal.]  By  W.  S.  HoGE,  Presiaent. 

Robert  R.  Tuttle.  [seal.] 

Richard  Wightman.  [seal.] 

Frederick  S.  Dtjdley.  [seal.] 

Attest  : 

Paul   F.   Grove,   Secretary: 

October  9,  1911. 

Pursuant  to  a  resolution  adopted  at  the  regular  monthly  meeting  of  the  board 
of  trustees  of  the  Commercial  Fire  Insurance  Co.  of  the  District  of  Cohimbia, 
held  on  August  22,  1911,  said  resolution  appearing  on  the  minutes  of  said  meet- 
ing, the  foregoing  contract  is  hereby  amended  by  striking  out  the  words  "ex- 
penses of  adjusting  losses,"  In  paragraph  3  on  page  3  of  said  contract. 

W.  S.  HoGE,  Prcsiilcnt. 
Attest : 

Paul  F.  Grove,  Secretary. 

District  of  Columbia,  ss: 

On  this  9th  day  of  Jlarch.  1911,  before  me  personally  appeared  W.  S.  Hoge 
and  Paul  F.  Grove,  to  me  knovt'n,  being  duly  sv^'orn,  depose  and  say  that  they 
reside  in  the  District  of  Coaimbia  aforesaid:  that  they  are  the  president  and 
the  secretary,  respectively,  of  the  Commercial  Fire  Insurance  Co.  of  the  Dis- 
trict of  Columbia,  the  corporation  described  in  and  which  executed  the  fore- 
going instrument;  that  they  know  the  seal  of  said  corporation;  that  the  seal 
affixed  to  such  instrument  is  such  corporate  seal ;  that  it  was  so  affixed  by 
order  of  the  board  of  trustees  of  said  corporation;  and  that  they  signed  their 
names  thereto  by  like  order. 

[seal.]  F.  H.  Ridgway, 

Notary  Puhlir,  District  of  Columbia. 
District  of  Columbia,  ss: 

On  this  9th  day  of  March,  1911,  before  me  personally  appeared  Robert  R. 
Tuttle,  to  me  known  and  known  to  me  to  be  the  individual  described  in  and 
who  executed  the  foregoing  instrument,  and  he  duly  acknowledged  to  me  that 
he  executed  the  same. 

[seal.]  F.  H.  Ridgway, 

Notary  Pvhlic,  District  of  Golumlia, 
District  of  Columbia,  ss: 

On  this  9tli  day  of  March,  1911,  before  me  personally  appeared  Richard 
Wightman,  to  me  known  and  known  to  me  to  be  the  individual  described  in  and 
who  executed  the  foregoing  instrument,  and  he  duly  acknowledged  to  me  that 
he  executed  the  same. 

[seal.]  F.  H.  Ridgway, 

Notary  Puilio,  District  of  Columbia. 
District  of  Columbia,  ss: 

On  this  9th  day  of  March,  1911,  before  me  personally  appeared  Frederick  S. 
Dudley,  to  me  known  and  known  to  me  to  be  the  individual  described  in  and 
who  executed  the  foregoing  instrument,  and  he  duly  acknowledged  to  me  that 
he  executed  the  same. 

[seal.]  F.  H.  Ridgway, 

Notary  PuWic,  District  of  Columbia. 
District  of  Columbia,  ss: 

I,  Gertrude  Ellis,  a  notary  public  in  and  for  the  paid  District  of  Columbia, 
do  hereby  certify  that  the  foregoing  and  annexed  agreement  is  a  true  copy  of  the 
original.  In  testimony  whereof  I  hereunto  affix  my  notarial  seal  on  this  16th 
day  of  January,  1913. 

[seal.]  Gertrude  Ellis, 

'  Notary  Public,  District  of  Columbia. 

Mr.  Peoutt.  Mr.  Johnson,  so  that  we  may  kind  of  understand 
this,  as  we  go  along- 


Mr.  S.  J.  Johnson  ( in  ti'-rposi  ''^»^-  ^VToa  ^i_r^_ 
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Mr.  Prouty  (continuing).  As  I  forget  these  things  as  we  pass  on 
through  a  long  examination,  I  want  to  get  a  little  better  understand- 
ing of  the  relations  that  the  underwriting  companies  sustain  to  the 
companies  that  guarantee  their  policies. 
Mr.  S.  J.  Johnson.  Yes. 

Mr.  Peouty.  Just  to  use  an  illustration,  take  the  United  States 
Underwriters.     You  spoke  of  that? 
Mr.  S.  J.  Johnson.  Yes. 

Mr.  Pkouty.  Now,  is  that  a  company,  itself? 

Mr.  S.  J.  Johnson.  No  ;  it  is  not  a  corporation  in  itself  or  a  com- 
pany. The  United  States  Underwriters — if  I  had  a  policy  here,  I 
think  you  would  understand  it.  It  says,  the  policy  of  the  United 
States  Underwriters,  guaranteed  by  the  four  companies — I  remem- 
bar  the  North  River,  but  I  do  not  remember  the  other  three ;  possibly 
the  Dutchess — well,  whatever  companies  Crum  and  Foster  operate 
are  the  four  companies  that  guarantee  the  policy  of  the  United  States 
Underwriters. 

■  Mr.  Peoitty.  Now,  the  real  thought  that  is  in  my  mind  is,  does 
the  United  States  Underwriters  Co.  have  a  personal  liability  itself 
in  this  policy  ? 

Mr.  S.  J.  Johnson.  No ;  the  liability  is  assumed  by  the  companies 
in  proportion  to  the  amount  of  their  capital,  generally.  Now,  the 
Fidelity  Underwriters  issues  a  policy  guaranteed  by  the  Continental 
Insurance  Co.,  and  the  Fidelity-Phoenix — the  Fidelity  and  the 
Phoenix  of  Brooklyn  were  consolidated  three  years  ago. 

Mr.  Peouty.  The  thought  I  am  trying  to  get  in  my  mind  clearly  is 
whether  or  not  these  companies  that  issue  the  policy  have  themselves 
any  liability  on  the  policy  ? 

Mr.  S.  J.' Johnson.  No;  the  liability  is  assumed,  and  the  premium 
is  distributed  to  the  companies  that  guarantee  the  policy. 

Mr.  Peouty.  Just  suppose  all  those  companies  should  fail — I  mean, 
the  guaranteeing  companies — ^would  there  be  any  liability  on  the 
jjart  of  the  underwriting  company? 

Mr.  S.  J.  Johnson.  No ;  absolutely  not.  These  underwriter  policies 
are  issued  for  a  reason.  It  is  generally  to  get  a  larger  agency  plant. 
It  is  considered  a  separate  organization  and  they  can  plant  a  larger 
agency.  They  will  have  this  underwriter  policy;  they  will  plant 
agents  for  the  underwriters,  and  in  that  way  they  can  get  a  bigger 
income  out  of  a  State,  or  they  may  want  to  operate  partly  on  a  cut- 
rate  basis  slnd  they  will  operate  an  underwriter  policy  for  that  pur- 
pose. 

Mr.  Caeusi.  Do  I  understand  from  that  last  statement  of  yours  that 
the  underwriters  will  cut  rates  on  an  underwriter  policy,  which  is 
guaranteed  by  board  companies,  which  can  not,  themselves,  cut  rates  ? 

Mr.  S.  J.  Johnson.  It  has  been  done. 

Mr.  Caeusi.  Now,  the  effect  of  this  contingent,  whether  to  you  or 
to  Tuttle,  Wightman  &  Dudley  (Inc.),  is  to  put  a  premium  upon 
their  putting  good  business  on  the  books  of  the  companies  ? 

Mr.  S.  J.  Johnson.  It  puts  a  premium  on  carefulness  of  selection; 

yes. 

Mr.  Caeusi.  W,hat  do  you  understand  by  "reinsurance  in  bulk"? 
Mr.  S-  J.  Johnson.  Why,  it  is  the;  selling  of  liability  of  one  com- 
pany to  another,  to  cover  a  State  or  half  a  State  or  an  entire  terri- 
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tory,  possibly  the  United  States.    A  company  wants  to  go  out  of 
business 

Mr.  Carusi  (interposing).  What  they  really  sell,  in  a  certain  sense, 
is  the  business  on  their  books,  against  which  an  unearned  premium 
reserve  liability  is  carried  ? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Carusi.  Can  you  state,  from  your  memory,  some  of  the  recent 
sales  of  reinsurance  in  bulk  and  the  prices  paid  ? 

Mr.  S.  J.  Johnson.  The  Sovereign- — well,  that  deal  has  not  gone 
through  yet. 

Mr.  Carusi.  The  Sovereign  of  Canada  ? 

Mr.  S.  J.  Johnson.  Yes.  The  Jefferson  was  reinsured  by  the 
Firemen's  Fund  of  California.  Forty-two  per  cent  commission  was 
paid.  The  German,  of  Indianapolis,  was  reinsured  by  the  National 
of  Hartford  at  a  commission  of  51^  per  cent. 

Mr.  Prouty.  How  is  that? 

Mr.  S.  J.  Johnson.  Fifty-one  and  one-half  per  cent.  The  State 
of  Illinois  was  reinsured  by  the  Hanover  at  55  per  cent.  There 
were  two  other  companies ;  one  company  offered  52|  and  another  50. 
I  know  it  was  generally  on  the  market  at  50  per  cent.  Fifty-five 
was  paid. 

Mr.  Carusi.  Did  you  ever  hear  it  could  have  been  bought  for  25? 

Mr.  S.  J.  Johnson.  No;  it  could  not  have  been  bought  for  25. 
Anybody  that  would  not  take  it  at  25  would  have  been  very  foolish. 

Mr.  Carusi.  What  is  it  that  is  bought  when  reinsurance  is  bought? 
Is  it  good  will,  in  the  form  of  possible  ultimate  renewals  of  that  busi- 
ness, or  what  is  it,  as  you  understand  it,  that  is  bought  and  sold? 

Mr.  S.  J.  Johnson.  Why,  the  business  on  the  books  is  bought,  and 
an  organization  that  has  cost  money. 

Mr.  Carusi.  Well,  why  is  any  commission  paid  for  it? 

Mr.  S.  J.  Johnson.  Why,  the  company  that  sells  the  business  has 
paid  for  that  business ;  they  have  paid  for  it  in  commission  to  their 
agents ;  they  have  paid  for  it  in  the  expense  of  planting  their  agency 
plant  and  maintaining  their  special  agents. 

Mr.  Carusi.  Do  you  know  what  the  total  commission  is — you  have 
got  the  contract  there ;  it  is  in  evidence — paid  by  the  Commercial  for 
business  to  its  underwriters? 

Mr.  S.  J.  Johnson.  To  Tuttle,  Wightman  &  Dudley? 

Mr.  Carusi.  Yes. 

Mr.  S.  J.  Johnson.  Thirty-five  per  cent. 

Mr.  Carusi.  Thirty-five  per  cent  and  10  per  cent  contingent? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Carusi.  Do  you  consider  that  a  reasonable  general  agency  con- 
tract? 

Mr.  S.  J.  Johnson.  I  do.  I  know  of  many  general  agency  con- 
tracts higher. 

Mr.  Carusi.  Mr.  Best  has  testified  that  he  considered  it  a  reason- 
able contract.    I  want  to  know  whether  you  agree  with  him  ? 

Mr.  S.  J.  Johnson.  I  do.  '  _ 

Mr.  Carusi.  Will  you  describe,  in  some  detail,  your  duties  in  con- 
nection with  Tuttle,  Wightman  &  Dudley  (Inc.)  ? 

Mr.  S.  J.  Johnson.  To  plant  or  to  supervise  the  securing  of  an 
agency  plant,  by  means  of  special  agents  that  Tuttle,  Wightman  & 
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business  that  goes  through  the  office.  The  business  as  it  comes  out 
of  the  mail,  the  daily  reports  as  they  first  come  out  of  the  mail  are 
looked  over  by  me  to  see  if  there  are  any  that  might  be  on  our  pro- 
hibited list  or  any  risks  that  I  might  recognize  as  being  unsatisfac- 
tory, or  any  classes  that  might  be  too  low  to  be  profitable.  Those  are 
immediately  thrown  out.  The  other  business  follows  a  regular 
course  through  the  office. 

Mr.  Carusi.  What  is  that  regular  course  which  they  follow  through 
the  office  ?    Just  take  us  through  the  office  briefly. 

Mr.  S.  J.  Johnson.  The  daily  report  is  recorded  by  a  clerk  in  order 
to  keep  a  check  on  the  policies  in  the  hands  of  agents,  to  see  that 
none  escape.  Then  the  daily  report  goes  over  to  a  clerk  who  naarks 
up  any  additional  lines  we  might  have  on  that  risk  on  an  adjoining 
risk  or  on  risks  in  that  block  to  give  us  some  idea  of  our  total  liabil- 
ity in  that  immediate  vicinity. 

Mr.  Carusi.  What  do  you  call  that  clerk?  Is  he  what  you  call  a 
line  clerk  ? 

Mr.  S.  J.  Johnson.  A  line  clerk ;  yes.  The  daily  report  then  goes 
to  a  clerk,  who  looks  up  the  commercial  rating  of  the  assured,  which 
is  marked  on  the  daily  report.  The  renewals  are  separated  from  the 
new  business  on  the  theory  that  a  renewal,  having  been  passed  on 
once,  is  less  apt  to  be  troublesome,  and  also  owing  to  the  fact  that 
they  are  generally  in  the  office  two  or  three  weeks  before  the  policy 
takes  effect.  The  new  business  has  to  be,  acted  on  immediately,  con- 
sequently it  is  put  through  the  office  first,  and  in  that  way  a  daily 
that  comes  in  in  the  morning,  in  the  ordinary  business  course,  should 
be  acted  on  in  the  afternoon. 

Mr.  Carusi.  Well,  now,  let  me  restate,  from  what  you  have  testi- 
fied toj  very  briefly,  what  the  course  is.  The  local  agent,  who  gets 
an  application  for  insurance 

Mr.  S.  J.  Johnson  (interposing).  Yes. 

Mr.  Carusi  (continuing).  Makes  out  a  daily  report? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Carusi.  Have  you  one  there  that  you  can  show  the  committee 
as  a  specimen  ? 

Mr.  S.  J.  Johnson.  Yes.  The  local  agent,  of  course,  has  been  sup- 
plied by  us  with  our  instructions  to  agents,  which  include  a  line  sheet 
and  a  prohibited  list.  This  is  the  daily  report  [handing  paper  to 
Mr.  Kedfield].  Every  agent  has  a  copy  of  these  papers,  and  is  sup- 
posed to  follow  them.    The  instructions  are 

Mr.  Carusi  (interposing).  Just  one  moment,  Mr.  Johnson.  So  as 
to  keep  the  chronological  order  of  things,  the  local  agent  writes  a 
policy  first,  if  it  is  not  on  his  prohibited  list  ? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Carusi.  Have  you  there  a  prohibited  list? 

Mr.  S.  J.  Johnson.  Yes  [handing  paper  to  Mr."  Kedfield] . 

Mr.  Carusi.  I  will  offer  that  in  evidence  at  this  point,  and  ask  you 
whether  or  not  that  prohibited  list  is  more  or  less  restrictive  than 
those  used  by  the  other  companies  that  you  have  in  the  past  worked 
for? 

Mr.  S.  J.  Johnson.  This  is  a  very  severe  prohibited,  list. 

Mr.  Carusi.  I  would  like  to  offer  this  one,  and  the  one  that  I  have 
just  offered  in  evidence  is  the  prohibited  list — I  offer  one  of  each. 

71.'^91— No.  19—13 2  
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The  paper  so  offered  and  identified,  containing  "instructions  to 
agents,"  "niaximum  lines,"  and  "prohibited  risks,"  appears  in  full 
below,  and  is  in  the  words  and  figures  following,  to  wit : 

[For  cities  of  less  than  100,000  population.] 

commercial  fike  insurance  co.  of  the  district  of  columbia, 
Washington,  D.  C. 

instruction,  line  sheet,  and  prohir'ted  list. 

Instructions  to  agents: 

These  rules,  togetlier  witti  any  additional  instructions  which  may  hereafter 
be  given,  are  to  be  strictly  observed  by  the  agents  of  this  company. 

1.  Daily  reports. — Forvi'ard  the  daily  report  the  same  day  the  risk  is  accepted, 
vrith  all  questions  fully  and  accurately  answered.  In  reporting  a  policy  onu 
building,  state  occupancy  and  (in  the  case  of  mercantile  buildings)  the  names 
of  principal  tenants.  This  is  very  important.  Be  careful  to  state  other  Insur- 
ance by  this  company  on  same  risk  and  within  100  feet,  specifying  policy 
numbers. 

2.  Policy  for-nu. — See  that  our  policy  reads  concurrently  with  others  and 
covers  specifically  upon  each  item  of  the  risk. 

3.  Monthly  reports. — Make  full  returns  in  account  current  on  the  last  day  of 
each  month,  and  remit  by  your  own  check,  payable  to- the  order  of  the  company. 
Check  should  accompany  the  account,  or  follow  not  later  than  the  15th  of  the 
succeeding  month.  Any  credit  given  for  premiums  must  be  at  the  risk  of  the 
agent.  Should  agents  object  to  advancing  uncollected  premiums  the  policies 
must  be  promptly  returned  to  the  company  for  cancellation. 

4.  Canceled  policies. — Return  immediately  all  policies  ordered  canceled,  or 
reported  canceled,  spoiled,  or  "  not  taken,"  or  mutilated.  Do  not  hold  them 
back  to  forward  with  the  monthly  account.  Give  prompt  notice  to  the  assured 
(and  mortgagee,  if  any),  after  receiving  instructions  from  the  company  to  cancel 
a  policy.  Failure  to  use  due  diligence  in  properly  canceling  policies  when  re- 
guested  by  the  company  to  do  so,  makes  the  agent  personally  liable  in  case  of 
loss,  therefore  give  immediate  attention  to  instructions  requesting  the  cancella- 
tion of  any  policy. 

5.  Losses. — In  the  event  of  a  loss  promptly  notify  the  company  or  department 
manager  and  also  the  special  agent  by  mail  on  blank  supplied  for  that  purpose, 
Use  the  wire  only  when  really  necessary  (10  words  as  a  rule  will  be  sufficient), 
giving  number  of  policy  and  probable  amount  or  percentage  of  our  loss.  See 
that  the  assured  takes  the  best  possible  care  of  saved  or  damaged  property,  but 
do  not  commit  the  company  in  any  manner.  Do  not  adjust  losses  without  special 
instructions.    We  will  always  arrange  for  the  adjustment  as  soon  as  practicable. 

Maxirrmm  lines. 


Dwellings  and  public  buildings: 

BuildingSj  iucity  of  first  class 

Contents,  in  city  of  first  cla.ss 

Buildings,  ia  city  of  second  and  third  class 

Contents,  in  city  of  second  and  third  class 

Building  or  contents  other  than  above 

Write  no  dwelling  for  less  than  S400. 

Write  no  household  goods  for  less  than  S:ion. 

Write  no  policies  for  longer  term  than  3  years. 
Mercantile  risks: 

Buildings — 

Under  city  protection 

Fireproof 

Stocks- 
Wholesale  preferred 

Retail  preferred 

Nonprefetred 

Hotels- 
Fireproof 

Strictly  modern  and  desirable  in  all  respects 

Desirable,  but  not  strictly  modern 

The  above  lines  for  cities  of  first  or  second  class. 

Jn  cities  of  third  or  fourth  class,  or  with  inade^ '——-  — *—*.'""  iJnac  chnuM 


Brick. 


$5,000 
2,600 
3,500 
2,500 
3,000 


5,000 
20,000 

5,000 
2,, ^00 
1,500 

10,000 
5,000 
2,500 


{2,500 
2:500 
2,600 
2  500 
2,500 


!,500 


3;  000 
1,600 
1,600 


2,600 
1,500 


INVESTIGATION   OF   INSUKANCE   COMPANIES. 
Maasimwm  lines — Continued. 


1459 


Stotageiisks: 

Buildings,  city  protection 

Cold-storage — 

Buildings 

Gontente 

Cotton — 

1  compartment 

2  or  3  compartments 

4  to  8  compartments 

More  than  8  compartments,  if  all  openings  protected  by  Are  doors . 

Grain- 
In  warehouse 

In  elevator 


Hay. 


Kercliandise,  nonhazardous 

Tobacco— 

Strictly  modern 

Not  strictly  modern 

Wharf,  piers,  or  docics 

Wharf,  merchandise 

Whisky,  bonded  warehouses 

Special  hazards: 

Agricultural  implement  works 

Book  binderies 

Bottling  works 

Box  factories,  wooden 

Breweries 

Canning  factories 

Car  works 

Carriage  and  wagon  factories 

Cigar  fectories— 

Buildings 

Contents 

Clothing  factories  (not  more  than  3  tenants) 

•'Coal,  bituminous,  with  eomsurance 

■Cooper  shops 

Cotton  mills - - 

Cotton,  sprinklered . ; 

Cottonseed  oil  in  tanks 

Electric  light  and  power  plants 

Elevator  buildings  (decline  unless  we  get  line  on  grain) 

Foundries,  machine  shops,  nut  and  bolt  works 

Furniture  factories -. 

Ice  factories,  strictly  modem 

Knitting  mills 

Laundries- 
Buildings 

Contents 

Livery  stables 

Lumber— 

200-foot  space  clause 

100-foot  space  clause 

Malt  houses 

Marble  works 

Naval  stores 

Naval  stores,  in  open 

Phosphate  plants- 
Schedule 

Stock,  with  coinsurance  clause .' 

Stock  only .- ^ 

Planing  mills 

Printing  ofllces. 

Printing-ink  factories 

Sawmills 

Silk  mills  (one-half  line  in  tenant  risks) 

Shoe  factories 

Shoe  factories,  sprinklered 

Stave  mills,  large  (decline  small) 

Sugar  refineries 

Tanneries — 

General  form 

Stock 

Stock  only 

Bark  (100-foot) 

Theaters 

Tobacco  factories 

Tobacco  stemmeries  (decline  if  dryer  in  main  building  unless  protected) . 

Tobacco  rehandling  houses 

Woolen  mills  (sprinklered) 

Woolen  mills  (not  sprinklered) 


Brick. 


$5,000 

5,000 
5,000 

5,000 
7,500 
10,000 
15,000 

5,000 
5,000 
2,000 
6,000' 

5,000 
3,000 


5,000 

2,500 
2,  .500 
2,500 
1,500 
5,000 
2,500 
2,500 
2,500 

2,500 
2,500 
2,500 


1,500 
4,000 
7,500 
5,000 
2,500 
1,000 
2,500 
1,500 
2,500 
2,600 

2,500 
1,500 
1,600 

5,000 
2,600 
2,600 
1,600 
2,500 
5,000 


1,600 
2,600 
1,600 


5,000 
2,500 
10,000 
1,500 
2,500 

2,500 
2,600 
5,000 
2,600 
2,500 
6,000 
3,000 
2,000 
7,500 
2,600 


1  Decline. 
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Larger  amounts  will  be  approved  on  fireproof  buildings  and  also  on  risks 
protected  by  a  standard  automatic  sprinkler  equipment. 

Please  consult  prohibited  Jist  before  committing  the  company  on  any  risk  not 
authorized  above. 

Authorizations  are  for  best  risks  of  classes  mentioned. 

Antomobile  garages  and  repair  shops  only  to  be  insured  when  all  floors  are 
concrete,  where  all  gasoline  is  stored  outside,  and  only  where  incandecent  elec- 
tric lights  are  used  exclusively. 

PROHIBITED  RISKS. 

Decline  to  insure  property  for  newcomers,  or  property  in  litigation, 
idle,  unprofitable,  dilapidated,  heavily  encumbered,  or  covered  by  a 
chattel  mortgage.  Make  a  special  effort  to  secure  brick  store  build- 
ings in  preference  to  stocks.  Always  ascertain,  by  personal  exami- 
nation, that  property  is  not  insured  for  more  than  its  cash  value,  with 
due  allowance  for  depreciation.     Decline  to  reinsure  other  companies. 

Remote  risks. — Decline  all  business  located  outside  or  away  from 
the  agency  unless  specially  authorized.^  Personally  inspect  each  risk 
before  writing. 

SprinMered  risks. — '\^^^en  any  risk,  of  the  classes  prohibited  below, 
has  been  fully  protected  by  an  approved  system  of  automatic  sprink- 
lers, agents  may  submit  the  same  for  special  consideration. 

The  following  risks,  except  as  above  provided  or  specially  author- 
ized, are  to  be  declined  for  this  company,  whether  as  renewals  or  new 
business : 

(A)  Alfalfa  mills.  Asphalt,  tar,  or  composition  roofing  works. 
Auction  stocks.  Automobiles  more  than  two  years  old.  Artificial 
flowers.     Artificial  or  human  hair.    Asylums  (lunatic). 

(B)  Bagging  and  batting  factories.^  Barns  and  stables  and  con- 
tents, except  in  connection  with  dwelling  risks.  Baseball  parte  (ex- 
cept modern).  Brick,  tile,  and  terra  cotta  works.^  Brush  and  broom 
factories.^ 

(C)  Candy  factories  (unless  sprinklered).  Cleaning  and  reno- 
vating establishments.  Celluloid  works.  Condemned  buildings. 
Chinese  risks.  Carbon  works.  Cork  factories.  Country  stores.  Car 
barns  (stables),  frame.  Cord  wood.  Cereal — flour,  grist,  hominy, 
and  starch  mills. ^  Coal  breakers  and  tipples.'  Coffee  and  spice 
mills.'     Cotton  gins.     Cottonseed-oil  mills. 

(D)  Dry  kilns  (except  in  mill  schedule).     Degreasing  works. 

(E)  Excelsior  mills.  Electric  light  and  power  stations  (frame). 
Enameling  and  japanning  risks. 

(F)  Fair  grounds,  race  course,  and  baseball  buildings  and  grand 
stands  (except  steel  and  cement).  Farm  property.  Fish  fertilizer 
factories.  Machine  and  boiler  shops  (frame).'  Flower  and  feather 
risks. 

(G)  Garages,  unless  fireproof.'  Greenhouses  and  contents  (except 
modern).  Frame  glass  factories.  Glue  factories,  except  in  packing- 
house schedules.  Gypsum  mills.  Groceries  (wholesale).'  Garbage 
reduction  works. 

(H.)  Hay  barns,  stacks,  and  pressers.  Hair  and  wool  drying  (ex- 
cept in  packing-house  schedule) . 

(I)  Idle  property,  except  at  6  per  cent.    Ice  houses. 


iJIodoiiite  lines  on  these  classes  m.n.v  sometimes  be  accepted  at  adequtae  rates  it  first 
inspected  and  approved  by  our  special  agent  or  authorized  from  home  office. 
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(J)  Junk  stocks.    Jute  mills. 

(L)  Laundries,  frame  (steam) .  Livery  stables  (frame).  Leather 
enameling  works.    Logging  camps. 

(M)  Mattress  and  bedding  factories  (except  wire).^  Millinery 
stocks  (wholesale).^  Mortgaged  stocks  and  chattels.  Merchandise 
for  married  women. 

(O)  Omnibus  manufacturing  risks,  of  ordinary  construction,  with 
more  than  three  tenants. 

(P)  Paper  and  pulp  mills  outside  of  protection.^  Patterns  (spe- 
cific). Prison  and  penitentiary  risks.  Piano  factories.  Paper-box 
factories.    Paraffine  works. 

(E)  Eag  stocks.  Eendering  establishments.  Eubber  reduction 
plants.     Eisks  remote  from  protection.     Eice  mills. 

(S)  Second-hand  stocks.  Strawboard  factories.^  Steamboats  and 
vessels.  Soap  and  candle  factories.^  Slaughterhouses  (frame). 
Stone  crushers.^  Skating  rinks  (frame).  Shoddy  mills.  Summer 
hotels  and  boarding  houses. 

(T)  Tobacco  barns.  Talc  mills.  Turpentine  stills.  Tar-boiling 
risks. 

(W)  Woodworkers  (frame)  exposed  by  frame  dry  kilns,  or  with 
boiler  inside.    Wall  paper  factories.    Wool  pulling. 

Also,  refuse  risks  exposed  by  or  subject  to  one  fire  with  above. 

We  desire  to  write  no  policies  for  a  longer  term  than  three  years. 

Issue  no  policies  on  Italian  and  Greek  risks,  except  those  having 
good  commercial  standing. 

Please  familiarize  yourself  with  the  foregoing,  as  by  doing  so  you 
will  save  both  yourself  and  this  office  unnecessary  trouble  and  corre- 
spondence. At  the  same  time  we  shall  be  glad  to  hear  from  you  fre- 
quently, and  any  suggestions  or  requests  you  may  make  will  always 
receive  careful  consideration. 

TUTTLE,  WiGHTMAN  &  DuDLEY    (Inc), 

Managing  Underwriters. 
Jantjaby  1,  1913. 

Mr.  Cartjsi.  The  agent  then  writes  the  policy  and  immediately 
sends  in  his  daily  report  to  the  company  ? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Caettsi.  Have  you  a  copy  of  the  daily  report  ? 

Mr.  S.  J.  Johnson.  Yes.     There  is  one  here  offered  in  evidence. 

Mr.  Cartjsi.  Well,  I  now  offer  in  evidence  a  copy  of  the  daily 
report. 

The  daily  report  so  offered  and  identified  appears  in  full  below, 
and  is  in  the  words  and  figures  following,  to  wit : 

Policy  No. .  '  $ . 

Old  policy  No. .  Rate . 

Survey  No. .  Premium,  $ . 

Agency. 

Daily  Keport  to  Commebcial  Fire  Insurance  Co.,  of  Washington,  D.  C. 

On  map  page  No. .     Block  No. .     Street  No.  .     Mapped  by 

Carded  by .      premium-  ($ ).    As- 


sured   .     Terms  from  the day  of ,  19 — ,  at  noon,  to 

the day  of ,  19 — .  at  noon, . amount  insured. 
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ff 

[Paste  form  hei-e.] 


Name  a  few  leading  companies  on  risk,  and  amounts  ■ 


Re:  ?- 
Re:  $- 


-.      Co. 
-.      Co. 
This  report  mailed  - 


No. 

No. 


Prem.  $- 
Prem.  i?- 


-,  Agent. 


[If  risk  has  been  declined  by  an.v  otber  company,  submit  reasons  before  binding  us.] 


On  railroad? 


Agents  will  answer  these  questions : 

1.  How  far  is  risk  from  your  agency?    

2.  When  did  you  personally  inspect  this  risk?    . 

3.  Is  risk  under  protection  of  waterworks  and  fire  department?    

4.  How  far  to  the  nearest  public  fire  hydrant?    feet . 

6.  /What  is  present  cash  value  of  the  buildings?    $ . 

IFurniture?    $ .     Machinery?    $ .     Stock?    $ . 

6.  Do  any  stovepipes  pass  through  wood  or  plaster  partition  or  roof? 

7.  Do  any  pipes  enter  chimney  built  from  joists? . 

8.  Do  you  from  a  personal  inspection  consider  them  safe?    . 

How  is  building  heated?    .     What  lights  used?    ■ — . 


10.  How  long  have  you  know  assured? 

11.  How  long  has  he  resided  in  same  place?    — . 

12.  If  he  has  moved  recently,  from  where  did-  he  move?    - 

13.  Is  property  occupied  by  tenant?    .     State  name. 


14.  Is  property  encumbered  by  mortgage  or  lieu?    

15.  Does  assured  keep  books  of  account? . 

16.  Give  amount  and  date  of  last  inventory.    Amount,  $- 

17.  Is  the  assured  doing  a  profitable  business?    . 

IS-  Do  you  fully  recommend  both  risk  and  assured?    — 


Amount?    $- 
Date,  - 


OCCUPANCY   OF   THE   PBEMISES. 


Basement,  . 

First  story, . 

Second  story, . 

Third  story, . 

Fourth  story, . 

Special  features — state  fully : 


North? 

Blast? 
West? 
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feet  - 


1463 


feet- 
-  feet 


NORTH. 


— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

SOUTH. 

To  save  correspoudence  answer  all  questions  on  both  sides  of  this  blank,  and 
if  the  risk  can  not  be  referred  to  on  insurance  map  make  a  full  diagram,  show- 
ing all  exposures  within  150  feet. 

lif  there  is  no  exposure  write  detached  in  body  of  policy. 

To  be  of  value,  diagram  should  be  carefully  and  accurately  drawn.  Use  red 
lines  to  designate  brick  or  stone  building ;  black  for  wood.  Indicate  metal  roof 
by  ° ;  shingle  by  X.    Annexed  plot  is  designed  for  50  feet  to  an  inch. 

Mr.  Carusi.  Is  that  in  the  form  usually  provided  by  standard  fire- 
insurance  companies? 

Mr.  S.  J.  Johnson.  Standard  forms  have  been  adopted  for  practi- 
cally all  of  the  insurance  companies,  so  that  a  daily  report  is  prac- 
ticajlly  interchangeable  between  companies  as  to  the  information  nec- 
essary in  order  to  pass  it. 

Mr.  Carusi,  When  that  daily  report  is  received  at  the  office,  as  I 
understand  it,  it  come  to  your  desk? 

Mr.  S.  J.  Johnson.  Comes  to  my  desk  first. 

Mr.  Carusi.  You  read  it  and  decide  whether  the  risk  ought  or  ought 
not  to  be  taken  by  the  company  ? 
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Mr.  S.  J.  Johnson.  I  read  it  first,  in  order  to  see  if  any  prohibited 
risks  have  gotten  by  the  local  agents,  also  to  see  if  there  are  any  risks 
that  I  might  happen  to  know  about  personally  from  my  experience 
in  the  past,  and  also  to  see  if  the  rate  is  adequate  to  cover  the  hazard. 
Those  can  be  acted  on  immediately.  The  others  have  to  go  through 
the  regular  office  routine  in  order  to  gather  detailed  information  nec- 
essary to  pass  on. the  risk  intelligently. 

Mr.  Carusi.  Now,  if  there  is  nothing  unusual  disclosed  by  the  daily 
leport,  it  goes  to  the  line  clerk ? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Caeusi.  The  line  clerk  plats  it  out  on  a  map  ? 

Mr.  S.  J.  Johnson.  Yes;  well,  a  separate  clerk  does  that  later  on. 

Mr.  Caeusi.  Some  clerk  does  that,  with  a  view  to  ascertaining  how 
many  risks  you  are  on  in  that  block? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Carusi.  Or  in  that  particular  section  of  the  city  or  town? 

Mr.  S.  J.  Johnson.  Yes ;  this  space  is  provided  on  the  daily  report 
for  policies  on  the  same  premises,  for  policies  on  adjoining  property, 
and  policies  in  the  same  block.  That  gives  us  our  liability  m 
that  same  neighborhood. 

Mr.  Carusi.  And  those  insurance  maps  disclose  the  character  of 
the  improvements  ? 

Mr.  S.  J.  Johnson.  Oh,  yes ;  as  being  of  brick,  frame,  iron,  or 
fireproof,  or  stone. 

Mr.  Carusi.  And  as  to  whether  sprinklers 

Mr.  S.  J.  Johnson.  Yes;  and  the  occupancy  protection;  they  are 
very  thorough. 

Mr.  Carusi.  After  the  line  clerk  gets  through  with  a  daily  report 
it  goes  to  a  clerk  whose  duty  is  to  look  up  the  insured  in  the  com- 
mercial  

Mr.  S.  J.  Johnson   (interposing).  Yes;  in  Dun's  or  Bradstreet's. 

Mr.  Carusi.  In  Dun's  or  Bradstreet's? 

Mt.  S.  J.  Johnson.  Yes;  also,  there  is  another  book  known  as 
Hines's  Fire  Reports,  which  reports  on  the  fire  record  of  the  assured, 
if  he  has  ever  had  one. 

Mr.  Carusi.  Now,  this  last  step  is  taken  to  eliminate,  as  far  as 
possible,  the  moral  risk? 

Mr.  S.  J.  Johnson.  That  is  the  way  we  check  the  moral  risk. 

Mr.  Carusi.  If  everything  then  is  satisfactory,  after  these  various 
tests,  the  agent  is  notified  that  the  policy  continues  in  force ;  is  that 
the  routine? 

Mr.  S.  J.  Johnson.  The  agent  is  not  notified.  If  it  is  not  satisfac- 
tory, he  is  notified.  If  it  is  satisfactory,  there  is  no  further  comment 
on  it. 

Mr.  Carusi.  If  it  is  unsatisfactory,  then  he  is  directed  to  cancel 
the  policy  ? 

Mr.  S.  J.  Johnson.  Yes;  if  it  is  unsatisfactory,  he  is  directed  to 
cancel  the  policy. 

Mr.  Carusi.  And  if  the  policy  is  canceled  the  premium  is  returned 
to  the 

Mr.  S.  J.  Johnson  (interposing).  To  the  assured. 

Mr.  Caeusi.  To  the  assured? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Carusi.   And  the  affent  forf "^  '  "  — :-»^:.^r^ 
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Mr.  S.  J.  Johnson.  Yes. 

Mr.  Cahusi.  And  Tuttle,  Wightman  &  Dudley  lose  their  part  of 
the  commission? 

Mr.  S.  J.  Johnson.  Absolutely,  yes. 

Mr.  Cakusi.  Have  you  had  any  instructions,  oral  or  in  writing, 
concerning  cancellations,  as  to  the  policy  of  Tuttle,  Wightman  & 
Dudley  (Inc.)  ? 

Mr.  S.  J.  Johnson.  Why,  the  underwriting  has  been  left  in  my 
hands,  with  permission  to  cancel  or  refuse  any  business  that  I  desire. 

Mr.  Carusi.  It  is  left  in  your  hands  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Cabxtsi.  Have  any  restrictions  been  put  upon  your  freedom  of 
action  ? 

Mr.  S.  J.  Johnson.  None  whatever.  The  general  policy  of  the 
company — that  is,  the  making  up  of  the  line  sheet  and  the  prohibited 
list  was  done  in  consultation  with  Mr.  Tuttle;  from  his  experience 
and  from  my  experienoe  and  from  general  experience  of  other  com- 
panies, this  line  sheet  and  prohibited  list  was  made,  and  then  the 
size  of  the  lines  was  cut  down;  the  prohibited  list  was  added  to, 
owing  to  the  fact  that  this  was  a  new  company.  A  new  company  has 
to  bmld  up  slowly;  they  can  not  accept  big  lines. 

Mr.  Caeusi.  Have  I  offered  one  of  the  line  sheets  in  evidence  ? 

Mr.  S.  J.  Johnson.  Yes.  It  is  a  combination  sheet,  lines  on  one 
side  and  prohibited  list  on  the  other. 

Mr.  Caeusi.  As  I  understand,  the  prohibited  list  prohibits  putting 
absolutely  any  line  on  certain  characters  of  risks? 

Mr.  S.  J.  Johnson.  Positively,  yes. 

Mr.  Caeusi.  The  line  sheet  indicates  a  limit  beyond  which  the 
company  will  not  assume  liabilities? 

Mr.  S.  J.  Johnson.  On  the  risks  that  are  desirable. 

Mr.  Caeusi.  On  the  risks  that  are  desirable? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Caeusi.  Well,  what  have  you  to  say  as  to  the  line  sheet  being 
restrictive  ? 

Mr.  S.  J.  Johnson.  The  line  sheet,  as  I  have  said — we  have  cut 
down-p-we  are  writing  smaller  lines  than  a  company  of  this  size 
would  ordinarily  write,  if  it  were  an  older  company,  in  order  that 
we  might  build  up  slowly,  without  getting  any  large  losses  that  would 
hurt. 

Mr.  Caeusi.  Do  you  ever  take  these  daily  reports  in  to  Mr.  Tuttle, 
to  have  his  personal  action  on  them? 

Mr.  S.  J.  Johnson.  In  a  few  instances;  in  some  particular  case; 
there  are  some  risks  that  he  might  know  about  that  I  might  not  know 
about — some  locality  where  he  might  have  operated  in  that  he  might 
know  more  about  than  I  do. 

Mr.  Caeusi.  I  understand  that,  as  a  general  rule,  he  does  not  per- 
sonally pass  upon  the  risks  ? 

Mr.  S.  J.  Johnson.  No. 

Mr.  Caeusi.  That  is  done  by  you  or  Mr.  Fitch,  the  office  manager  ? 

Mr.  S.  J.  Johnson.  Yes. 

Mr.  Caeusi.  Now,  a  part  of  your  functions,  as  I  understand  it,  is 
to  plant' the  company — as  it  is  called — ^into  profitable  territory? 

Mr.  S.  J.  Johnson.  Yes. 
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Mr.  Caeusi.  Well,  how  do  you  determine  what  is  profitable  terri- 
tory ? 

Mr.  S.  J.  Johnson.  Well,  there  is  a  book  published  each  year  from 
records  furnished  by  the  United  States  companies  to  the  United 
States  Census  Office.  It  is  known  as  "  Fire  Insurance  by  States,"  and 
it  gives  the  premium  income  of  every  company  operating  in  each 
State ;  the  number  of  years  it  has  operated ;  its  premium  income  over 
that  period,  and  its  loss  record  over  that  period,  and  this  table  is 
divided  into  10-year  periods,  and  the  last  5  years  into  annual  periods, 
so  that  you  can  take  any  insurance  company  doing  business  in  any 
State  and  fiind  out  how  many  years  it  has  operated  there ;  how  much 
premium  income  it  has  had ;  how  much  its  liability  has  been,  losses 
paid,  and  its  percentage  over  this  period  of  years,  brought  down  to 
an  annual  basis,  and  also  on  to  a  30-year  basis,  and  from  that  you  can 
get  a  general  idea  of  the  loss  record  of  a  State. 

Mr.  Cakusi.  Well,  now,  what  do  you  do,  in  a  general  way,  in  plant- 
ing agents  ?     Just  what  does  that  mean  ? 

Mr.  S.  J.  Johnson.  Well,  planting  agents,  the  actual  field  work  is 
done  by  special  agents.  Special  agents  are  traveling  employees  ex- 
perienced in  this  particular  line  of  work.  They  know  the  local 
agents  in  these  various  cities  in  the  States ;  they  know  the  class  of 
business  they  get ;  they  Imow  the  other  companies  they  represent,  and 
from  common  knowledge  they  know  the  general  record  of  a  man. 
A  very  good  agent  may  have  a  very  bad  year,  but  over  a  period  of 
years  his  operations  have  been  successful;  the  selection  of  his  risks 
has  been  good,  and  he  is  not  a  man  who  is  out  to  burn  the  company 
up.  The  insurance  business  is  his  business  and  his  livelihood,  and 
he  laiows  if  he  burns  the  company  up  he  is  going  to  lose  the  repre- 
sentation of  that  company,  and  eventually  lose  them  all;  conse- 
quently a  good  insurance  agent  is  a  careful  man,  and  a  good  insurance 
agent  becomes  known  among  the  field  men,  and  the  special  agent 
travels  in  a  rather  restricted  territory — a  State,  or  two  States,  or 
three  States — and  gradually  plants  the  companies  in  the  larger  cities 
first,  and  as  the  premium  income  increases,  and  the  expenses  will 
warrant  it,  he  plants  down  in  the  smaller  towns,  until  he  gets  the 
territory  pretty  thoroughly  planted.  The  larger  companies,  of 
course,  have  a  very  great  number  of  agents.  For  instance,  in  the 
State  of  Illinois  the  Home,  of  New  York,  has  about  600  agents. 

Mr.  Cabusi.  Do  you  know  how  many  agents  the  Commercial  has? 

Mr.  S.  J.  Johnson.  About  550,  in  the  12  States  in  which  they  are 
entered  at  the  present  time. 

Mr.  Caeusi.  Are  you  generally  familiar  with  the  underwriting 
policy  of  Tuttle,  Wightman  &  Dudley  (Inc.)  ? 

Mr.  S.  J.  Johnson.  Yes,  sir.  .    . 

-  Mr.  Caeusi.  Now,  what  can  you  say  to  the  committee  about  it  m 
comparison  with  the  underwriting  policy  of  other  insurance  com- 
panies with  which  you  have  been  connected? 

Mr.  S.  J.  Johnson.  Well,  as  I  stated  a  few  minutes  ago,  it  has 
been  determined  to  hold  the  size  of  the  lines  down  and  to  be  very 
particular  about  the  risks  we  write — to  be  careful;  that  the  contin- 
gent is  the  thing  that  is  going  to  count  eventually ;  that  their  repu- 
tation depends  on  their  successfulness. 
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Mr.  Caetjsi.  Have  you  noticed  any  tendency  to  accept  business  for 
thf!  sake  of  the  premium,  without  regard  to  whether  it  is  profitable 
business  or  not  ? 
Mr.  S.  J.  Johnson.  Absolutely  no. 

Mr.  Caetjsi.  With  respect  to  other  companies  operated  upon  this 
general  agency  plan,  have  you  observed  any  such  tendency  ? 

Mr.  S.  J.  Johnson.  No.  A  genei'al  agent  is  like  a  local  agent;  his 
livelihood  absolutely  depends  on  his  success  as  an  underwriter.  He 
has  to  be  careful. 

Mr.  Caeusi.  That  is  to  say,  as  I  understand  it,  he  might  make  a 
little  more  money  one  year  by  burning  the  company  up 

Mr.  S.  J.  Johnson  (interposing).  I3ut  then  he  is  out  of  business 
and  he  has  lost  his  reputation. 

Mr.  Carusi.  Any  questions,  gentlemen? 

Mr.  Peotjty.  Does  the,  interest  of  the  general  underwriting  agency 
correspond  in  kind  and  quality  with  that  of  the  local  agent  who 
writes  the  insurance? 

Mr.  S.  J.  Johnson.  I  do  not  quite  get  your  meaning. 

Mr.  Peoutt.  You  stated  that  in  picking  local  agents  you  pick 
the  good  ones,  and  that  good  agents  were  developed  by  the  fact 
that  they  were  interested  in  the  welfare  of  the  companies;  in  other 
words,  they  were  not  burning  them  up. 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Peouty.  Is  the  relation  of  the  general  underwriter  or  under- 
writing agency  the  same  as  these  local  agents? 

Mr.  S.  J.  Johnson.  Yes,  sir ;  a  local  agent  whose  livelihood  is  de- 
pendent on  the  fire  insurance  business  must  be  careful. 

Mr.  Peouty.  Are  they? 

Mr.  S.  J.  Johnson.  Are  they?  You  can  take  the  list  of  agents 
over  the  country  and  you  will  find  that  there  are  agents  in  every  city 
who  are  successful  for  the  companies  they  represent.  They  may 
have  a  bad  year;  they  may  lose  one  risk;  that  is  their  own  direct 
business ;  that  will  show  a  loss  for  every  one  of  their  companies  for 
that  year;  but  over  a  period  of  years  you  will  find  that  the  good 
agents  are  good  underwriters. 

Mr.  Peouty.  Do  you  believe  that  there  is  any  insurance  company 
that  could  survive  10  years  if  they  allowed  the  local  agents  to  pass 
upon  the  risks? 

Mr.  S.  J.  Johnson.  The  local  agents  ?     Not  all  local  agents ;  no. 

Mr.  Peouty.  Well,  take  them  as  an  average.  I  am  taking  the 
whole  lot  of  them. 

Mr.  S.  J.  Johnson.  No ;  I  do  not  believe  they  could. 

Mr.  Peouty.  Well,  does  he  not  occupy  exactly  the  same  relation  to 
the  insurance  company  that  a  general  underwriter  does  ? 

Mr.  S.  J.  Johnson.  No;  because  you  can  not  find  all  of  them 

Mr.  Peouty  (interposing).  Assuming — I  ought  to  put  it — assum- 
ing that  they  are  the  same  kind  of  men;  that  they  are  made  of  the 
same  flesh  and  blood  and  instincts-- — 

Mr.  S.  J.  Johnson.  Well,  you  said  the  average  agent.  Now,  take 
the  State  of  Illinois.  The  Home,  of  New  York,  as  I  say,  have  600 
agents  in  that  State.  Possibly  of  the  600,  100  are  rattling  good 
agents;  the  last  hundred,  we  will  say,  are  keepers  of  country  stores  or 
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blacksmith  shops,  or  something  of  that  kind,  but  a  company  of  that 
kind  can  afford  to  carry  agents  of  that  character,  and  they  depend  on 
their  special  agents  to  get  around  and  see  about  these  individual 
risks.  They  have  enough  special  agents  in  the  field  to  get  around 
and  see  about  these  individual:  risks  they  are  writing,  and  they  deter- 
mine for  themselves.  It  is  not  left  to  the  local  agent  to  do  the  un- 
derwriting. 

Mr.  Peottty.  I  am  comparing  a  policy  or  principle,  rather  than 
the  specific  application.  Every  local  representative  of  an  insurance 
company  has  some  pride  and  interest  in  the  welfare  or  his  company, 
or  should  have,  and  I  suppose  j)ractically  all  of  them  do,  but  have 
they  sufficient  pride  and  interest  in  the  company  so  that  the  company 
could  leave  to  them  the  question  of  determining  whether  risks  should 
be  taken  or  not? 

Mr.  S.  J.  Johnson.  "Well,  no  company  does.     That  is  all  I  can  say. 

Mr.  Peouty.  "Why  do  they  not  ? 

Mr.  S.  J.  Johnson.  "Why  do  they  not?  Well,  I  suppose  just  this 
thing  you  are  trying  to  drive  at,  that  they  can  not  depend  on  all  their 
agents.  They  can  leave  certain  agents  entirely  alone,  and  they  do 
leave  certain  agents  entirely  alone. 

Mr.  Pkouty.  Now,  is  not  the  same  temptation  that  is  held  out  to 
them  held  out  to  a  larger  underwriting  agency  ? 

Mr.  S.  J.  Johnson.  1  do  not  think  it  is  temptation.  I  think  it  is 
lack  of  knowledge. 

Mr.  Pkouty.  \VeIl,  I  believe  I  have  been  at  the  other  end  enough  to 
know  that  the  local  agent  will  try  with  half  a  dozen  companies  to 
get  a  risk  taken  that  they  all  apparently  want  to  reject.  He  will  try 
it  with  one  company  and  then  try  it  with  another.  Now,  in  cases  of 
that  kind,  if  he  had  to  pass  on  it,  there  would  not  be  any  trouble  in 
us  fellows  out  in  the  country  getting  insurance,  would  there  ? 

^h:  S.  J.  Johnson.  "Well,  I  do  not  think  you  will  find  a  very  large 
per  cent  of  those  agents. 

Mr.  Peouty.  Did  you  ever  do  business  with  a  local  agency  who 
would  not  do  that? 

Mr.  S.  J.  Johnson.  The  better  agents  will  ask  you  to  carry  an 
accommodation  line ;  to  carry  $500  on  this  risk,  or  something  of  that 
kind,  but  the  good  agent,  as  a  practice,  will  not  try  to  shove  stuff 
through  on  you.  Some  small  agents  will.  Some  will  write  in  and 
ask  for  authority. 

Mr.  Peouty.  "Tou  have  never  had  any  experience  on  the  other  end — 
getting  insurance  for  properties,  have  you? 

Mr.  S.  J.  Johnson.  "Why,  working  for  a  brokerage  office  for  five 
years ;  yes. 

Mr.  Peouty.  Then,  perhaps,  you  understand  something  about  what 
I  am  trying  to  get  light  on. 

Mr.  S.  J.  Johnson.  A  broker  is  entirely  different  from  an  agent. 
A  broker  represents  the  assured  and  does  not  represent  any  com- 
pany. He  places  the  business  with  the  companies,  and  a  broker 
will — he  gets  a  commission,  but  not  as  large  a  commission  as  the 
agent,  and  it  is  no  object  to  him  if  he  burns  the  company  up,  be- 
cause he  can  trade  off  and  get  another  company,  but  a  good  broker 
is  as  careful  as  a  good  agent. 
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Mr.  Pkouty.  Do  your  instruction  or  daily  report  blanks  there  have 
a  requirement  asking  whether  or  not  the  risk  has  been  rejected  by 
other  companies? 

Mr.  S.  J.  Johnson.  No,  sir;  it  has  not.  I  can  say  that  offhand. 
We  determine  whether  we  want  the  risk  or  not  ourselves. 

Mr.  Pkotjty.  Of  course,  in  life  insurance,  they  have  that. 

Mr.  S.  J.  Johnson.  Yes;  but  not  in  fire  insurance. 

Mr.  Peotjtt.  Now,  to  get  clearly  what  I  am  trying  to  inquire  about, 
if  it  is  unsafe  to  let  the  man  that  writes  the  insurance  primarily  in  the 
local  community  be  the  judge  as  to  whether  or  not  the  risk  is  a  good 
one  and  the  premium  adequate — if  it  is  not  safe  to  let  those  fellows 
do  that — is  it  safe  to  risk  some  other  fellow,  who  only  has  an  interest 
in  the  premium  receipts  and  is  not  personally  responsible  for  the 
losses  that  occur? 

Mr.  S.  J.  Johnson.  Well,  you  do  not  assume  that  there  is  any  busi- 
ness pride  in  a  man  at  all,  or  that  he  wants  to  show  that  he  is  an 
underwriter ;  that  the  insurance  business  is  his  business. 

Mr.  Peotttt.  Well,  is  the  quality  or  the  extent  of  the  pride  any 
greater  in  one  class  of  agents  than  in  another? 

Mr.  S.  J.  Johnson.  Well,  take  the  Frelinghuysen's  office— the 
office  I  just  left.  Mr.  Frelinghuysen  is  a  big  man ;  he  has  been  in 
the  insurance  business  ever  since  he  was  20  years  old;  he  has  made 
a  success  of  it,  a  big  success  of  it,  and  he  is  proud  of  his  reputation, 
and  he  is  careful  about  the  business  he  selects,  because  he  wants  his 
companies  to  make  money. 

Mr.  Pkouty.  Well,  you  occasionally  find  that  kind  of  fellow  in  a 
local  agency,  do  you  not? 

Mr.  S.  J.  Johnson.  You  do ;  yes  sir. 

Mr.  Pkouty.  Then  the  whole  thing  finally  shifts  down  to  the  propo- 
sition as  to  the  quality  of  man  who  has  charge  of  either  the  local 
or  the  general  underwriting  agency? 

Mr.  S.  J.  Johnson.  I  would  say  decidedly  yes,  and  his  knowledge 
of  the  insurance  business. 

Mr.  Pkouty.  His  knowledge  and  quality. 

Mr.  S.  J.  Johnson.  Yes;  and  quality. 

Mr.  Pkouty.  But  so  far  as  the  temptation  of  the-  one  or  the  other 
is  concerned,  they  are  substantially  the  same? 

Mr.  S.  J.  Johnson.  No;  I  would  not  agree  with  you  there,  because 
the  bigger  the  business  gets  the  more  it  means  to  a  man  to  main- 
tain it. 

Mr.  Pkouty.  Well,  that  is  quantity.    I  am  speaking  about  quality. 

Mr.  S.  J.  Johnson.  Well,  I  can  not  see  it  in  your  light. 

Mr.  Pkouty.  Well,  I  haven't  got  any  light.  I  am  one  of  those 
fellows  who  is  seeking  light.  I  want  to  get,  if  I  can,  your  mental 
discrimination  between  the  temptations  to  put  insurance  upon  the 
books  by  the  little  fellow  and  by  the  big  fellow. 

Mr.  S.  J.  Johnson.  Well,  the  desire  might  be  there.  The  knowl- 
edge of  the  big  fellow,  who  has  had  the  experience  or  has  the  em- 
ployees who  have  had  the  experience,  his  knowledge  of  these  facts, 
that  you  can  not  get  away  with  certain  things ;  that  they  are  bound  to 
bum  you,  and  the  fact  that  his  continuation  in  business,  his  reputa- 
tion as  an  underwriter,  depends  entirely  on  the  success  that  he  makes 
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for  the  companies  he  represents  makes  him  more  careful  than  it  does 
a  local  agent. 

Mr.  Peotjty.  Well,  you  were  so  kind  as  to  say  that  the  success  of 
the  local  agent  depended  entirely  upon  the  same  qualities. 

Mr.  S.  J.  Johnson.  I  said  some  local  agents ;  not  all. 

Mr.  Peotjty.  Well,  that  applies  to  all  of  them  as  a  class,  does  it 
not? 

Mr.  S.  J.  Johnson.  No  ;  I  would  not  say  it  does. 

Mr.  Peouty.  Some  of  them  get  a  little  more  business  if  they  are 
rareless  and  "indifferent  to  the  kind  of  risks  they  take? 

Mr.  S.  J.  Johnson.  Well,  some  of  them  are  naturally  cardess. 
Take  a  nonboard  agent ;  he  does  not  know  what  rates  are  necessary 
to  produce  a  profit  in  the  business.  There  are  good  nonboard  agents, 
but  the  man  who  as  a  last  resort  has  taken  up  the  insurance  business 
and  gets  the  representation  of  some  company,  I  would  not  class  him  as 
a  good  agent.  That  is  whj'  the  nonboard  company  has  to  be  par- 
ticularly careful  in  the  selection  of  its  agents — to  get  into  an  office 
where  the  agent  has  through  a  period  of  years  shown  that  he  does 
Iniow  the  insurance  business. 

Mr.  Peouty.  But  there  is  not  any  insurance  company  that  allows 
any  local  agent  the  power  to  determine  what  risks  shall  or  shall  not 
be  taken  by  the  company? 

Mr.  S.  J.  Johnson.  No,  sir.    There  might  be  a  few  exceptions. 

Mr.  Peouty.  That  is  a  necessary  precaution. 

Mr.  S.  J.  Johnson.  Yes,  sir. 

]Mr.  Peouty.  And  it  is  necessary  in  the  case  of  the  high-grade  man, 
because  they  are  not  interested  in  the  question  of  the  loss,  and  there- 
fore are  simply  interested  in  the  premium? 

Mr.  S.  J.  Johnson.  You  are  referring  to  the  local  agents  now? 

Mr.  Peouty.  Yes;  the  local  agents. 

Mr.  S.  J.  Johnson.  Well,-  when  it  comes  down  to  your  agency 
contract  you  will  find  that  practically  all  these  agents  are  on  a  con- 
tingent commission  and  their  profit— you  take  an  agent's  commis- 
sion and  it  is  eaten  up  in  his  operating  expenses 

Mr.  Peouitt  (interposing).  Let  me  ask  you — see  if  this  is  true; 
take  the  case — of  course,  I  have  not  had  the  time  to  read  the  con- 
tracli — but  suppose,  for  instance,  the  Commercial  did  not  make  any 
sales  in  a  year,  would  Tuttle,  Wightman  &  Dudley  make  anything? 

Mr.  S.  J.  Johnson.  If  anything,  very,  very  little,  because  their 
■overhead  expenses  in  operating  their  office  eat  up  the  difference  be- 
tween what  they  pay  the  local  agents  and  what  they  get  from  the 
companies. 

Mr.  Caeusi.  Do  you  know  what  the  expense  of  the  pay  roll  of 
Tuttle,  Wightman  &  Dudley  (Inc.)  is? 

Mr.  S.  J.  Johnson.  Mr.  Fitch  could  more  properly  answer  that. 
He  is  the  office  manager. 

Mr.  Caeusi.  I  know  that ;  but  I  want  to  get  these  figures  in  so  that 
they  will  fit  in  with  Judge  Prouty's  further  questions. 

Mr.  S.  J.  Johnson.  An  aggregate  rate  of  $35,000. 

Mr.  Redfield.  For  how  long. 

Mr.  Caeusi.  At  the  rate  of  $35,000  a  year;  the  present  pay  roU 
.and  the  traveling  expenses,  $10,000. 

Mr.  S.  J.  Johnson.  Including  the  field  men;  yes.  sir. 
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Mr.   Caeusi.  Including  the  field  men  and  the  printing  for  the 
underwriting. 

Mr.  S.  J.  Johnson.  That  was  a  little  over  $5,000. 
Mr.  Peouty.  How  much  ? 

Mr.  S.  J.  Johnson.  A  little  over  $5,000.     That  means  purchasing 
policies  and  getting  data  and  information. 

Mr.  Caeusi.  Let  us  make  a  little  calculation  on  that.    That  makes 
$50,000  a  year. 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.    Caeusi.  That   is,   expenses   to   the   underwriting   agency   in 
putting  the  business  upon  the  books  of  the  company  ? 
Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  Their  contract  allows  them  35  per  cent  of  the  amount 
of  the  premium  ? 
•     Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  Do  you  know  what  the  average  premium  is  that  they 
pay  a  local  agent? 

Mr.  S.  J.  Johnson.  Between  26  and  27  per  cent. 
Mr.  Caeusi.  Let  us  take  26  per  cent.     That  leaves  9  per  cent. 
Mr.  S.  J.  Johnson.  Yes,  sir;  and  there  is  another  commission. 
Mr.  Caeusi.  Wait  a  moment.     Let  us  take  one  step  at  a  time. 
That  is  9  per  cent. 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  They  pj,y,  although  not  required  to  do  so,  out  of  their 
contract  2  per  cent  upon  the  local  business  in  certain  localities  to 
stockholders  in  the  company,  do  they  not? 
Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  For  a  confidential  report  upon  the  moral  hazard  of 
the  risks  in  that  section? 

Mr.  S.  J.  Johnson.  They  do;  yes. 

Mr.  Caeusi.  If  that  should  average  2  per  cent  or  even  1  per  cent, 
that  would  leave  8  per  cent,  would  it  not? 
Mr.  S.  J.  Johnson.  Eight  per  cent;  yes,  sir. 

Mr.  Caeusi.  How  much  business  would  have  to  be  written  for 
them  to  get  back  the  $50,000? 
Mr.  S.  J.  Johnson.  A  little  over  $600,000,  figuring  this  8  per  cent, 
Mr.  Caeusi.  They  would  have  to  write  over  $600,000  worth  of 
business  on  the  books  to  get  the  8  per  cent? 
Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  And  in  that  business  there  could  be  included  no  can- 
cellations ? 
Mr.  S.  J.  Johnson.  No ;  that  is  net  business. 
Mr.  Caeusi.  Net  business  over  and  above  all  cancellations? 
Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  They  put  $263,000  on  the  books  of  the  Commercial 
Co.  during  1912.  Do  you  know  how  much  cancellation  and  rejected 
business  there  was? 

Mr.  S.  J.  Johnson.  About  $80,000  cancelled  by  us  and  rejected 
by  us. 
Mr.  Caeusi.  Business  you  would  not  accept  for  the  company? 
Mr.  S.  J.  Johnson.  Business  we  would  not  accept. 
Mr.  Caeusi.  That  involved  a  loss  of  the  commission  on  that  busi- 
ness? 
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Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  In  order  that  this  contract  may  be  of  any  value  to 
Tuttle,  Wightman  &  Dudley  (Inc.),  the  company  must  be  built  up 
to  a  point,  according  to  these  figures,  where  they  can  write  in  excess 
of  $600,000  of  net  premiums,  out  of  which  to  derive  some  contingent 
profit. 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Carusi.  Let  us  take  the  local  agent  situation.  You  admit  that 
human  nature  is  probably  much  the  same  in  the  general  agent  and 
underwriter  as  it  is  in  the  local  agent.  Let  us  see  whether  the  temp- 
tation is  or  is  not  the  same.  The  local  agents  get  26  or  27  per  cent 
of  the  premium. 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Carusi.  If  he  puts  the  policy  o^•e^  on  the  company  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Carusi.  What  expense  is  he  under? 

Mr.  S.  J.  Johnson.  On  the  direct  business  his  office  expenses.  On 
business  that  other  agents  place  for  him  he  has  to  pay  them  a  com- 
mission. 

Mr.  Carusi.  Let  us  take  the  direct  business.  That  business  comes 
to  him  without  any  expense  except  the  expense  of  his  office,  assum- 
ing that  he  is  not  in  any  other  business  than  the  fire  insurance  busi- 
ness ? 

Mr.  S.  J.  Johnson.  Yes,  sir ;  the  maintenance  of  his  office. 

Mr.  Carusi.  If  he  is  a  real  estate  agent,  for  instance,  and  handles 
fire  insurance  business,  that  26  or  27  per  cent  is  all  profit  to  him,  is 
it  not? 

Mr.  S.  J.  Johnson.  Yes,  sir ;  you  can  class  it  as  profit. 

Mr.  Carusi.  Outside  of  postage? 

Mr.  S.  J.  Johnson.  The  postage  is  generally  paid  by  the  company. 

Mr.  Carusi.  So  that  whether  he  gets  any  contingent  or  not  he  has 
made  2(1  per  cent  on  the  business  if  he  can  get  the  company  to 
accept  it? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Carusi.  The  contracts  made  with  the  local  agency  are  deter- 
minable at  the  will  of  the  company,  are  they  not  ? 

Mr.  S.  J.  Johnson.  Absolutely. 

Mr.  Carusi.  He  can  not  be  sure,  unless  he  is  very  conservative  and 
makes  money  for  the  company,  that  he  will  ever  profit  by  that  in 
the  future? 

Mr.  S.  J.  Johnson.  He  can  not  be  sure,  you  say? 

Mr.  Carusi.  Yes. 

Mr.  S.  J.  Johnson.  No.  Of  course,  he  can  ask  to  be  put  on  a  con- 
tingent basis,  but  it  is  not  a  sure  thing  he  will  get  it. 

Mr.  Carusi.  The  companies  will  not  make  a  binding  contract  for 
a  period  of  time  with  their  local  agents? 

Mr.  S.  J.  Johnson.  No. 

Mr.  Carusi.  None  of  the  companies  do  that,  do  they? 

Mr.  S.  J.  Johnson.  No. 

Mr.  Caeusi.  Is  it  not  likely  that  a  local  agent  will  find,  after  he 
has  built  up  a  big  business  in  a  particular  territory,  that  the  business 
may  be  taken  away  from  him  and  the  company  operate  it  from  the 
home  office? 
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Mr.  S.  J.  Johnson.  No.  He  is  not  apt  to  lose  all  of  his  business- 
The  local  business  stays  with  the  local  agent  unless  an  outside  broker 
gets  the  local  business. 

Mr.  Cahusi.  I  will  ask  you,  in  the  light  of  the  facts  that  have  been 
developed  concerning  what  may  be  called  the  Tuttle,  "Wightman  & 
Dudley  (Inc.)  temptation  on  the  one  hand  and  the  local  agent  temp- 
tation on  the  other  hand,  whether  you  consider  that  there  is  any 
parallel  whatever  between  the. two? 

Mr.  S.  J.  Johnson.  No;  except  on  the  assumption  that  a  big  thing 
is  much  more  valuable  than  an  ordinary  business. 

Mr.  Peouty.  Eight  in  that  connection,  I  notice  this  contract  is 
not  with  Tuttle,  Wightman  &  Dudley  (Inc.). 

Mr.  Caetjsi.  They  were  not  incorporated  at  the  time  it  was  ex- 
ecuted, but  afterwards  they  incorporated  their  business  under  a 
proper  resolution  of  the  board. 

Mr.  Peoutt.  This  contract  is  a  personal  one  and  can  not  be  as- 
signed without  the  consent  of  the  original  parties. 

Where  do  Tuttle,  Wightman  &  Dudley  have  their  offices?  ; 

Mr.  S.  J.  Johnson.  In  the  Southern  Building. 

Mr.  Protjtt.  Do  they  pay  rent  to  that  company? 

Mr.  S;  J.  Johnson.  That  is  something  I  could  not  tell  you. 

Mr.  Caetjsi.  I  will  develop  in  the  testimony  that  they  do.- 

Mr.  Peoutt.  You  spoke  of  a  second  commission  in  addition  to  this 
25  per  cent. 

Mr.  S.  J.  Johnson.  A  contingent  commission.  It  is  known  as  a 
contingent  commission;  yes,  sir.  ■ 

Mr.  Peoutt.  What  is  that  contingent  commission  ? 

Mr.  S.  J.  Johnson.  A  contingent  commission  is ,1 

Mr.  Peoutt.  I  know  what  the  principle  of  it  is.  What  is  .the 
amount  of  it  ? 

Mr.  S.  J.  Johnson   Ten  per  cent. 

Mr.  Peoutt.  That  makes  45  per  cent  commission  if  they  earn  it? 

Mr.  S.  J.  Johnson.  No;  it  could  never  equal  45  per  cent  of  the 
premium  income,  because  from  the  premium  income  is  deducted  the 
losses. 

Mr.  Peoutt.  It  is  10  per  cent  of  the  net  earnings. 

Mr.  S.  J.  Johnson.  It  is  10  per  cent  of  the  underwriting  profit; 
yeSj  sir.  It  is  10  per  cent  of  the  underwriting  profit,  which  is  an 
entirely  different  thing  from  the  gross  premium  income. 

Mr.  Peoutt.  And  to  that  extent  their  relations  to  the  company 
would  be  different  from  the  local  agents  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Carusi.  You  do  not  mean  to  indicate  by  that  answer  that  that 
is  the  only  extent  to  which  they  are  different? 

Mr.  S.  J.  Johnson.  No  ;  but  just  one. 

Mr.  Peoutt.  You  have  not  any  others  except  the  ones  you  have 
given?  .    ^ 

Mr.  S.  J.  Johnson.  Those  that  I  talked  over  with  you ;  yes,  sir. 

Mr.  Caeusi.  I  have  no  further  questions. 

Mr.  Eedfield.  I  notice  the  forms  that  you  cave  put  into  the  record, 
namely,  the  instructions,  the  line  sheet  and  the  prohibited  list,  of 
which  there  are  two  copies- —  r   -.        i 

'  71391— is'o.ia— 13- — 3  -^ 
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Mr.  S.  J.  JoiiNSOx  (interposing).  One  for  each  company;  one  for 
the  Commercial  and  one  for  the  First  National. 

Mr.  Ebdfield  (continuing).  Are  dated  January  1,  1913. 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Redfield.  What  was  used  prior  to  that  date? 

Mr.  S.  J.  Johnson.  A  list  that  was  slightly  different  from  this.  I 
came  down  here  the  lattei"  part  of  November,  and  I  added  some  daises 
to  this  and  made  some  changes,  and  we  got  out  a  new  issue. 

Mr.  Eedfield.  In  other  words  you  revised  the  standard  forms  of 
the  companj^  that  you  found  in  use  at  that  time  and  these  are  the 
results  of  your  revision.    Is  that  correct? 

Mr.  S.  J.  Johnson.  Standard  forms?  What  do  you  m?an  by 
standard  forms? 

Mr.  RbdpieijD.  The  forms  they  had  in  use  at  the  time  you  came. 

Mr.  S.  J.  Johnson.  Do  you  mean  their  prohibited  list  and  the  line 
sheet? 

Mr.  Redfield.  These  forms;  yes. 

Mr.  S.  J.  Johnson.  Yes,  sir;  I  revised  them  to  a  certain  extent 
after  consultation  with  Mr.  Tuttle. 

Mr.  Redfield.  Why  did  you  leave  Frelinghuyseaa  ? 

Mr.  S.  J.  Johnson.  Because  I  was  offered  this  opportunity  here, 
which  looked  like  a  bigger  thing  to  me  in  the  ultimate  ih»i).  my  con- 
nection with  Frelinghuysen. 

Mr.  Redfieij>.  Were  you  offered  a  larger  salary? 

Mr.  S.  J.  Johnson.  No;  my  salary  for  the  first  yegr,  is  identical 
with  what  I  got  from  Frelinghuysen, 

Mr.  Redfjeld,  It  was  the  future  that  caused  you  to  come  here  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Redfield.  In  what  States  is  your  company  now  doing  business? 

Mr.  S.  J.  Johnson.  The  Commercial? 

Mr.  Redfield.  Yes. 

Mr.  S.  J.  Johnson.  In  New  Jersey,  Pennsylvania^  Ohio,  Michigan, 
Illinois,  Missouri,  Virginia,  West  Virginia,  Georgia,,  Alabapta,  Loui- 
.siana,  aJid  Maryland. 

Mr.  Redfield.  How  long  have  you  been  doing  business  in  th^  State 
of  Missouri  ? 

Mr,  S.  J.  Johnson.  Since  May  or  June. 

Mr.  Redfield.  You  are  speaking  now  of  the  Cominercial  Co.? 

Mr.  S.  J.  Johnson.  Yes,  sir;  the  First  National  has  entered  New 
Jersey,  Illinois,  and  Pennsylvania  only. 

Mr.  Redfield.  What  was  the  first  one  ? 

Mr.  S.  J.  Johnson.  New  Jersey,  Illinois,  and  Penn§ylyani9', 

Mr.  Redfield.  You  are  not  doing  business  in  the  State  of  Wis- 
consin ? 

Mr.  S.  J.  Johnson.  No. 

Mr.  REDiE^EEajo.  Or  Maine? 

Mr-  S.  J.  Johnson.  No. 

Mr.  B^MEjJx  Or  Massachusetts? 

Mr.  S.  J.  Johnson.  No. 

Mil,  ItejKFpvLD.  Or  New-  York? 

Mr.  S.  J;  J©Ha^8c»f.-  Or  New  Yoric 

Mr.  Redfield.  To  your  knowledge,  is^th^eiWOy.ap>pJi9lwti®apfiod^Bg 
on  the  part  of  your  company  to  be  admittf^  to.,thQ|iP  fpui^  ^t**-^- 
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Mr.  S.  J.  Johnson.  Absolutely,  no.  Maine  I  would  not  'enter 
under  any  conditions.  The  loss  ratio  in  Maine  is  too  severe  for  us. 
Their  loss  ratio  over  a  period  of  30  years  is  64.6  per  cent ;  during  the 
past  5  years,  77  per  cent. 

Mr.  Eedfield.  Is  it  for  that  reason  you  are  taking  no  steps  to  enter 
Massachusetts  and  New  York  or  Wisconsin? 

Mr.  S.  J.  Johnson.  Massachusetts  has  a  loss  ratio  of  65  per  cent, 
and  the  average  rate  in  Massachusetts  is  97  cents.  That  is  entirely 
too  low  for  a  small  company  or  any  company  until  it  has  grown 
large  to  attempt  to  go  in  there  and  demand  the  best  business. 

Mr.  E.BDriEiJ>.  Then,  for  the  monietit,  not  being  in  a  position  to 
demand  the  best  business,  you  feel  that  Massachusetts  is  an  unde- 
sirable State? 

Mr.  S.  J.  Johnson.  For  that  reason,  yes;  for  the  reason  that  we 
could  not  get  what  we  ne6d  in  order  to  show  a  profit. 

Mp.  REDPiEiLO.  What  are,  the  ffects,  to  your  knowledge,  with  regard 
to  the'  State  of  Wisconsin  ? 

Mr.  S.  J.  Johnson.  Wisconsin  is  rather  a  bad  State.  If  I  went 
into  Wisconsin  I'  would  go  into  Milwaukee  only.  Wisconsin  shows, 
for  a  period  of  30  years,  51  per  cent.  In  the  last  6  years  that  has 
gone  down  to  47  per  cent,  which  would  indicate  that  Wisconsin 
is  growing  better. 

Mr.  RedheU).  From  your  point  of  view  do  you  regard  Wisconsin 
as  an  undesirable  State? 

Mr.  S.  J.  Johnson.  No,  sir ;  I  have  made  arrangements  for  Wis- 
consin; that  is,  temporarily  in  Milwauk-ee  only.  Gradually  as  we 
build  we  will  go  into  the  smaller  cities  in  the  State  of  Wisconsin. 

Mr.  Redfield.  Are  you  doing  business  in  Milwaukee? 

Mr.  S.  J.  Johnson.  No,  sir;  we  are  not  entered  in  Wisconsin  yet. 

Mr.  Redfield.  Did  I  understand  you  to  say  that  you  are  making 
arrangements  to  do  so? 

Mr.  S.  J.  Johnson.  Yes,  sir;  for  local  representatives.  I  made 
arrangements  for  a  local  agent.  We  can  not  apply  for  admission  to 
the  State  at  the  present  time. 

Mr.  REDFrEij>.  Why  not? 

Mr.  S.  J.  Johnson.  It  would  not  be  advisable 

Mr.  Redfield.  Do  you  mean  for  reasons  of  your  own? 

Mr.  S.  J.  Johnson.  No;  except  that  the  insurance  commissioner 
would  undoubtedly  say  to  us,  "  I  will  wait  until  the  investigation 
is  over." 

Mr.  Redfeld.  With  regard  to  th«'  State  of  New  York,  what  is  the 
situation  ? 

Mrj  S.  Ji  Johnson.  New  York-  has  been  a  fairly-  good  State. 
Some  of  the  companies  have  made  money  and  some  have  had  to 
go  out  of  New  York.  New  Y^ork^s  average  for  30  years  is  54^5  per 
cent.    It  is  getting  better.    It  is  49  per  cent  for  the  past  five /^ears. 

Mr.  Redfield.  What  are  the  best'five>Sitfttesin  the  Ualited  States 
in  their  loss  ratio? 

Mti  S.  J'.  JeHN^o-N.  OaMfornia'  is  fiBst;  it  is  28  per  cent,  I'believe, 
from  the  records. 

Mr;  REnFlEtDi  Just  g^e<  them  to- me  with  their  respective  ratios,  if 
you  please. 

Mr.  S.  J.  Johnson.  California,  fo»' the- "last- fi?veryfears,  34.3  per 
cent;  Colorado,  36.5  per  cent;  New  Jersey,  39i3  pfcr  cen*;  Ohioy'j41.I 
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per  cent;  Oregon,  42.2  per  cent;  Pennsylvania,  44.6  per  cent.  That 
is  more  than  five  States;  it  is  six  States. 

Mr.  Redfield.  Just  go  on ;  give  me  three  or  four  more. 

Mr.  S.  J.  Johnson.  New  York,  49  per  cent;  Virginia,  45.4  per 
cent;  West  Virginia,  61.6  per  cent.  Montana  is  very  good,  only  30.5 
per  cent,  but  the  premium  income  is  comparatively  small  in  Montana. 

Mr.  Redfielo.  That  is  10  you  have  given. 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Eedfield.  Out  of  the  10  States  that  you  have  given  me  as  the 
10  best  States,  as  I  understand  it,  your  company  is  operating  in  New 
Jersey,  in  Pennsylvania,  in  Ohio,  in  Virginia,  in  West  Virgmia,  and 
that  is  all ;  5  States  out  of  the  10.     Is  that  correct  ? 

Mr.  S.  J.  Johnson.  I  do  not  remember  the  10  that  I  gave  you. 

Mr.  Eedfield.  I  will  read  them  to  you  from  the  record.  The  10 
whose  names  you  gave  are  California,  Colorado,  New  Jersey,  Ohio, 
Oregon,  Pennsylvania,  New  York,  Virginia,  West  Virginia,  and  Mon- 
tana. Now,  if  I  understand  your  previous  answer  correctly,  you  are 
doing  business,  out  of  those  10  States,  in  the  following  5 :  New  Jer- 
sey, Pennsylvania,  Ohio,  Virginia,  and  West  Virginia.  Is  that  cor- 
rect? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Eedfield.  And  j'ou  are  not  doing  business  in  the  5  good  States 
of  California,  Colorado,  Oregon,  Montana,  and  New  York? 

Mr.  S.  J.  Johnson.  Yes,  sir;  that  is  correct. 

Mr.  Eedfield.  Will  you  give  now  the  loss  ratio  of  the  following 
States  as  I  name  them  to  you  ?    Alabama  ? 

Mr.  S.  J.  Johnson.  55.3  per  cent. 

Mr.  Eedfield.  Georgia? 

Mr.  S.  J.  Johnson.  53.8  per  cent. 

Mr.  Eedfield.  Maryland? 

Mr.  S.  J.  Johnson.  42.5  per  cent. 

Mr.  Eedfield.  Missouri? 

Mr.  S.  J.  Johnson.  55.9  per  cent. 

Mr.  Eedfield.  Illinois? 

Mr.  S.  J.  Johnson.  48.6  per  cent. 

Mr.  Eedfield.  Louisiana? 

Mr.  S.  J.  Johnson.  49.7  per  cent. 

Mr.  Eedfield.  Michigan? 

Mr.  S.  J.  Johnson.  52.6  per  cent. 

Mr.  Eedfield.  And  that  completes,  does  it  not,  the  list  of  States 
in  which  you  are  now  doing  business  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Eedfield.  Can  you  say  from  your  records  what  the  loss  ratio 
is  in  Iowa? 

Mr.  S.  J.  Johnson.  From  this  book  ? 

Mr.  Eedfield.  Yes. 

Mr.  S.  J.  Johnson.  44.9  per  cent. 

Mr.  Eedfield.  What  period  does  that  cover  ? 

Mr.  S.  J.  Johnson.  That  is  for  the  past  5  yea,rs,  and  for  30  years 
45.7  per  cent ;  very  nearly  the  same.  .      - 

Mr.  Eedeield.  Have  the  loss  ratios  you  hsive  given  in  every  case 
been  for  the  last  5  years?  ,  . 

Mr.  S.  J.  Johnson.  Yes,  sir.  '  ■  •' 

Mr.  Eedfield.  In  each  case?  -,,  .    ■  ■-.  — 
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Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Eedfield.  What  is  the  loss  ratio  in  Arkansas  ? 

Mr.  S.  J.  Johnson.  57.9  per  cent. 

Mr.  Eedfleld.  You  are  not  doing  business  in  the  State  of  Cali- 
fornia, as  I  understand  it? 

Mr.  S.  J.  Johnson.  No,  sir ;  not  yet. 

Mr.  Eedfield.  Is  the  First  National  doing  business  in  the  State 
of  California? 

Mr.  S.  J.  Johnson.  Not  yet ;  no,  sir. 

Mr.  Eedfield.  Is  either  company  doing  business  in  Canada  ? 

Mr.  S.  J.  Johnson.  No,  sir. 

Mr.  Eedfield.  You  have  nothing  to  do  with  the  sale  of  stock  of 
the  corporation,  have  you  ? 

Mr.  S.  J.  Johnson.  No,  sir ;  nothing  whatever. 

Mr.  Eedfield.  That  is  all. 

Mr.  Caettsi.  Just  two  questions,  Mr.  Johnson,  on  this  choice  of 
territory.  In  addition  to  the  average  loss  ratio  of  a  particular  State 
being  one  of  the  factors  that  would  influence  you  or  a  company  in 
entering  the  State,  would  not  the  fact  that  perhaps  you  could  get 
your  company  into  a  particularly  desirable  agency  in  some  State  be 
an  important  consideration? 

Mr.  S.  J.  Johnson.  That  is  the  line  that  one  works  along. 

Mr.  Carusi.  Then,  would  not  the  further  fact  that  in  some  States, 
such  as  Louisiana,  for  instance,  it  is  a  matter  of  common  knowledge 
that  parts  of  the  State  are  excellent  and  other  parts  of  the  State 
very  dangerous,  and  that  after  entering  such  a  State  a  company 
may  limit  its  operations  to  the  desirable  portion  of  the  State  ? 

Mr.  S.  J.  Johnson.  We  have  10  agents  in  the  State  of  Louisiana, 
and  all  of  them  in  the  southern  part,  which  is  the  profitable  part. 
We  have  been  in  there  for  four  months,  and  we  have  not  had  a  penny's 
loss  in  Louisiana. 

Mr.  Caeusi.  The  loss  ratio  which  you  have  just  read  for  Louisiana 
is  of  course  for  the  entire  State? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  That  is  all  I  have  to  ask  you. 

Mr.  Eedfield.  Do  you  do  business  in  the  city  of  New  Orleans  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Eedfield.  Within  the  last  month  have  you  seen  a  publication 
to  the  effect  that  New  Orleans  was  that  city  which  is  most  subject 
to  conflagrations,  and  most  hazardous  on  that  account,  together  with 
maps  showing  why  ? 

Mr.  S.  J.  Johnson.  I  have  not  lately.  New  Orleans  has  been 
looked  upon,  or  was  looked  upon,  until  about  three  years  ago,  as 
possibly  the  next  conflagration  victim,  but  they  have  put  in  a  high- 
pressure  water  system  down  there.  Their  trouble  always  has  been  a 
lack  of  water,  but  they  put  in  a  high-pressure  system,  and  New 
Orleans  has  had  a  reduction  in  rate,  which  would  indicate  that  the 
underwriters  do  not  look  upon  New  Orleans  as  being  as  bad  as  it  was. 

Mr.  Eedfield.  Does  that  cover  the  whole  city  ? 

Mr.  S.  J.  Johnson.  No  ;  only  the  congested  district  liability — the 
business  section.  That  is  where  high-pressure  systems  generally 
apply. 

Mr.  Eedfield.  Is  not  the  chief  security  of  New  Orleans  the  width 
of  Canal  Street? 
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Mr.  S.  J.  Johnson.  From  a  general  eonflagration  any  wide  street 
in  any  city  is  a  safeguard,  although  in  the  San  Francisco  fire  some 
pretty  wide  streets  were  jumped — Market  Street. 

Mr.  Cahttsi.  Do  you  know  whether  or  not  there  is  not  loaded  on 
the  rate  some  percentage  to  take  care  of  the  so-called  conflagration 
hazard  ? 

Mr.  S.  J.  Johnson.  In  making  up  rates  on  all  big  cities  a  charge 
for  conflagration  hazard  is  considered  in  the  basis  rate. 

Mr.  Caeusi.  About  how  much  is  that  premium,  do  you  know? 

Mr.  S.  J.  Johnson.  It  depends  entirely.  There  is  a  committee 
appointed  or  handled  by  the  National  Board  of  Fire  Underwrityrs 
that  has  a  subcommittee  which  inspects  and  reports  on  all  these 
cities  as  to  the  condition  of  waterworks,  fire  departments,  fire  alarms, 
etc.;  the  possibility  of  conflagrations  and  the  areas  covered.  These 
charges  in  these  various  sections  are  based  on  this  report,  and  it 
varies  in  various  sections  of  the  city  and  it  vai'ies  in  cities. 

Mr.  Caeusi.  In  running  a  daily  report  through  the  maps — is  that 
what  you  call  it  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Caeusi.  By  the  line  clerk 

Mr.  S.  J.  Johnson  (interrupting).  Or  the  map  clerk. 

Mr.  Caeusi.  Is  not  special  regard  given  to  the  question  of  possible 
conflagrations  and  the  extent  of  hurt  to  your  particular  company  in 
such  a  case? 

Mr.  S.  J.  Johnson.  As  soon  as  a  company  gets  anything  that  can 
be  considered  a  liability  in  any  city  it  will  be  limited  in  the  con- 
flagration district  just  the  same  as  the  limit  on  the  amount  we  will 
carry  on  the  stockyards  in  Chicago  and  other  places;  so  that  it  will 
be  impossible  to  wipe  out  the  company  in  any  ordinary  big  fire. 

Mr.  Caeusi.  Of  course  if  the  entire  city  of  New  York  were  to  burn 
up  it  would  put  almost  all  of  the  insurance  companies  out  of  busi- 
ness immediately,  would  it  not? 

Mr.  S.  J.  Johnson.  Yes.  It  would  not  affect  us  at  the  present 
time;  but  it  would  undoubtedly  put  out  any  company  doing  busi- 
ness in  New  York. 

Mr.  Redfield.  Did  you  find,  when  you  come  into  the  employ  of 
the  Commercial  Fire  Insurance  Co.  that  they  had  maps  for  all  the 
territory  in  which  they  were  insuring? 

Mr.  S.  J.  Johnson.  They  had  maps  for  a  large  portion  of  it,  and 
had  under  way  arrangements  to  secure  additional  maps  which  have 
since  come.  The  arrangement  was  made  before  I  came  here,  and 
since  I  came  here  arrangements  have  been  made  for  more  maps.  I 
am  gping  up  to  Philadelphia  to  endeavor  to  buy  some  more  maps 
from  the  Jefferson,  which  sold  out.  Very  few  companies  have  maps 
of  all  the  towns  they  are  in.  Maps  are  costly  things,  and  they  are 
purchased  slowly  as  territory  or  the  income  develops  in  a  town  and 
make  it  necessary  to  have  a  map.  You  can  keep  your  losses,  where 
your  liability  is  limited,  on  cards.  Until  you  begin  to  accumulate 
a  liability,  you  reall}'  do  not  need  a  map. 

Mr.  Caeusi.  "VSTiat  would  completed  maps  for  the  State  of  Pennsyl- 
vania cost,  for  instance? 

Mr.  S.  J.  Johnson.  For  every  town  in  Pennsylvania? 

Mr.  Caeusi.  Yes ;  all  the  fire  maps  for  the  State  of  Pennsylvania. 

Mr.  S.  J.  Johnson.  Probably  $25,000.    There  are  28  volumes  of 
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them  for  Phrlad©l;fihia  alone,  if  I  remember  correctly,  and  they  cost 
$75  a  volume.  We  have  just  purchased  eight  volumes  of  Ghieago. 
Two  of  them  cost  $150  and  the  others  $75.  The  Sanborn  maps  are 
very,  very  costly.  Small  town  maps  cost  $12  to  $15  to  $20,  depend- 
ing on  how  many  pages  there  are  in  thein.    They  are  sm'all. 

Mr.  Pegtjtt.  I  understand  you  are  in  the  employ  of  Tuttle,  Wight- 
man  &  Dudley  (Inc.)  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Peouty.  To  tf hom  do  you  report,  as  a  representative  of  "€he 
insurance  company? 

Mr.  S.  J.  Johnson.  I  do  not  report  to  the  insurance  company  at  all. 

Mr.  Peouty.  With  whom  do  you  deal,  then  ? 

Mr.  S.  J.  Johnson.  With  whom  do  I  deal  personally? 

Mr.  Peouty.  Well,  anybody  that  you  see  around  there  ? 

Mr.  S.  J.  Johnson.  Tuttle,  Wightman  &  Dudley  entirely. 

Mr.  Peouty.  I  notice  under  the  contract  which  you  have  referred 
to  and  in  which  you  have  an  interest,  by  your  statement 

Mr.  S.  J.  Johnson  (interrupting).  Yes;  I  have  a  separate  contract 
with  Tuttle,  Wightman  &  Dudley. 

Mr.  Peouty.  That  makes  you  interested,  of  course,  in  the  net  re- 
turns or  contingent  fees  coming  from  this  contract  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Peouty.  What  I  am  trying  to  find  out  is  with  whom  you  deal ; 
what  person  down  there  representing  the  insurance  company  ? 

Mr.  S.  J.  Johnson.  Mr.  Grove,  the  secretary,  and  Mr.  McKee,  the 
assistant  secretary  of  the  Commercial. 

Mr.  Peouty.  Mr.  Grove? 

Mr.  S.  J.  Johnson.  Yes,  sir ;  secretary  of  the  Commercial. 

Mr.  Peouty.  He  is  the  one  with  whom  you  really  do  business  When 
you  are  doing  business  with  the  company  ? 

Mr.  S.  J.  Johnson.  He  is  the  one;  yes,  sir. 

Mr.  Peouty.  What  position  does  he  occupy  ? 

Mr.  S.  J.  Johnson.  Secretary. 

Mr.  Peouty.  Of  which  company? 

Mr.  S.  J.  Johnson.  The  Commercial. 

Mr.  Peouty.  Who  represents  the  other  company  ? 

Mr.  S.  J.  Johnson.  Mr.  Dudley  is  the  secretary  and  Mr.  Davis  is 
the  assistant  secretary. 

Mr.  Peouty.  In  dealing  with  the  company  vou  deal  with  Mr. 
Dudley? 

Mr.  S.  J.  Johnson.  In  the  First  National ;  yes,  sir. 

Mr.  Peouty.  Is  that  the  same  Mr.  Dudley  that  is  a  member  of  this 
firm? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Peouty.  Who  is  the  president  of  the  Commercial  ? 

Mr.  S.  J.  Johnson.  Mr.  Tuttle. 

Mr.  Peouty.  He  is  the  same  one  that  is  a  member  of  the  firm  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Peouty.  Who  is  the  president  of  the  National  ? 

Mr.  S.  J.  Johnson.  Mr.  Wynne. 

Mr.  Prouty.  Is  he  there  in  active  charge? 

Mr.  S.  J.  Johnson.  Yes,  sir ;  he  is  there  at  the  office. 

Mr.  Peouty.  He  is  there  in  the  office  all  the  time,  practically  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 
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Mr.  Redfield.  So  that  Mr.  Dudley  is  vice  president  of  one  of  these 
insurance  companies? 

Mr.  S.  J.  Johnson.  No;  he  is  secretary. 

Mr.  Eedfield.  Mr.  Dudley  is  secretary  of  which  company  ? 

Mr.  S.  J.  Johnson.  The  First  National. 

Mr.  Eedfield.  And  in  active  charge  of  the  office? 

Mr.  S.  J.  Johnson.  Mr.  Davis  is  the  man  who  does  the  secretary's 
work. 

Mr.  Redfieu).  Mr.  Dudley's  position  is  a  nominal  one? 

Mr.  S.  J.  Johnson.  I  would  consider  it  so  from  an  employment 
point  of  view  or  from  a  working  point  of  view. 

Mr.  Redfield.  He  does  not  spend  his  full  time  there  ? 

Mr.  S.  J.  Johnson.  His  time  is  spent  there.  The  secretary's  work 
is  taken  up  in  keeping  up  the  figures  that  are  necessary  for  the  main- 
tenance of  the  insurance  company. 

Mr.  Redfield.  Does  Mr.  Dudley  do  that  or  Mr.  Davis  ? 

Mr.  S.  J.  Johnson.  Mr.  Davis  does  that. 

Mr.  Redfield.  What  does  Mr.  Dudley  do  in  the  First  National  Co.  ? 

Mr.  S.  J.  Johnson.  Since  I  have  been  there  Mr.  Dudley  has  been 
up  here  practically  all  the  time  at  this  investigation. 

Mr.  Redfield.  Was  that  so  in  the  months  of  November  and  De- 
cember ? 

Mr.  S.  J.  Johnson.  I  went  there  the  last  of  November.  I  was  on 
the  road  a  good  part  of  December. 

Mr.  Redfield.  So  as  regards  December  you  do  not  know  ? 

Mr.  S.  J.  Johnson.  No,  sir ;  I  can  not  tell  you. 

Mr.  Redfield.  What  does  Mr.  Tuttle  do  in  the  office  of  the  Com- 
mercial Co.? 

Mr.  S.  J.  Johnson.  Mr.  Tuttle  is  there  from  about  8  o'clock  in  the 
morning  until  about  9  or  10  every  night,  except  when  he  is  up  here. 

Mr.  Redfield.  Attending  to  the  business  or  the  Commercial  Co.? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Redfield.  What  does  Mr.  Tuttle  do  in  connection  with  the 
affairs  of  Tuttle,  Wightman  &  Dudley  (Inc.)  ? 

Mr.  S.  J.  Johnson.  The  two  are  allied.  The  mail  that  comes  in 
comes  in  for  Tuttle,  Wightman  &  Dudley  or  for  the  Commercial  Fire 
Insurance  Co. 

Mr.  Redfield.  Does  it  all  go  to  the  same  desk  ? 

Mr.  S.  J.  Johnson.  When  it  first  comes  in ;  but  it  is  separated  and 
goes  to  the  -various  departments  in  the  office. 

Mr.  Redfield.  Mail  that  comes  into  the  office  addressed  either  to 
the  Commercial  Co.  or  to  Tuttle,  Wightman  &  Dudley  goes  to  Mr. 
Tuttle's  desk? 

Mr.  S.  J.  Johnson.  Only  as  it  is  opened.  The  mail  that  belongs 
to  the  Commercial,  with  reference  to  losses  and  things  of  that  kind, 
goes  to  Mr.  Grove  or  to  Mr.  McKee. 

Mr.  Redfield.  Who  sends  it  to  Mr.  Grove  or  Mr.  McKee? 

Mr.  S.  J.  Johnson.  Mr.  Tuttle  or  the  mail  opener,  you  might  say, 
the  man  who  opens  the  mail  ? 

Mr.  Redfield.  What  does  Mr.  Dudley  do  in  the  office  of  Tuttle, 
Wightman  &  Dudley  (Inc.)  ? 

Mr.  S.  J.  Johnson.  That  is  something  I  can  not  tell  you ;  I  do  not 
know. 

Mr.  Redfield.  What  does  Mr.  Wightman  do  ? 
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Mr.  S.  J.  Johnson.  That  is  another  thing  I  can  not  tell  you.  I  am 
busy  when  I  am  there  and  I  d,o  not  look  around  much. 

Mr.  Eedfield.  Do  you  know  who  looks  after  the  sale  of  stock  per- 
sonally ? 

Mr.  S.  J.  Johnson.  Absolutely,  I  do  not  know.  In  fact,  since  I 
have  been  there  there  have  been  practically  no  stock  sales. 

Mr.  Redfield.  Are  the,  offices  of  the  three  companies  continuous  on 
the  same  floor  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Eedfield.  Is  there  one  office  for  all  three  organizations? 

Mr.  S.  J.  Johnson.  The  office  is  split  up  into  rooms,  part  on  one 
side  of  the  hallway,  and  part  on  the  other  side. 

Mr.  Eedfield.  You  have  submitted  certain  loss  ratios  here.  What 
is  the  average  loss  ratio  ? 

Mr.  S.  J.  Johnson.  The  United  States  over,  49.7  for  the  past  five 
years. 

Mr.  Eedfield.  That  is  the  basis  on  which  you  have  made  your 
statements  here  ? 

Mr.  S.  J.  Johnson.  Yes,  sir. 

Mr.  Peouty.  Have  you  got  it  for  this  last  year  ? 

Mr.  S.  J.  Johnson.  1911  or  1912?  The  1912  figures  are  not  out 
yet. 

Mr.  Peotjty.  For  1911. 

Mr.  S.  J.  Johnson.  For  1911,  it  was  53.6  per  cent.  The  1912  fig- 
ures will  really  not  be  in  shape  until  the  1st  of  March  or  later. 

Mr.  Proutt.  As  an  underwriter,  have  you  some  idea  of  what  they 
will  be? 

Mr.  S.  J.  Johnson.  They  will  be  higher  than  1911. 

Mr.  Peotjty.  About  how  much? 

Mr.  S.  J.  Johnson.  I  should  say  in  the  neighborhood  of  56  or  57 
per  cent. 

Mr.  Eedfield.  That  would  be  7  or  8  per  cent  higher  ? 

Mr.  S.  J.  Johnson.  As  compared  to  53.6  for  last  year.  That  would 
be 

Mr.  Eedfield  (interposing).  That  would  be  about  7  or  8  per  cent 
higher  than  1911  ? 

Mr.  S.  J.  Johnson.  No ;  about  4  or  5  per  cent  higher. 

Mr.  Eedfield.  You  mean  4  or  5  points  higher  ? 

Mr.  S.  J.  Johnson.  Yes ;  4  or  5  points  higher. 

Mr.  Eedfield.  That  would  be  about  7  or  8  per  cent,  would  it  not  ? 

Mr.  S.  J.  Johnson.  Yes,  gir. 

Mr.  Peotjty.  I  presume  you  have  looked  over  the  books  pretty 
carefully  and  their  underwriting  business.  How  do  you  account  for 
the  fact  that  during  the  first  10  months  of  last  year  this  company 
showed  a  loss  of  77  per  cent  ? 

Mr.  S.  J.  Johnson.  Just  lots  of  small  losses.  We  had  in  the  office, 
of  course,  similar  figures  to  the  figures  that  Mr.  Wolfe  gave,  which 
showed  a  procession  of  small  losses.  There  was  nothing  big;  it  was 
just  burning — everything  seemed  to  be  burning. 

Mr.  Peoutv.  Other  insurance  companies'  property  was  burned  at 
the  same  time,  was  it  not? 

Mr.  S.  J.  Johnson.  Yes;  you  see  some  insurance  companies  have 
gone  out  of  business  this  year.  They  had  a  bad  1911  and  a  worse 
1912,  and  they  had  to  give  up  the  ghost.    The  companies  do  not  have 
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to  make  their  statements  to  the  various  States  until  the  1st  of  March, 
and  undoubtedly  between  now  and  the  1st  of  March,  there  will  be  a 
good  many  companies  that  will  reinsure.  These  things  will  develop 
as  they  make  up  their  annual  statements.  You  will  find  some  bf 
them  had  a  very  high  loss  ratio. 

Mr.  Redfield.  What  do  you  consider  a  high  loss  ratio  ? 

Mr.  S.  J.  Johnson.  You  can  go  through  the  books  and  you  can 
find  all  sorts  of  things.  You  can  find  cases  up  in  the  hundreds.  A 
ratio  that  may  be  a  high  loss  ratio  for  one  company  is  not  for  another 
company. 

Mr.  Cartjsi.  What  business  have  you  with  any  of  the  officers  of 
the  Commercial? 

Mr.  S.  J.  Johnson.  "What  business  have  I? 

Mr.  Cabusi.  Yes;  in  your  official  work? 

Mr.  S.  J.  Johnson.  I  consult  with  them  about  my  line  of  work — 
about  in  what  directions  we  shall  go. 

Mr.  Carusi.  I  mean  what  routine  business  have  you? 

Mr.  S.  J.  Johnson.  Talk  o^er  general  results  and  how  things  are 
going. 

Mr.  Carusi.  That  j'ou  do  with  the  president  of  the  Commercial, 
who  is  also  president  of  the  underwriting  company. 

Mr.  S.  J.  Johnson.  I  do  not  think  of  Mr.  Tuttle  as  president  of 
the  Commercial.  I  think  of  Mr.  Tuttle  as  connected  with  Tuttle, 
Wightman  &  Dudley,  general  underwriters,  and  I  consult  with  him 
along  lines  of  how  we  can  make  money. 

Mr.  Cartjsi.  Do  you  have  to  come  in  contact  with  the  officers  of 
the  Commercial  Fire  Insurance  Co.  in  their  official  capacity  with  re- 
spect to  a  certain  part  of  your  functions? 

Mr.  S.  J.  Johnson.  Only  as  regards  information  regarding  specific 
losses,  that  is  all.  If  I  want  to  find  out  how  a  fire  started  in  a  certain 
risk,  I  go  to  the  secretary  of  one  of  the  companies  to  get  the  loSS 
papers.    That  is  all. 

5lr.  Carusi.  All  those  papers  relating  to  losses  and  adjustments 
and  things  of  that  kind  go  into  the  insurance  company  itself? 

Mr.  S.  J.  Johnson.  They  belong  to  the  insurance  company;  yes, 
sir. 

Mr.  Carusi.  As  a  matter  of  fact,  to  whom  do  they  go? 

jNIr.  S.  J.  Johnson.  To  the  company. 

Mr.  Carusi.  To  what  official  of  the  company? 

Mr.  S.  J.  Johnson.  To  the  secretary  or  the  assistant  secretary. 
The  work  is  divided  in  the  Commercial,  and  Mr.  Grove  and  Mr. 
McKee  split  the  work  between  them. 

The  First  National  has  not  started  yet ;  it  is  practically  doing  noth- 
ing, and  there  is  no  need  of  more  than  one  man  worldng  there. 

Mr.  Kedfield.  Before  another  witness  goes  on,  I  would  like  to 
ask  on  behalf  of  the  committee,  if  you  please,  the  production  of  any 
and  all  correspondence  between  the  First  National  Fire  Insurance 
Co.,  or  its  organization  committee,  the  Commercial  Fire  Insurance 
Co.,  or  any  of  its  officers,  and  Tuttle,  Wightman  &  Dudley  (Inc.), 
or  either  Mr.  Tuttle  or  Mr.  Wightman  or  Mr.  Dudley,  with  each  or 
either  of  the  following-named  parties :  Edward  Brown  &  Sons,  202 
Sansome  Street,  San  Francisco;  Burruss  &  Sweatman,  of  Toronto, 
Ontario,  Canada ;  Wood  Bros.  &  Comstock,  whose  address  is  for  the 
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present  unknown  to  the  committee,  such  correspondence  to  be  sub- 
mitted for  the  examination  of  the  committee. 

Mr.  Carttsi.  It  shall  be  produced,  sir. 

The  Chairman.  I  think  it  best  to  also  insert  into  the  record  the- 
fact  that  Col.  Judson  has  sent  up  a  list  of  names  and  suggested  that 
the  committee  call  them  for  the  purpose  of  ascertaining  the  value 
of  the  Southern  Building.  I  wish  to  say  that  the  committee  dis- 
cussed that  matter  before  coming  into  the  present  session  and  unan- 
imously decided  that  it  would  not  take  up  the  further  investigation 
of  that  matter  at  this  time. 

Mr.  Eedfield.  I  would  like  also  to  have  produced  for  examination 
by  the  committee  a  letter  from  Charles  F.  Carusi  to  James  McNeill^ 
dated  September  28,  1912. 

Mr.  Carusi.  In  what  capacity  was  that  letter  written,  Mr.  Red- 
field? 

Mr.  REDriELD.  As  the  majority  stockholder  of  the  Southern  Build- 
ing Corporation.  And  also,  as  stated  elsewhere,  "myself,  as  con- 
trolling stockholder  in  this  company." 

Mr.  Cartjsi.  This  letter,  I  think,  is  copied  into  the  minutes  of  the^ 
Southern  Building  Corporation,  which  are  here,  the  letter  being^ 
copied  in  extenso. 

TESTIMONY  OF  EDWARD  P.  FiTCH. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Carusi.  State  your  full  name,  please,  Mr.  Fitch. 

Mr.  Fitch.  Edward  P.  Fitch. 

Mr.  Carusi.  And"  your  address  is  Washington,  D.  C.  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  You  are  the  office  manager  of  the  underwriting  de- 
partment of  Tuttle,  Wightman  &  Dudley  (Inc.) ,  are  you  not  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  How  long  have  you  been  in  charge,  Mr.  Fitch  ? 

Mr.  Fitch.  I  have  been  with  Tuttle,  Wightman  &  Dudley  since  the 
middle  of  February,  1911. 

Mr.  Carusi.  Do  you  mean  1911  ? 

Mr.  Fitch.  February  14,  1912. 

Mr.  Carusi.  State  in  a  general  way  what  your  previous  experi- 
ence as  a  practical  insurance  man  has  been. 

Mr.  Fitch.  I  started  as  a  clerk  in  an  insurance  office  32  years  ago 
in  a  Western  State  and  there  learned  something  of  the  workings  of 
the  home  office  of  a  company,  having  as  my  instructors  older  men 
who  were  in  the  business  and  had  come  from  other  companies.  I 
later  went  to  Omaha  as  chief  clerk  and  then  as  assistant  secretary  of 
a  local  company  there  and  remained  with  them  about  10  years,  al- 
though during  that  period  I  left  them  for  a  short  time  to  become 
a  special  agent  and  adjuster  on  the  road,  covering  two  Western 
States,  for  a  California  company  and  returned  to  the  same  company 
in  Omaha  afterwards.  I  was  later  a  special  agent  in  the  State  of 
Iowa  and  adjoining  territory  for  the  Fireman's  Fund  of  California, 
and  leaving  them  I  became  an  inspector  for  the  Union  companies 
for  the  purpose  of  making  inspections  and  determining  advisory  rates 
applying,  various  schedules  of  rates,  and  I  also  traveled  for  a  St. 
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Louis  company  in  the  States  farther  South  and  East.  After  that  I 
became  assistant  secretary  of  another  company  in  Omaha,  with  whom 
I  remained  for  several  years,  and  after  a  lapse  of  two  or  three  years, 
which  I  spent  largely  in  travel  for  myself,  I  became  connected  with 
the  firm  of  Tuttle,  Wightman  &  Dudley  about  a  year  ago. 

Mr.  Caeusi.  Have  you  had  occasion  during  your  various  occupa- 
tions as  an  insurance  man  to  acquaint  yourself  generally  with  the 
insurance  laws  of  the  various  States? 

Mr.  FiTCii.  I  have  had  more  or  less  reference  to  them,  being  in  po- 
sitions with  those  various  companies  that  would  require  frequent  ref- 
erence to  them — not  the  familiarity  that  would  be  required  of  the 
company's  counsel,  but  sufficient  familiarity  that  I  might  look  up 
matters  of  importance  relating  to  such  statutes  that  would  particu- 
larly interest  insurance  companies. 

Mr.  Caeusi.  You  have  heard,  Mr.  Fitch,  the  more  or  less  detailed 
statement  made  here  by  ^Ir.  Johnson  as  to  what  happened  when  a 
daily  report  came  into  the  office.  Is  that  substantially  correct  as  of 
and  for  the  period  that  you  were  with  the  company? 

Mr.  Fetch.  Yes.  It  might  have  been  elaborated  upon  somewhat. 
For  instance,  speaking  of  the  rapidity  with  which  a  report  which 
he  called  a  daily  report,  a  technical  phrase  which  I  might  explain, 
and  of  its  being  passed  upon  in  a  short  time,  it  must  be  observed  that 
when  we  send  this  report  to  a  clerk  for  the  purpose  of  ascertaining 
the  reference  or  the  rating  given  by  Dunn  or  Bradstreet  or  by  that 
reporting  agencj^  known  as  Hine's  Fire  Record,  the  information  that 
we  got  there  frequently  necessitates  that  we  shall  look  into  the  mat- 
ter still  further.  For  that  purposej  if  we  consider  the  rating  in- 
adequate, considering  the  man's  business  and  location,  we  send  for 
detailed  reports. 

These  reports  are  extremely  voluminous.  They  come  after  a 
lapse  of  a  week  or  two  weeks  and  subsequent  reports  may  come  to 
us  even  months  later.  It  is  also  the  practice  if  a  report  of  a  policy 
issued  shows  an  unsatisfactory  or  partially  unsatisfactory  condition 
of  the  man's  mercantile  standing,  to  make  note  to  get  a  further 
report  on  this  man  in,  say,  six  or  eight  months.  In  addition  to  this 
report  from  the  fire  reporting  agency  they  send  us  daily  bulletins  and 
monthly  supplements,  which  are  examined.  There  are  also  a  great 
many  reports  sent  us  by  inspection  bureaus  giving  a  detailed  descrip- 
tion of  a  manufacturing  or  a  mercantile  plant  with  a  diagram. 
These  frequently  come  to  us  when  there  is  no  occasion  to  need  them. 
We  may  never  assume  that  risk ;  we  may  never  be  offered  it.  If  we 
have,  it  must  be  placed  on  file.  I  will  correct  that.  If  we  are 
offered  the  risk  in  the  future  we  desire  to  have  that  information  at 
hand.  In  addition  to  that  we  have  a  system  of  inspection  slips  given 
to  our  special  agents  or  traveling  representatives  when  they  are  to  be 
in  a  certain  city;  they  are  instructed  to  examine  the  business  there 
and  make  reports  as  to  the  advisability  of  retention  or  declining  or 
discontinuing  such  business  as  we  may  have.  These  special  agents 
have  the  authority  to  cancel  while  there  on  the  ground  certain  busi- 
ness if  they  find  it  to  be  undesirable. 

I  think  I  might  say  in  this  connection  that  when  Mr.  Johnson  spoke 
of  the  line  sheet  and  the  prohibited  list,  and  emphasized  the  fact  that 
this  line  sheet  indicates  the  amount  at  risk  that  we  would  carry  upon 
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a  certain  risk,  that  is  true  if  that  one  individual  risk  is  all  that  is  to 
be  considered.  But  in  many  cases  if  we  should  be  offered  a  policy 
of  a  certain  size  in  a  given  building  in  a  certain  city — take  Newark, 
N.  J.,  as  an  illustration — and  we  find  upon  reference  to  our  maps 
that  we  have  a  policy  next  door  or  in  the  rear  or  diagonally  away 
from  it,  and  yet  the  map  shows  that  there  are  windows  in  the  brick 
walls,  those  things  are  taken  into  consideration  so  that  if  the  agent 
should  offer  us  a  policy,  say,  of  $2,500  and  it  would  have  been  author- 
ized in  our  line  sheet  on  a  risk  of  that  character  we  would  perhaps 
write  to  him  and  tell  him  that  owing  to  the  surrounding  risks  we 
could  not  carry  more  than  $1,000  or  $1,500.  This  requires  constant 
examination  of  our  records,  and  requires  that  those  who  have  the 
passing  of  what  we  call  these  daily  reports,  must  have  constant  refer- 
ence to  those  maps  and  to  those  lines,  sheets  or  cards,  as  I  might  desig- 
nate them,  where  the  risks  have  been  entered  by  some  clerk. 

If  it  would  be  at  all  proper  in  connection  with  this  testimony,  I 
would  say  that  last  night  I  abstracted  from  the  records  at  random 
certain  reports  that  came  from  the  agents  in  order  to  show  upon  it 
the  accumulation  of  information  and  the  way  in  which  it  was  treated. 
That  is,  that  we  found  an  unsatisfactory  rating  by  the  mercantile 
agency,  asked  for  a  special  report,  considered  it  desirable  to  cancel, 
and  therewith  ordered  the  policy  canceled  which  ultimately  came  in. 
The  same  with  the  fire  recording  or  reporting  agency  which  we  re- 
ferred to  as  Hine,  sending  in  their  reports,  which  reveal  a  condition 
of  affairs  that  we  consider  that  we  would  be  not  only  justified  but 
we  would  be  serving  the  interests  of  the  company  best  by  canceling 
the  policy. 

There  are  certain  lines  that  are  included  on  the  prohibited  list, 
but  have  certain  conditions ;  that  is,  if  those  risks  are  owned  by  par- 
ties in  high  mercantile  standing,  have  the  proper  amount  of  protec- 
tion, located  in  a  section  where  that  class  of  business  is  desirable, 
we  will  consider  those  risks,  if  they  are  submitted. 

On  account  of  the  fact  that  some  technical  words  have  been  used, 
and  to  possibly  clear  up  one  or  two  questions  that  might  be  asked 
or  have  been  asked,  I  would  say  that  this  blank  which  we  call  a  daily 
report  is  not  a  report  which  is  made  to  the  company  every  day,  as  it 
might  be  in  some  lines  of  business,  but  is  intended  to  be  a  separate 
blank  reported  to  the  company  for  every  policy  which  the  agent  has 
issued.  It  must  be  sent  to  the  company  on  the  day  that  the  policy  is 
written,  but  in  many  cases,  especially  in  the  case  of  renewals,  as  ex- 
plained Tsy  Mr.  Johnson,  those  reports  come  to  us  for  our  attention 
10  days  or  two  weeks  before  the  policy  takes  effect.  In  that  case  we 
have  opportxmity  to  look  those  matters,  up  before  the  policy  is  in 
force. 

I  might  say  also  in  office  practice  that  the  supervision  of  the  risk 
by  no  means  ends  with  that. period  when  this  report  is  first  received 
at  the  office  and  passes  through  the  ordinary  office  routine  and  the 
inspection  of  several  different  persons.:  It  is  filed  away,  in  order 
thlEtt  it' may  be  easily  reached,  for  the  reason  that  a  vast  number  of 
insurance  contracts  are  entirely  changed  in  their  nature  during  the 
life  of  the  policy.  This  is  done  by  what  we  call  an  indorsement. 
The  assured  goes  to  the  agent  who  issued  the  policy  and  says  to  him 
that  he  -wishes  the  policy  changed,  to  cover  thus  ahd  so^  instead  of 
as  originally  written,  or  he  says,  "  Ihave  sold  my  property- to  seme 
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one  else  and  desire  your  consent  to  the  transfer  of  this  policy,"  or, 
again,  "  I  have  removed  my  property  from  one  location  to  another." 
All  of  those  constitute  an  entirely  new  contract,  and  are  examined 
■with  the  same  care  as  was  the  original  daily  report.  If  assigned  to 
a  new  purchaser  his  record  as  to  having  fires  or  his  mercantile  rec- 
ord is  examined  with  the  same  care.  If  transferred  to  a  new  loca- 
tion the  maps  are  again  examined  to  see  that  the  rate  is  adequate 
and  that  we  do  not  have  too  much  in  that  vicinity.  If  the  form  is 
changed  it  is  read  Aery  carefully  to  see  that  the  interests  of  the  com- 
pany have  been  conserved  and  that  there  is  no  material  change  that 
would  perhaps  prove  a  stumbling  block  in  the  case  of  a  future  loss. 
In  other  words,  the  trained  insurance  man  looks  at  every  report  as 
though  he  had  already  had  a  notice  of  a  loss  under  that  policy,  for 
the  simple  reason  that  without  a  loss  it  becomes  merely  a  blank  piece 
of  paper.  Hence  a  man  who  is  at  all  trained  in  the  business  reads 
all  portions  of  the  contract  over,  examines  the  map,  looks  up  his 
mercantile  and  fire  records,  his  advisory  ratings,  his  inspections  from 
special  agents  employed  by  him  or  from  other  bureaus  with  the  great- 
est care  that  he  can  bring  to  this  work,  knowing  that  if  a  loss  occurs 
he  wishes  to  feel  satisfied  in  his  own  mind  that  he  has  acted  to  the 
best  interests  of  those  by  whom  he  is  employed. 

Mr.  Carusi.  Mr.  Fitch,  are  you  on  a  salary  or  on  a  commission 
basis? 

Mr.  Fitch.  On  a  salaiy  only. 

Mr.  Carxtsi.  So  that  your  personal  interest  is  in  having  the  com- 
pany continued? 

Mr.  Fitch.  Naturally.  It  would  be  the  same,  in  that  respect,  if 
I  had  a  commission. 

Mr.  Caiusi.  Some  figures  were  given  here  by  Mr.  Johnson,  but  he 
said  he  got  them  from  you.  So  as  to  get  them  properly  in  evidence,  I 
■will  ask  you  whether  or  not  his  statements  are  correct,  that  the  pay 
roll  of  Tuttle,  Wightman  &  Dudley  is  $35,000;  traveling  expenses, 
$10>000,  approximately;  and  the  printing  of  the  underwriting  de- 
partment, approximately,  $5,000? 

Mr.  Fitch.  Those  figures  are  very  nearly  correct,  as  estimated  on 
the  present  expenses. 

Mr.  Eediteld.  That  would  apply  to  the  underwriting  departjnent 
purely  ? 

Mr.  Fitch.  To  the  underwriting  department;  yes. 

Mr.  Carusi.  It  has  no  reference  to  stock  sales? 

Mr.  Fitch.  It  has  no  reference  to  that,  as  I  have  nothing  to  do 
with  that. 

Mr.  Carusi.  And  it  does  not  include'  any  salary  charged  up,  l^ 
either  Mr.  Tuttle,  Mr.  Wightman,  or  Mr.  Dudley  for  their  own  serv- 
ices? 

Mr;  P^tgh.  No,  sir.  It  includBS  only  the  salary  list  for  which  I 
€«Hisi4€r  myself  in  part  resppnsible. 

Mr.  Caeibsl,  That  is  to  say,  it  is  th&  money  that  they  pay  out  to 
other  Rpople.  foi;  their  services  in  connection,  with,  their.- underwrit- 
ing'; bnsisess? 

Mf*-  Fitch.  Yes.  The  p^y  roU  as  submitted  -from,  week,  to  weefe  or 
BKjnth  to  m<»tth> . 

Mr.  Gakusi..  The  total  premiums  for  1912; ■w^re  $263,000? 

Mr*.  F/iTGH,,  Yes,.,sii;  apj^^mafely. 
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Mr.  Caeusi.  And  there  was  canceled  and  money  refunded  on  about 
$80,000? 

Mr.  Fitch.  The  actual  caAcellations  were  more  than  that,  because 
in  the  ordinary  transaction  of  the  insurance  business  policies  will  be 
submitted  for  cancellation  from  time  to  time  which  are  not  ordered 
by  us,  the  property  is  sold  or  the  policy  is  returned  to  us  for  cancel- 
lation, to  b|e  rewritten  under  different  conditions. 

Mr.  Caextsi,  What  I  am  more  particularly  interested  in,  though, 
in  this  connection,  is  the  amount  of  cancellation  that  Tuttle,  Wight- 
man  &  Dudley  (Inc.),  ordered  themselves  directly. 

Mr.  Fitch.  I  estimate  that  at  between  $75,000  and  $77,000  for  the 
year  1912. 

Mr.  Kedfiew).  For  the  Commercial  Co.? 

Mr.  Fitch.  Yes,  sir ;  for  the  Commercial,  because  the  business  of 
the  First  National  did  not  begin  to  come  in  until  very  late  in  the 
je&r. 

Mr.  Caeusi.  As  a  maitter  of  fact  there  is  not  any  business  as  vet 
fOiB  the  First  NationaJ  Fire  Insurance  Co.? 

Mr.  Fitch.  Practically  speaking,  none.  I  do  not  remember  what 
tlje  p^renaiums  were  for  1912 ;  perfiaps  $3,000  or  $4,000. 

Mr.  Caeksi.  I  think' they  were  actually  aboiut  $7,'000.  The  state- 
ment shows, 

Mr.  Fitch.  Yes,  I  do  not  rranember.  I  do  know,  without  having 
aoy  records;  to  verify  it,  that  much  bjisiness.  offered  to  the  First 
Najjon^il  W/as  rejected  in  the  sanae.  way. 

Mr.  Caeusi.  What  instructions  ha,ve  you  receivedrr"!  mean  in  a 
general  way — fj-Qp  Mr,  Tuttle  or  from  Tjittle,  Wightman  &  Dudley 
(^n#t)ias  tojthe  a^sQeptance  and  cancellation  of  business;? 

Mr.  Fitch.  In  a  gep^paliwaAr  I  have  had  many  consultations  with 
Mr*  Tuttle  as- to  his  policy  of  und&rwriting.  I  think  that  there  is 
perhaips  no.  business  in  which  the  personal  equation  exists  as  strongly 
as  it  does  in  the  insurance  business,  and  therefore  it  was  necessary, 
when  I  came  to  that  ofllce,  tokU'OW  something  of  his  ideas.  There 
were  perhaps  points  on  whieh  we  did  not  agree.  But  as  his  employee, 
I  ctwijiormed  my  ideas  entirely  to  hi^a.  In  addition  to  that  I  took  up 
"with  hina  frequently  the  cases  of  idividual  risks  that  might  come  to 
my  d^k,  especially  if  there  was  some  correspondence  or  a  point  upon 
which  I  was  not  entirely  satisfied  in  my  own  mind  either  as  to  the 
claissification  of  the  risk,  th©  rate,  the  standing  of  the  man,  the  line 
which  we  werie  to  carry,  or  otherwfise.  In  fact,  such,  consultations 
were  very  frequent  for  a  long  period,  because  it  is  only  through 
that  means  that  differen-t  ofn^s  in  the.  office  become  thoroughly  in 
t^iLch  with  the  poUey  of  their- sup^iors, 

Mr*  Cartjw.  What  was  that  policy,  so  far  as  being  liberal,  as  to  the 
aiBjiount  and  character  of  busines,  .that  was  to  be  put  upon  the  books 
or,  otherwise? 

Mr.  Fitch.  I  remember  two  or  three  conversations  with  Mr. 
Tpttlei  in ;  A^5h jch  I,  perhaps,, expressed  npye^lf.  rather  strong^  as 
thinking  that  he  was  rather  too  coageryiatiye,  foiP,  a  cosoajjajQy,  of  this 
si?ei'an^3lo<5^M<)0^ and  with  h-i§  agen^-j^lai^t,  I.h^TO  been icoimected 
with  other  companies,  both  smaller  and  larger,  and  them  were  tiros 
whjea  s  X  t\«mgU ;  hk'  liiiwIjSliwaK  wcFe,  too .  serere.  There  ara  ceBtain 
clas^^. cii rt^fe,  Ijniigtil. add,  that  ace ifoapd ,on,the  p^poi^ibited  list 
of  almost  every  insurance;  company,  and  then  each  company  has  its 
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own  particular  classification  that  their  experience  has  taught  them 
to  be  avoided.  It  was  these  features  that  were  frequently  the  sub- 
ject of  conversation  between  Mr.  Tuttle  and  myself.  In  addition  to 
that,  when  the  mail  first  came  to  Mr.  Tuttle's  desk,  after  it  was 
opened,  he  frequently  wrote  upon  a  report  received  from  an  agent 
that  this  should  be  canceled  or  declined,  or  some  information  ob- 
tained. Those  instructions  were  always  followed  out.  But  by  no 
means  would  it  mean  that  no  risks  were  ordered  canceled  except  those 
that  were  so  noted,  because  with  the  additional  information  we  would 
get  after  a  careful  examination  of  the  papers,  it  would  be  very  likely 
that  we  would  decide  for  ourselves — and  when  I  say  "  we  "  I  refer 
to  myself  and  those  who  work  with  me^-that  we  would  cancel  certain 
jjolicies  because  they  did  not  appear  to  us  to  be  first-class,  as  near  as 
we  could  determine. 

Mr.  Carusi.  It  appears  that  these  line  sheets  and  one  thing  and 
another  that  were  offered  in  evidence  were  dated  January,  1913. 
Have  you  not  those  in  the  office  that  were  used  during  1912  ? 

Mr.  Fitch.  Yes,  sir;  I  have  a  copy  of  a  line  sheet  printed  August 
12,  1912. 

Mr.  Cakusi.  Can  you  not  get  copies  of  all  the  line  sheets,  in  case 
the  committee  desire  them,  since  jon  have  been  in  the  office? 

Mr.  Fitch.  Yes;  I  have  them.  There  was  one  printed  about 
January  1,  1912,  which  was  revised  August  12,  1912. 

Mr.  Carusi.  Let  me  ask  you  about  the  ones  that  were  revised  after- 
wards, before  the  revision.  What  have  you  to  say  of  them?  Were 
they  unusually  liberal  or  conservative? 

Mr.  Fitch.  Not  at  all ;  they  were  very  conservative. 

Mr.  Carusi.  Those  changes  that  took  place  then  were  in  minor 
details.     Is  that  what  you  wish  us  to  understand  ? 

Mr.  Fitch.  Yes,  sir.  In  adding  certain  risks  to  the  prohibited  list 
and  in  changing  in  some  events  the  amount  which  we  would  permit 
the  agent  to  write. 

Mr.  Carusi.  Increasing  it  or  decreasing  it  ? 

Mr.  Fitch.  In  some  cases  increasing  it;  not  that  we  should  carry 
more  of  the  risk  ourselves,  but  merely  with  the  desire  that  arrange- 
ments would  ultimately  be  entered  into  whereby  the  company  could 
reinsure  the  excess  of  those  lines,  and  this  was  done  purely  to  make 
the  company  of  more  value  to  the  agent. 

Mr.  Carusi.  Were  you  ever  interfered  with  by  Mr.  Tuttle  in  plan- 
ning business  or  canceling  business  which  you  thought  ought  to  be 
canceled  ? 

Ml'.  Fitch.  No,  Mr.  Carusi ;  not  in  any  case. 

Mr.  Carusi.  Let  me  ask  you  this,  as  a  general  question,  whether, 
based  upon  your  previous  experience  with  other  companies,  you  can 
say  as  to  whether  or  not,  on  the  whole,  the  underwriting  of  Tuttle, 
Wightman  &  Dudley  (Inc.)  has  been  done  on  sound  and  safe  prin- 
ciples? 

Mr.  Fitch.  The  underwriting  has  been  done  with  a  distinct  effort, 
in  my  opinion,  to  select  good  risks. 

Mr.  Oaeusi.  How  do  you  account  for  these  apparently  heavy  fire 
losses  in  1912?  -'  u 

Mr;  fiTCH.  I  think  the  best  answer  to  that,  I  think  quoted  also  by 
Mr.  Johnsony  is  the  fact  that  the  losses  paid  during  1912  were  all  on 
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small  policies,  which  shows  that  there  was  absolutely  no  reckless 
underwriting  in  congested  districts. 

Mr.  Caetjsi.  You  think  it  was  just  one  of  those  things  that  hap- 
pened to  happen,  then,  during  that  year  ? 

Mr.  Fitch.  Yes,  sir;  and  it  may  have  happened  to  these  other 
companies  in  these  same  States,  but  did  not  have  the  same  ratio  or 
effect  for  the  reason  that  their  business  was  larger,  and  also  that 
their  business  was  scattered  over  many  States.  Our  business  last 
year— $263,000 — is  a  comparatively  small  business,  and  if  we  had 
been  writing  10  times  that,  scattered  over  many  States,  and  had  had 
an  equally  heavy  loss  ratio  in  those  12  States,  yet  the  record  as  a 
whole  would  have  been  very  different.  A  company  I  was  with  writ- 
ing $5,000,000  a  year  in  premiums  has  had  as  high  as  100  per  cent 
loss  ratio  in  a  limited  territory,  but  it  did  not  affect  their  general 
averages  as  it  does  with  a  company  like  the  Commercial. 

Mr.  Caeusi.  The  whole  question  is  one,  is  it  not,  of  averages  both 
as  to  time  and  as  to  space  ? 

Mr.  Fitch.  If  it  were  not  a  question  of  averages,  Mr.  Carusi,  I 
do  not  think  there  is  an  insurance  man  who  could  continue  in  the 
business  very  long,  because  one  week  or  one  month  or  one  year,  if  it 
was  extremely  disastrous,  would,  if  nothing  else,  discourage  him; 
but  those  who  have  made  a  success  in  the  business  have  had  the  op- 
portunity of  seeing  this  average  spread  over  a  period  of  3fears,  have 
seen  the  line  which  is  sometimes  graphically  drawn  to  represent  the 
curve  of  the  loss  ratio,  have  seen  that  line  go  up  to  an  enormously 
high  point  after  San  Francisco  burned,  but  after  taking  a  period  of 
10  years  or  more  it  does  not  show;  the  general  average  has  been 
reduced  to  a  straight  line. 

Mr.  Caetjsi.  In  this  $50,000  expense  of  pay  rolls,  traveling  ex- 
penses, and  printing  of  Tuttle,  Wightman  &  Dudley  I  think  you 
said  there  was  no  salary  for  Mr.  Tuttle  included ;  did  you  ? 

Mr.  Fitch.  No,  sir ;  there  was  not. 

Mr.  Caetjsi.  Those  expenses  are  expenses  that  the  company  would 
have  had  to  pay  if  it  had  been  operated  in  the  same  way,  with  the 
same  clerical  force,  with  the  same  type  of  men,  directly  from  the 
home  office?     Is  that  true? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Caeusi.  And  in  addition  to  those  expenses  that  you  have 
mentioned  it  would  have  had  to  pay  the  president's  salary  ? 

Mr.  Fitch.  I  never  have  heard  of  a  president  of  an  insurance  com- 
pany but  what  drew  a  salary. 

Mr.  Caeusi.  Do  you  know  what  salary  Mr.  Tuttle  actually  receives 
as  president  of  the  Commercial  Fire  Insurance  Co.  ? 

Mr.  Fitch.  I  have  seen  the  entry  on  the  books.  I  have  seen  some 
record ;  I  have  seen  some  item.    I  think  it  is  $1,000  a  year. 

Mr.  Caeusi.  Do  you  know  or  not  just  exactly  the  salary  Mr.  Hoge, 
who  had  been  the  president  of  the  company  for  the  previous  21  or 
22  years,  received  ? 

ilr.  Fitch.  No,  sir;  I  do  not  know.  I  do  not  know  what  salary 
lie  received. 

Mr.  Caeusi.  What  is  the  salary  ,that  a  company  of  this  size  and 
age  and  operating  to  this  extent  would  have  to  i)ay  a  first-class  man 
as  president  if  he  had  no  interest  in  its  underwriting? 
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Mr.  Fitch.  You  mean  if  he  had  no  contingent  interest  in  its  under- 
writing? Of  course,  he  has  the  desire  to  make  the  company  a  buc- 
cess. 

Mr.  Cari'si.  I  vvant  to  know  now,  as  a  matter  of  expense,  a  rough 
estimate  of  what  companies  do  pay  their  f)residents. 

Mr.  Fitch.  Taking  into  consideration  the  size  of  the  company  and 
its  desire  to  expand,  I  should  say  $10,000. 

Mr.  Cakusi.  As  being  high  or  low  ? 

Mr.  Fitch.  Xo;  being  very  moderate,  because  the  company,  once 
established  and  doing  the  volume  of  business  that  the  ordinary  com- 
pany of  this  capitalization  does,  and  over  a  proper  number  of  States, 
would  probably  pay  $15,000  to  $17,500. 

Mr.  Cari-si.  If  $10,000  were  added  to  the  $50,000,  that  would  be 
about  $60,000  it  would  cost  the  company  over  and  above  the  amount 
of  commissions  to  local  agents  in  case  it  had  operated  under  the 
home  office  plan  of  operation? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  And  that  would  have  involved  them  in  a  very  much 
heavier  loss  than  otherwise,  would  it  not? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  Is  it  not  a  fact  that  with  a  small  company  or  a  new 
company  which  is  trying  to  expand  that  it  is  much  more  conserva- 
tive and  economical  to  have  the  underwriter  assume  these  expenses 
and  obligations  and  take  a  chance  on  being  compensated  later  on 
than  it  is  to  have  to  risk  that  money  themselves  right  in  the  begin- 
ning? 

Mr.  Fitch.  I  should  say  it  was  a  very  much  better  contract  for  the 
company. 

Mr.  Cakusi.  During  the  risky  period  of  upbuilding  ? 

Mr.  Fitch.  Certainly  during  that  period. 

Mr.  Carusi.  It  is  a  fact,  is  it  not,  that  many  of  the  old  companies, 
very  large  established  companies,  have  gradually  changed  from  the 
general  agencj-  plan  of  management  to  the  home  office  plan? 

Mr.  Fitch.  The  change  has  occurred  in  both  ways.  Many  of  the 
companies  as  business  increases  divide  the  country  into  sections  that 
can  be  more  easily  handled  in  a  local  way;  and  I  think  it  is  gener- 
ally conceded  that  those  general  agents  or  managers,  whatever  their 
title  may  be,  receive  a  commission. 

Mr.  Carusi.  'NATiat  is  the  effect,  in  your  judgment,  Mr.  Fitch,  of 
the  reinsurance  reserve  requirements  on  business  of  a  company? 

Mr.  Fitch.  The  ordinal-}^  reinsurance  reserve,  as  it  exists  in  most 
of  the  States,  makes  it  impossible  for  a  company  to  write  any  volume 
of  business  or  to  write  an}'  term  business  or  to  do  otherwise  than 
to  begin  with  a  very  small  business  in  order  to  build  up  to  become 
&  solid,  sound  financial  institution.  In  other  words,  there  is  scarcely 
any  possibility  of  writing  a  representative  business  the  first  year 
that  the  company  operates  without  showing  an  absolute  loss  at  the 
end  of  the  year  and  an  impairment  of  the  capital. 

Mr.  Carusi.  You  know,  do  you  not,  that  most  of  the  States,  or 
many  of  the  States,  by  iheir  laws,  provide  that  a  company  must 
be  25  per  cent  impaired  before  its  license  may  be  revoked,  that  im- 
pairment referring  to  the  capital  ? 

Mr.  Fitch.  Out  of  the  48  States  in  the  Union  I  think  there  are 
about  7  where  the  impairment  is  discretionary  with  the  insurance 
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commissioner.  In  all  the  other  States  the  figure  is  either  20  or  25— 
about  evenly  divided.  I  know  of  no  cases  where  it  is  over  25  or, 
where  legislation  has  been  enacted,  where  it  is  less  than  20 — an  im- 
pairment of  20  per  cent  to  25  per  cent  of  the  capital  is  permitted 
before  the  company  is  declared  insolvent.  That  is,  of  course,  from 
the  purely  legal  standpoint. 

Mr.  Caeusi.  From  the  policyholders'  standpoint? 

Mr.  Fitch.  Yes,  sir.  Of  course,  as  a  practical  matter  of  business, 
a  company  which  goes  out  for  business  and  shows  that  they  have  no 
surplus  and  that  they  are  impaired  would  have,  obviously,  no  oppor- 
tunity of  ever  making  up  that  impairment. 

Mr.  Caeusi.  The  effect  of  this  high  reinsurance  reserve  is  to  give 
a  new  company  or  a  small  company  the  choice  between  writing  a 
small  amount  of  business  or  impairing  its  capital,  is  it  not  ? 

Mr.  Fitch.  Yes,  sir;  it  is.  It  has  several  restrictive  effects — a 
small  business — because  then  the  loss  would  be  comparatively  small 
as  related  to  its  capital.  It  also  has  the  restriction  that  they  must  not 
write  any  term  business,  and  a  great  vokune  of  what  we  call  preferred 
business  in  this  country  is  invariably  written  for  a  term  of  three  or 
five  years,  and  the  practice  is  spreading  rapidly  to  place  more  classi- 
fications under  that  privilege  of  three  or  five  years.  This  company, 
then,  which  starts  business  with  a  capital  only,  can  not  possibly  write 
that  business,  although  it  is  conceded  to  be  the  preferred  class. 

Mr.  Caeusi.  So  that,  as  I  understand  you,  an  old,  well-established 
company^  which  has  accumulated  a  large  surplus,  finding  itself  in 
competition  with  new  or  smaller  companies,  would  profit  both  by 
the  fact  that  the  smaller  company  can  write  only  a  very  limited 
amount  of  business  of  any  kind  and  must  forego  writing  much  of 
the  most  desirable  business? 

Mr.  Fitch.  Which  is  quite  true,  Mr.  Carusi ;  and  I  would  say  that 
in  my  own  personal  experience  with  the  Commercial  Fire  Insurance 
Co.  I  have  answered  more  letters  than  I  could  count  written  by  agents 
who  object  very  strongly  to  the  stricture  which  we  place  on  term 
business.  The  local  agent,  as  a  rule,  does  not  understand  the  reserve 
requirement;  he  does  not  understand  why,  if  the  Home  Insurance  Co. 
of  New  York  is  urging  him  to  write  them  this  preferred  business  for 
five  years,  why  this  company,  which  is  a  new  company  and  looking 
for  business,  should  cut  off  that  very  class  which  he  has  been  taught 
all  his  life  to  be  preferable.  I  have  written  them  many  letterrs  of  ex- 
planation, and  I  have  yet,  I  think,  to  meet  the  local  agent — except 
those  of  the  largest  cities,  who  are  practiced  underwriters — who  can 
comprehend  why  the  reserve  required  by  most  States  is  more  than  the 
company  receives. 

Mr.  Caeusi.  Now,  is  not  one  of  the  effects  of  this  that  the  smaller 
and  newer  companies^  which  are  generally  nonboard  companies,  are 
unable  to  compete  with  the  older  and  bigger  companies  that  are  what 
are  called  board  companies  ? 

Mr.  Fitch.  That  forms  the  struggle  of  the  new  company  for  ex- 
istence. 

Mr.  Caeusi.  Do  you  know  of  any  States  where  the  reserve  require- 
ments are  low  and  where  the  nonboard  companies  have  profited  in 
competition  with  the  old  companies? 

Mr.  Fitch.  Yes ;  I  not  only  know,  but  I  have  had  personal  experi- 
ence.    In  the  State  of  Nebraska  the  reserve  is  40  per  cent  on  all 
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policies,  regardless  of  the  term  for  which  they  are  written.  I  might 
say,  referring  somewhat  to  testimony  that  has  been  given,  that  the 
ordinary  reinsurance  reserve  is  very  high  on  the  first  year  of  a  five- 
year  policy.  It  keeps  getting  lower  and  lower  until  it  finally  expires. 
The  same  with  the  three-year  policy.  The  one-year  policy  takes  50 
per  cent.  In  Nebraska  the  laws  permit  a  reserve  of  40  per  cent  only 
on  all  business,  regardless  of  its  term. 

It  is  easily  determined  by  examining  a  reinsurance  table  that  if  a 
company  should  be  doing  business  for  a  long  period  of  time,  and 
writing  every  year  exactly  the  same  amount  of  one-year  business, 
three-year  business,  and  five-year  business — I  might  explain  that  we 
seldom,  although  sometimes,  write  policies  for  two,  four,  or  six 
years — if  they  would  write  during  a  long  period  of  years  exactly  the 
same  amount  year  after  year,  that  reserve  would  always  be  50  per 
cent,  if  there  was  absolutely  no  change.  That  is  to  say,  no  business 
running  off  more  than  was  put  on,  and  no  business  put  on  more  than 
was  run  off. 

The  State  of  Nebraska,  however,  changes  that  to  40  per  cent  for 
various  reasons.  The  result  has  been  that  companies  have  been  or- 
ganized in  Nebraska  from  time  to  time  affording  a  legitimate  oppor- 
tunity for  investment  and  have  been  more  or  less  successful.  The 
States  of  Xorth  and  South  Dakota  also  have  the  40  per  cent  rule;  also 
the  State  of  Iowa,  where  there  are  perhaps  more  insurance  com- 
panies than  in  any  of  the  Western  States.  I  rather  think  that  that 
is  a  list  of  all  the  States  at  40  per  cent.  I  think  there  is  one  more, 
but  I  have  forgotten.  There  are,  then,  a  number  of  States  that  make 
their  requirements  50  per  cent.  I  think  that  Maine  is  one,  Virginia, 
Wisconsin,  and  one  or  two  others  that  permit  a  company  to  limit 
their  reinsurance  reserve  to  50  per  cent  of  the  premiums  in  force. 
I  might  say,  in  this  connection,  that  there  are  some  States  that  make 
no  requirement  whatever  for  reinsurance  reserve. 

Mr.  Carusi.  That  is  the  case  with  the  District  of  Columbia  at 
present  ? 

Mr.  Fitch.  The  District  of  Columbia  law  differs  from  those  States 
inasmuch  as  it  says,  if  I  remember  rightly,  they  shall  maintain  a  fund 
for  reinsurance,  but  does  not  specify  what  that  fund  is.  I  believe  that 
is  the  wording  of  the  law.  In  such  States  as  Florida,  South  Carolina, 
and  one  or  two  others,  Indiana,  there  is  absolutely  no  provision  for 
a  reinsurance  reserve,  and  as  so  much  has  been  said  here  about  the 
difference  between  trade  profit  and  underwriting  profit,  it  is  then 
obvious  that  in  those  States  where  no  reserve  is  required  the  trade 
profit  and  the  underwriting  profit  would  be  identical. 

Mr.  Caeusi.  Mr.  Fitch,  the  company,  if  it  wants  to,  can  carry  a 
very  much  higher  reserve  than- the  laws  of  the  place  where  it  is 
incorporated  require  of  it,  may  it  not  ? 

Mr.  Fitch.  It  may,  and  it  may  find  it  necessary.  If  you  will  let 
me,  I  will  qualify  that.  For  instance,  I  was  with  a  company  in 
Nebraska  that  only  had  to  maintain  a  reserve  of  40  per  cent,  but 
when  that  company  began  to  do  business  in  Illinois,  then  they  had  to 
base  their  reserve  on  a  different  figure,  and  as  there  would  be  no  ob- 
ject in  issuing  two  published  statements,  one  in  Nebraska  and  another 
one  in  Illinois,  the  result  is  that  in  Nebraska  they  maintain  a  higher 
reserve  than  is  necessary. 
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Mr.  Caeusi.  And  the  Commercial  maintains  a  veiy  much  higher 
reserve  than  is  required  by  the  laws  of  the  District  or  Columbia  ? 

Mr.  Fitch.  It  maintains  that  reserve  not  only  as  a  matter  of  pru- 
dence but  as  a  matter  of  requirement  in  seeking  admission  or  doing 
business  in  any  other  State. 

Mr.  Caetjsi.  In  other  words,  a  company  which  is  doing  an  inter- 
state business,  in  the  sense  of  doing  it  in  many  different  States  with 
different  laws,  must  conform  itself  to  every  requirement  of  every 
State? 

Mr.  Fitch.  That  it  does  business  in ;  yes,  sir. 

Mr.  Johnson.  In  its  statement,  then,  its  reserve  is  according  to  the 
highest  State  in  which  it  does  business? 

Mr.  Fitch.  Not  directly  in  that  way,  Mr.  Johnson,  but  most  of  the 
States  use  what  is  called  the  convention  form,  which  provides  for 
that.  For  instance,  a  moment  a  certain  table  specifies  all  these  dif- 
ferent periods  according  to  year  of  inception  and  the  year  of  expira- 
tion carried  out  at  various  fractions.  If  we  were  doing  business  in 
Nebraska  only  we  would  put  down  those  figures  and  bracket  them 
all  together  in  one  sum  ana  say  40  per  cent. 

Whereupon,  at  1.05  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.15  p.  m. 

AFTER  KECESS. 

The  committee  resumed  its  session  at  2.15  o'clock  p.  m. 
TESTIMONY  01  EDWARD  P.  FITCH— Continued. 

Mr.  Cakusi.  When  we  concluded,  Mr.  Fitch,  if  I  recall  it.  you 
had  been  asked  to  give  some  explanation,  if  you  could,  of  the  under- 
writing losses  of  the  Commercial  in  1912. 

Mr.  Fitch.  My  impression  was  that  I  had  answered  that  question, 
Mr.  Carusi;  that  the  feature,  referred  to  by  Mr.  Johnson  and  also 
as  testified  to  by  Mr.  Wolfe,  that  we  had  had  no  large  losses,  proved 
conclusively  there  was  no  carelessness  in  writing  large  risks  or  in  con- 
flagration districts  that  might  be  assumed  of  a  new  company  seeking 
business;  but,  to  the  contrary,  the  business  was  well  selected,  and  there 
can  be  no  other  explanation  than  that  it  was  unfortunate,  and  on  a 
business  of  our  size  it  shows  a  severe  percentage. 

Mr.  Carusi.  Is  there  anything  in  the  ordinary  methods  of  the 
company,  so  far  as  you  are  familiar  with  them,  which  would  make 
it  probable  that  the  Commercial  Fire  Insurance  Co.  should  have  any 
larger  average  underwriting  loss  than  any  other  company  ? 

Mr.  Fitch.  No,  sir;  absolutely  not. 

Mr.  Carusi.  I  will  ask  you  who  prepared  these  tables,  Mr.  Fitch, 
on  pages  667,  668,  and  669  of  the  printed  record  ? 

Mr.  Fitch.  I  prepared  those  two  tables. 

Mr.  Carusi.  Where  did  you  get  your  data  for  those  tables  ? 

Mr.  Fitch.  From  the  handbook,  otherwise  called  The  Index,  or 
chart,  published  by  the  Spectator  Co.,  of  New  York. 

Mr.  Carusi.  Taking  that  first  table  of  81  companies,  what  does 
that  table  show,  briefly  stated? 

Mr.  Fitch.  The  table  of  81  companies  shows  various  citations  of 
the  records  within  the  last  10  years,  showing  certain  years  in  which 
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losses  incurred  and  expenses  greatly  exceeded  premium  income. 
Those  same  years  the  companies  also  showed  a  decrease  in  their  sur- 
plus, and  during  those  same  years  those  companies  also  paid  a 
dividend. 

Mr.  Caetjsi.  What  years  is  that  for;  that  is  to  say,  how  far  did 
you  go  back? 

Mr.  Fitch.  The  pocket  index  which  I  used  shows  figures  for  the 
past  10  years,  the  year  1911  being  the  last  one.  That  is  the  last 
published  statement.  Each  year  that  book  is  published,  showing  the 
10  preceding  years. 

Mr.  Carttsi.  Can  you  tell  from  your  table  whether  or  not  some  of 
the  companies  suffered  an  underwriting  loss  more  than  one  year  in 
the  ten? 

Mr.  Fitch.  Yes,  sir;  the  American  Central,  of  St.  Louis,  shows 
losses  in  1911,  1906,  and  1904;  the  Delaware,  of  Philadelphia,  in 
1910,  1906,  and  1904. 

Mr.  Carusi.  I  do  not  want  them  all. 

Mr.  Fitch.  There  are  several  such  cases. 

Mr.  Carusi.  I  just  want  to  know  whether  that  is  a  condition  fairly 
common  among  those  companies.  There  was  no  interruption  in  the 
payment  of  the  dividends? 

Mr.  FiTciT.  As  I  remember,  in  not  a  single  case  was  there  any  in- 
terruption in  the  jDayment  of  dividends.  In  the  years  cited  dividends 
were  paid  and,  as  I  remember,  in  no  case  were  dividends  passed  dur- 
ing that  10-year  period,  before  or  after  the  year  of  citation. 

Mr.  Carfsi.  Have  you  a  copy  of  the  pocket  index  there  ? 

Mr.  FiTCH.  Yes,  sir. 

Mr.  Caiu'si.  I  wish  you  would  look  at  the  record  of  the  Commercial 
Fire  Insurance  Co.  for  10  years. 

Mr.  FriTii.  The  record  of  the  Commercial  Fire  for  10  years. 

Mr.  Carusi.  In  how  many  of  those  10  years,  if  any,  is  there  an 
indicated  underwriting  loss;  that  is,  where  the  losses  and  expenses 
exceeded  the  premium  income. 

Mr.  FiTCir.  For  the  years  ending  December  31,  1904;  December  31, 
1905;  Decembev  31,  1906;  December  31;  1907;  December  31,  1908; 
December  31,  1909,  the  losses  incurred  and  the  expenses  during  those 
years,  added  together,  exceeded  the  premium  income. 

Mr.  Carusi.  Turning  to  the  list  of  31  companies,  will  you  kindly 
pick  out  there  the  District  of  Columbia  companies,  if  you  know  them. 

Mr.  FiTCH.  In  the  list  of  31  companies  there  are  2  District  com- 
panies, the  Franklin  and  the  Potomac. 

Mr.  Carusi.  Is  not  the  Arlington  there? 

Mr.  Fitch.  And  the  Arlington;  yes,  sir. 

Mr.  Carusi.  The  Fireman's? 

Mr.  FiTCH.  Xo,  sir. 

Mr.  Carusi.  The  National  Union  ? 

Mr.  Fitch.  No,  sir. 

Mr.  Carusi.  During  haw  many  years  did  those  three  companies 
you  mentioned  pay  dividends? 

Mr.  Fitch.  I  will  qualify  my  answer  by  saying  the  list  of  31  com- 
panies, as  distinct  from  the  list  of  81  companies,  shows  the  records 
for  the  year  1911  only,  and  shows  the  underwriting  loss  on  the  basis 
testified  to  by  Mr.  Best,  and  these  figures  were  taken  from  his  book 
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showing  an  underwriting  loss  to  these  companies.     Also  that  there 
was  a  dhange  in  the  surplus  and  that  dividends  were  paid. 

Mr.  Johnson.  What  do  you  mean  by  change  in  the  surplus? 

Mr.  Fitch.  That  the  surplus  was  decreased  from  the  fonner  year. 

Mr.  Caeusi.  Do  you  know  whether  or  not  it  is  a  fact  that  during 
1911  the  stocks  of  all  three  of  those  companies  were  traded  on  in  the 
Washington  Stock  Exchange? 

Mr.  Fitch.  I  have  not  examined  that,  Mr.  Carusi ;  I  have  never 
kept  watch  of  the  stock  market. 

Mr.  Carusi.  You  stated,  I  believe,  Mr.  Fitch,  that  you  had  acquired 
some  familiarity  in  a  general  way  with  the  laws  relating  to  insurance 
of  the  various  States.  Do  you  Imow  of  any  State  the  laws  of  which 
prohibit  the  payment  of  dividends  by  a  fire-insurance  company 
unless  the  company's  operations  during  the  period  at  the  end  of 
which  the  dividend  is  paid  have  shown  an  earning  ? 

Mr.  Fetch.  No,  sir ;  I  do  not  know  of  any  such  law  in  any  State. 

Mr.  Caeusi.  In  any  State? 

Mr.  Fitch.  I  know  of  none. 
■    Mr.  Carusi.  Do  you  know  of  any  State  that  requires  a  company's 
earnings  shall  be  estimated  upon  the  departmental  basis  as  a  condi- 
tion for  ascertaining  whether  or  not  a  dividend  may  or  may  not  be 
paid  ? 

Mr.  Fitch.  No,  sir;  I  know  of  no  such  law  directly  on  that  point. 
I  might  qualify  that;  of  course  the  laws  require  the  departmental 
statements  to  be  made,  but  not  as  a  factor,  as  I  understand  it,  prior 
to  the  declaration  of  dividends. 

Mr.  Caeusi.  Is  there  any  State  you  Imow  of  which  has  directly 
legislated  upon  the  questions  of  dividends  being  made  only  out  of 
earnings  and  as  to  the  mode  in  which  the  earnings  shall  be  ascer- 
tained? 

Mr.  Fitch.  The  only  State  that  I  can  think  of  that  has  any  direct 
legislation  which  has  direct  reference  to  the  payment  of  dividends  is 
the  State  of  Texas. 

Mr.  Caeusi.  What  is  your  recollection,  in  a  general  way,  of  the 
provisions  of  the  Texas  law  ? 

Mr.  Fitch.  That  in  Texas  the  usual  reinsurance  reserve  is  de- 
manded of  all  companies  on  the  so-called  departmental  basis,  or  some- 
times referred  to  as  the' New  York  standard,  the  standard  which  is 
common  in  a  great  many  States.  There  is  then  a  further  provision 
in  the  Texas  law  that  for  the  purposes  of  estimating  the  company's 
ability  to  pay  dividends,  the  reserve  may  then  be  computed  on  a 
40  per  cent  basis,  referring  to  Texas  companies  only,  providing 
thereby  for  two  different  systems  of  reinsurance  reserve. 

Mr.  Caeusi.  One  standard,  as  I  understand  it,  being  for  the  policy- 
holders' information  and  viewing  the  company's  operation  from  the 
point  of  view  of  the  policyholder  exclusively,  and  the  other  viewed 
from  the  point  of  view  of  the  stockholder  ? 

Mr.  Fitch.  That  would  appear  to  be  the  distinction  drawn. 

Mr.  Caeusi.  And  that  is  the  only  State  you  know  of  ? 

Mr.  Fitch.  That  is  the  only  State  I  know  of  that  has  direct  legis- 
lation bearing  upon  dividends. 

Mr.  Carusi.  Is  the  custom,  if  it  is  a  custom,  of  fire  insurance  com- 
panies to  pay  dividends  in  spite  of  a  loss  in  any  one  year,  a  custom 
that  is  widely  known  throughout  the  country? 
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Mr.  Fitch.  I  think  it  must  be  widely  known,  because  it  has  been 
i;racticed  by  the  companies  for  many  years.  It  must  be  known  to 
the  insurance  fraternity ;  it  must  be  laiown  to  their  stockholders  that 
as  a  rule  a  dividend  rate  once  established  seldom  goes  backward  to 
any  extent. 

Mr.  Caeusi.  To  what  do  you  attribute  the  failure  of  the  States  to 
legislate  upon  that  point? 

Mr.  Fitch.  I  can  hardly  say,  unless  it  is  recognition  of  the  law  of 
averages. 

Mr.  Carusi.  "N^Tiere  a  dividend  rate  has  been  established  and  has 
been  paid  for  a  number  of  years,  can  you  tell  the  committee  what  the 
effect  would  likely  be  upon  the  policy  holders  of  the  company  and 
upon  business  generally  of  a  suspension  of  the  dividends  at  any  par- 
ticular dividend  period. 

Mr.  Fitch.  To  the  stockholders  it  would  be  a  period  of  discour- 
agement. Once  having  made  up  their  minds  to  receive  certain  divi- 
dends, I  think  they  would  be  disappointed. 

Mr.  Carusi.  No;  I  said  the  policy  holders. 

Mr.  Fitch.  To  the  policy  holders?  I  do  not  know  that  the  policy 
holders  refer  often  to  the  records  which  indicate  whether  or  not  divi- 
dends have  been  paid.  It  would  create  in  their  minds  at  once  a  feel- 
iiifj.  however,  of  distrust,  to  a  limited  extent. 

Mr.  Carusi.  Do  I  understand  you  to  mean  that  if  the  dividends 
were  suspended  they  would  not  be  likely  to  hear  of  it? 

Mr.  Fitch.  The  policy  holders  might  not. 

Mr.  Carusi.  Are  there  not  reporting  agencies  that  make  it  their 
business  to  see  they  hear  of  everything  that  affects  a  company's 
credit  or  standing? 

j\Ir.  Fitch.  I  should  hardly  say  that  much,  Mr.  Carusi,  because  I 
take  it  our  policy  holders  represent  every  class  of  people  in  every 
condition  of  life,  and  I  do  not  think,  generally,  it  would  be  known. 
Among  the  large  insurers,  business  firms,  wholesale  houses,  it  would 
be.  and  I  think  would  create  a  feeling  of  distrust. 

IMr.  Carusi.  Competing  agents  would  be  very  likely  to  be  informed 
of  it,  would  thev  not  ? 

Mr.  Fitch.  Yes,  sir.  Every  agent,  practically,  would  know,  be- 
cause such  a  book  as  this  pocket  index — this  one  or  a  similar  publi- 
cation— is,  practically,  in  the  hands  of  every  insurance  agent  in  the 
country. 

IMr.  Carusi.  Suppose  a  company  which  has  been  paying  semi- 
annual dividends  for  16  years  had  a  large  number  of  outstanding 
subscription  contracts  with  the  stockholders  who  had  paid  in  one  oi 
two  installments  on  the  stock;  what  do  you  think  the  effect  upon 
their  keeping  up  their  subscriptions  and  carrying  out  the  terms  of 
the  contract  they  had  already  made  would  be  if  there  occurred  a 
suspension  of  dividends? 

Mr.  Fitch.  I  think  it  would  create  a  desire  in  their  minds  to  with- 
draw, if  possible,  from  their  subscription. 

Mr.  Caeusi.  By  that  you  mean  to  repudiate  all  further  payments — 
refuse  to  pay  them  unless  forced  to  do  so  in  some  manner  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Caeusi.  There  is  in  evidence  as  part  of  the  literature  of  the 
First  National  Fire  Insurance  Co.  a  table  of  22  American  million- 
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dollar  capitalized  companies,  showing  their  profits  in  1910.  Do  you 
know  anything  about  the  accuracy  of  that  table  ? 

Mr.  Fitch.  I  have  never  gone  over  those  figures,  I  believe,  for 
1910.  The  table  was  prepared  before  I  became  connected  with  the 
office  of  Tuttle,  Wightman  &  Dudley. 

Mr.  Caeusi.  So  that  you  never  made  a  computation  of  the  figures 
for  1910? 

Mr.  Fitch.  No,  sir. 

Mr.  Caeusi.  Have  you  made  a  computation  of  the  figures  for  the 
same  22  companies  for  1908,  1909,  and  1911  ? 

Mr.  Fitch.  Yes;  I  made  a  computation  for  the  year  of  1911,  be- 
cause coming  to  the  office  of  Tuttle,  Wightman  &  Dudley  in  Feb- 
ruary, of  1912, 1  noticed  they  were  using  this  table  that  had  reference 
to  1910  figures.  And  about  that  time,  sometime  between  February 
15  and  March  1,  perhaps,  was  published  the  first  book  of  statistics  for 
the  year  of  1911.  In  order  to  satisfy  my  own  curiosity  more  than 
anything  else,  I  took  those  same  22  companies  to  find  out  what  had 
been  their  results  for  1911  in  order  to  suggest  the  use  of  those  figures 
to  replace  those  that  were  a  year  old. 

Mr.  Caeusi.  What  did  you  find? 

Mr.  Fitch.  I  found  that  for  these  22  companies  the  profits  based 
on  the  same  standard  for  the  year  1911  amounted  to  41.23  and  41.25 
per  cent.,  being  slightly  in  advance  of  the  figures  for  1910. 

Mr.  Caeusi.  Or  1  per  cent  more  than  the  result  for  1910  ? 

Mr.  Fitch.  Yes,  sir;  1  per  cent  and  a  little  more,  about  1.1  per 
cent. 

Mr.  Caeusi.  Did  you  make  that  same  calculation  for  1908  and 
1909? 

Mr.  Fitgh.  Yes;  my  interest  was  then  awakened  in  that  matter, 
and  I  took  up  the  same  companies  for  the  years  of  1908  and  1909  and 
made  the  same  table,  which  table,  however,  has  never  left  my  desk, 
nor  that  I  remember  of,  has  been  shown  to  anyone  else.  It  was  in- 
tended by  myself  as  an  insurance  man  in  picking  up  any  document 
referring  to  insurance  matters  to  see  whether  or  not  the  most  favor- 
able conditions  had  been  used. 

Mr.  Caeusi.  What  were  the  results? 

Mr.  Fitch.  As  I  remember,  in  those  years  1908  and  1909  tlie 
profits  on  the  same  basis  were  58  per  cent  for  one  year  and  66  per 
cent  for  the  other. 

Mr.  Caeusi.  As  against  the  40  per  cent  for  the  year  actually 
used? 

Mr.  Fitch.  Yes,  sir;  for  the  four  years  the  40.9  pei'  cent  ^^■as  the 
lowest. 

Mr.  Caeusi.  In  his  testimony  before  the  committee,  or  rather  in 
one  of  the  publications  of  Alfred  M.  Best,  in  which  he  criticized 
the  literature  of  the  company,  he  made  the  statement  that  the  figures 
given  were  for  1910,  an  exceptionally  profitable  year.  Can  you 
reconcile  that  statement  with  the  calculations  you  made  for  those 
four  years? 

Mr.  Fitch.  My  recollection  of  1910  is  that  as  an  underwriting 
year  it  was  exceptionally  heavy.  However,  Mr.  Best's  report  un- 
doubtedly comprehended  all  the  companies  in  the  United  States 
and  was  taking  into  consideration  what  he  terms  underwriting 
profits  and  underwriting  losses.    The  computation   that   I   made 
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was  on  the  same  basis  as  this  document  which  I  found  already  in 
use  in  the  office,  namely,  a  list  of  the  22  companies  showing  their 
increase  in  surplus  during  a  given  year  and  the  dividends  actually 
paid  out  to  the  stockholders  in  that  same  year. 

Mr.  Carusi.  So  far  as  those  particular  companies  are  concerned 
which  were  mentioned  in  that  literature,  1910  was  an  exceptionally 
unprofitable  vear  in  comparison  with  these  other  years? 

Mr.  Fitch.'  With  the  four  years,  1908,  1909,  1910,  and  1911. 

Mr.  Caeusi.  Did  you  verify  the  fact  that  all  companies  with  a 
million- dollar  capital  were  included  in  that  list? 

Mr.  Fitch.  I  do  not  know  that  I  ever  went  over  that  list  to  de- 
termine that.  I  took  the  22  companies  as  I  found  them  there.  My 
recollection  is  that  it  included  all  of  them. 

Mr.  Carusi.  That  none  had  been  omitted  ? 

Mr.  Fitch.  Xone  had  been  omitted. 

Mr.  Carusi.  Because  they  did  not  show  a  good  profit  ? 

Mr.  Fitch.  I  remember  incidentally  that  my  attention  was  called 
by  different  ones  to  the  fact  that  the  National  of  Hartford  was  in- 
cluded, although  they  showed  a  profit  of  oidy,  if  I  remember  cor- 
rectly. 5  per  cent,  or  five-tenths  of  1  per  cent,  being  far  below  every 
other  company  cited,  and  I  felt  I  knew  the  reason  for  it.  That 
showed  that  that  company  had  been  taken,  although  the  profits  were 
far  below  the  average. 

Mr.  Prottty.  Turning  to  your  table  as  given  on  page  669,  and  also 
the  other  tables,  did  you  note  in  making  that  table  whether  or  not 
any  of  the  companies  declared  dividends  when  their  prior  earned 
surplus  had  already  been  exhausted  before  declaring  this  dividend? 

Mr.  Fircii.  No,  Mr.  Prouty ;  I  made  no  such  computation  as  that, 
and  it  would  be  difficult  from  any  data  that  J  had  to  know  that  their 
prior  earned  surplus  had  been  exhausted. 

If  I  remember  rightly,  to  add  to  my  answer,  they  had  a  surplus 
the  year  before,  or  during  the  year  of  citation  they  showed  an  un- 
derwriting loss;  they  also  showed  a  decrease  in  surplus,  and  they 
also  paid  dividends,  according  to  an  established  rate. 

Mr.  Prouty.  It  is  perfectly  legitimate  for  a  company  with  its 
accumulated  surplus,  although  some  year  it  does  not  make  an  ad- 
dition to  its  surplus,  to  still  declare  its  dividends,  is  it  not? 

Mr.  Fitch.  Yes,  sir. 

^Ir.  Pkouty.  Is  it  common  or  customary  Avhere  it  has  no  surplus 
except  such  as  has  been  paid  in  during  that  year,  by  the'  gentlemen 
who  receive  the  dividends,  to  declare  dividends  under  such  cir- 
cumstances? 

Mr.  Fitch.  The  only  rule  I  know  of  is  that  dividends  must  be  paid 
out  of  the  existing  surplus. 

jSIr.  Prouty.  Let  me  ask  you  if  you  know  of  any  company  that  has 
done  this,  for  instance,  without  having  earned  anything,  without 
having  any  earned  surplus,  but  during  the  year  having  some  surplus 
paid  in  on  premiums,  of  declaring  that  back  as  a  part  of  their  divi- 
dends to  the  stockholders  ? 

Mr.  Fitch.  I  have  made  no  investigation  on  that  point,  but  I  think 
there  have  been  companies  whose  surplus  has  been  depleted  and  then 
increased  by  a  payment  of  premium  or  otherwise  and  the  dividends 
declared  exceeded  that  surplus.     That  is  my  impression. 
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Mr.  Peouty.  What  could  be  the  object  or  purpose  of  that  kind  of, 
I  wiU  say,  manipulation  ? 

Mr.  Fitch.  I  should  say,  Mr.  Prouty,  for  the  same  purpose  as  the 
payment  of  dividends  during  a  so-called  series  of  bad  years,  that  once 
having  established  the  rate,  to  keep  their  record  at  the  same  figure. 

Mr.  Peouty.  Take  the  company  under  consideration.  That  had 
not  been  true,  had  it ;  they  had  not  had  a  12  per  cent  dividend  estab- 
lished for  a  long  period  ? 

Mr.  Fitch.  I  believe  they  had  been  paying  6  per  cent. 

Mr.  Prouty.  They  had  been  paying  6  per  cent?  They  had  only 
been  paying  12  per  cent  during  what  is  called  the  new  administration, 
and  only  a  part  of  that  time  ? 

Mr.  Fitch.  As  far  as  I  know. 

Mr.  Peouty.  What  would  you  infer,  if  you  were  looking  at  this  as 
an  insurance  man,  was  the  real  object  and  purpose  of  paying  back  to 
these  people  who  had  just  paid  in  the  surplus  a  part  of  it  in  the  way 
of  dividends ;  what  would  you  infer  was  the  purpose  of  that  ? 

Mr.  Fitch.  Primarily  the  purpose  would  have  been  to  pay  a  divi- 
dend on  the  stock ;  but  aside  from  that  there  was  certainly,  so  far  as 
the  published  statements  were  concerned,  to  which  I  have  no  further 
access,  an  amount  of  surplus  on  hand  the  first  of  the  year — I  would 
have  no  way  of  going  into  that — ^that  would  seem  to  justify  them  in 
that  payment.  I  refer  to  the  published  statement  in  such  books  as 
the  Index. 

The  Peouty.  Do  you  mean  as  to  all  these  other  companies,  or  as  to 
this  one? 

Mr.  Fitch.  To  this  one  or  to  any.  It  is  difficult  from  the  data 
ordinarily  obtainable  to  find  what  constitutes  that  surplus. 

Mr.  Peouty.  Let  me  put  you  the  question  more  specifically,  with- 
out intending  to  embarrass  j'ou.  Do  you  think  it  is  dealing  fairly 
with  the  stockholders  to  hold  out  to  them  the  fact  that  the  company 
is  earning  large  sums  of  money  and  they  are  in  a  position  to  pay 
dividends,  when  the  dividends  are  paid  out  of  part  of  the  money  that 
the  stockholders  have  just  paid  in? 

Mr.  Fitch.  If  that  statement  is  made  absolutely  clear  and  the  divi- 
dend was  actually  declared  and  there  was  no  surplus,  I  should  say  it 
might  be  criticized. 

Mr.  Peouty.  Say  no  surplus  except  that  which  the  stockholders 
had  themselves  just  paid  in. 

Mr.  Fitch.  No  surplus  at  all,  you  mean? 

Mr.  Peouty.  No. 

Mr.  Fitch.  If  the  company  had  absolutely  no  surplus  ? 

Mr.  Peouty.  I  mean  there  was  no  surplus  except  that  which  the 
stockholders  had  just  paid  in. 

Mr.  Fitch.  No  surplus.  I  should  say  it  should  not  be  returned  to 
them  in  the  form  of  dividends — absolutely  no  surplus — a  case,  how- 
ever, that  did  not  exist,  as  I  understand,  with  reference  to  the  com- 
pany to  which  you  had  direct  reference  in  your  questions. 

Mr.  Peouty.  Take  the  last  dividend  that  was  paid  in  July ;  was 
there  then  on  the  books  of  the  company  any  actual  surplus  except 
that  which  had  been  paid  in  by  stockholders  of  this  company  ? 

Mr.  Fitch.  That  I  could  not  answer,  because  I  have  not  examined 
the  books  to  see. 
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Mr.  Prouty.  Suppose  the  books  show  there  was  no  surplus  there 
except  that  which  had  just  been  paid  in  by  the  stockholders,  would 
you  say  it  was  proper  then  to  continue  that  dividend  ? 

Mr.  Fitch.  If  absolutely  all  other  surplus  had  been  wiped  out  ? 

Mr.  Peotjty.  Yes ;  all  wiped  out. 

Mr.  Fitch.  Putting  your  question  in  that  form,  I  would  say  no. 
You  are  referring  now  to  surplus  from  insurance  business? 

Mr.  PROtiTT.  From  insurance  business. 

Mr.  Fitch.  And  simply  the  premium  on  the  stock  paid  in,  no 
question  about  any  other  features,  just  putting  one  of  those  up 
against  the  other? 

Mr.  Protjty.  Mr.  Carusi  interrogated  you  upon  the  effect  a  sus- 
pension of  the  dividend  would  have  upon  the  policy  holders'  confi- 
dence in  the  company.  Which  do  you  think  would  have  the  greatest 
effect  upon  the  intelligent  policy  holder,  to  have  a  dividend  paid 
when  it  had  not  been  earned  or  to  have  it  passed  when  it  had  not  been 
earned  ? 

Mr.  Fitch.  I  am  not  capable  of  judging  what  would  be  the  effect 
on  the  ordinary  policy  holder,  because  I  do  not  think  he  would  pay 
very  much  attention  to  it.     If  he  was  a  stocldiolder 

Mr.  Prouty.  I  had  assumed  there  were  some  of  them  intelligent. 
You  spoke  of  a  certain  part  of  them  who  were  intelligent. 

jNlr.  Fitch.  I  really  think  that  human  nature  is  so  varied  that  I 
could  not  tell  what  would  be  the  effect. 

Mr.  Prouty.  Do  you  not  think  the  average  man  could  tell  if  there 
had  been  dividends  paid  to  stockholders  it  would  impair  the  fund 
tiut  of  which  his  policy  was  to  be  paid  ? 

Mr.  Fitch.  May  I  ask  you  to  repeat  the  question? 

The  question  was  read  by  the  stenographer. 

^Ir.  Fitch.  Was  that  the  complete  question,  Mr.  Prouty? 

^Ir.  Peoi  TY.  Yes;  that  is  all  of  it. 

Mr.  Fiich.  I  presume  that  be  would  consider  that  if  he  was  satis- 
fied it  actually  worked  an  impairment  to  Ms  security,  he  might  see 
fit  to  find  faiilt  with  it. 

Mr.  Peoi  TY.  It  would  be  apparent  to  anyone  that  whatever  was 
paid  in  dividends  was  that  much  extracted  from  the  fund  with  which 
to  pay  losses  on  policies,  would  it  not?  Any  man  would  be  able  to 
see  that,  or  almost  any  man. 

Mr.  Fitch.  Very  likely. 

Mr.  Prouty.  Do  you  not  think  it  would  increase  the  confidence  of 
the  policy  liolder  then  to  leave  that  fund  in  there  to  be  used  for 
other  purposes  instead  of  paying  it  out  to  the  stockholders? 

Mr.  Fitch.  My  personal  opinion  is  those  arguments  have  but  little 
weight  with  the  policy  holder. 

Mr.  Pkouty.  In  other  words,  you  think  you  can  fool  them  pretty 
easily '. 

Mr.  Fitch.  That  I  do  not  know;  I  really  could  not  tell;  I  never 
tried  to  do  so. 

Mr.  Prouty.  They  are  fooled  pretty  easily,  are  they  not? 

Mr.  Fitgii.  I  do  not  know. 

Sir.  PiiouTY.  They  are  a  set  of  fellows  that  do  not  pay  much  at- 
tention to  what  they  are  investing  in? 
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Mr.  Fitch.  I  would  not  say  that,  because  a  great  majority  of  per- 
sons in  the  United  States  are  policy  holders. 

Mr.  Peouty.  Suppose  there  was  just  enough  to  pay  the  policy 
holders  and  75  per  cent  of  it  was  paid  out  in  dividends,  do  you  think 
you  could  go  ahead  and  fool  them  just  the  same? 

Mr.  Fitch.  Not  in  an  extreme  case  like  that. 

Mr.  PEOtTTY.  How  extreme  does  it  have  to  be  before  it  reaches  the 
general  public? 

Mr.  Fitch.  That  would  be  pretty  hard  to  determine;  unless  the 
company  is  severely  impaired  I  do  not  think  it  would  particularly 
interest  the  policy  holder. 

Mr.  Peouty.  It  would  probably  increase  the  confidence  of  the  fel- 
low who  was  buying  stock  to  have  dividends  paid  on  it,  would  it  not  ? 

Mr.  Fitch,  That  I  think  is  to  be  admitted. 

Mr.  Peouty.  Do  you  think  the  average  man  would  not  inquire  afc 
to  whether  that  dividend  was  paid  from  money  that  had  just  been 
paid  in  or  whether  it  was  paid  from  earnings  ? 

Mr.  Fitch.  I  do  not  think  he  would. 

Mr.  Peouty.  You  think  that  would  be  overlooked  ordinarily  ? 

Mr.  Fitch.  I  think  if  the  company  had  been  doing  business,  had 
been  filing  its  statements  which  were  accepted  by  the  insurance  de- 
partments, was  conducting  its  business  in  a  proper  manner,  I  do  not 
think  that  he  would  defer  cashing  his  check  until  he  made  specific 
inquiries. 

Mr.  Peouty.  That  answer  is  extremely  confusing  to  me — ^his  check  ? 

Mr.  Fitch.  Cashing  his  dividend  check.  We  were  speaking  of 
dividends. 

Mr.  Peouty.  Do  you  think  it  would  have  any  effect  upon  his  pay- 
ing subsequent  installments  upon  the  stock  out  of  which  he  was  going 
to  get  some  more  dividends  ? 

Mr.  Fitch.  I  do  not  know  that  it  would  affect  him  one  way  or  the 
other. 

Mr.  Peouty.  I  thought  Mr.  Carusi's  interrogatories  were  directed 
to  you  for  the  purpose  of  showing  the  danger  that  might  occur  as  to 
the  collection  of  these  subsequent  subscriptions,  by  the  failure  to  de- 
clare dividends,  and  I  thought  you  answered  that  question. 

Mr.  Fitch.  That  was  a  trifle  different.  You  are  referring  now  to 
a  man  who  is  already  a  stockholder  receiving  dividends  and  intend- 
ing to  buy  more. 

Mr.  Peouty.  I  refer  to  one  who  has  bought  stock  on  which  only  a 
partial  payment  has  been  made. 

Mr.  Fitch.  Mr.  Carusi  was  referring  evidently  to  the  man  who 
had  made  one  or  two  payments  and  might  wish  to  withdraw.  The 
two  classes  of  men  I  should  put  in  quite  different  categories.  The 
man  you  refer  to  is  already  a  stockholder;. he  must  have  some  stock 
that  is  all  paid  up  else  he  would  not  have  received  any  dividends. 

Mr.  Peouty.  The  fact  that  he  was  getting  dividends,  even  though 
they  were  paid  out  of  money  he  had  paid  in,  you  think  would  stimu- 
late him  to  pay  some  more  on  those  subscriptions,  .do  you  not? 

Mr.  Fitch.  I  think  he  would. 

Mr.  Peouty.  Do  you  think  that  is  really  a  fair  way  of  dealing 
with  your  stockholders? 

Mr.  Fitch.  Mr.  Prouty,  do  you  put  that  question  to  me,  that  I 
am  dealing  with  the  stockholders,  and  am  admitting 


1502  INTESTIGATIOK   OF   INSURANCE   COMPANIES. 

Mr.  Proutt.  I  am  puttiiig  a  hypothetical  case,  of  course.  But  do 
you  think  it  is  fair  to  deal  with  the  public  upon  the  basis  of  fooling 
them  into  the  belief  they  are  actually  getting  dividends  upon  stock 
earned  when  it  is  really  a  payment  back  of  certain  payments  .of 
money  they  themselves  have  paid  in? 

Mr.  Fitch.  No;  Mr.  Prouty,  if  it  is  a  case  as  I  believe  has  been 
exposed  at  various  times  in  this  country  where  men  are  anxious  to 
invest  on  the  supposition  that  they  are  making  vast  profits,  and  then 
a  part  of  that  money  is  paid  back  to  them  from  month  to  month 
or  from  year  to  year  in  dividends,  enough  to  satisfy  them,  and  then 
the  promoters  disappear  with  the  balance ;  I  can  see  a  difference  be- 
tween that  and  a  legitimate  business  that  has  been  established  for 
years  that  has  been  profitable  in  the  past,  that  has  been  profitable  to 
similar  institutions,  that  is  subject  to  the  ups  and  downs  of  such  a 
business  as  the  insurance  business ;  but  which  come's  out  in  the  law  of 
average,  I  want  to  say  frankly  I  think  there  is  a  vast  difference 
between  the  two. 

Mr.  Prouty.  I  have  not  put  into  my  question  any  intimation  of 
absconding,  or  the  rest  of  it ;  I  am  only  dealing  with  it  to  the  date  we 
find  it.     You  put  that  imputation  in  there. 

Mr.  Fitch.  Yes ;  I  did  so  intentionally,  Mr.  Prouty. 

Mr.  Prouty.  I  wish  to  denounce  it  as  not  any  intimation  of  mine. 

But  when  a  company  is  not  earning  any  money  and  can  only  pay 
back  to  the  stockholders  a  certain  part  of  that  which  they  pay  in,  and 
when  that  is  done  for  the  sole  purpose  of  getting  them  to  pay  more, 
is  it  a  square  deal  ? 

Mr.  Fitch.  I  still  have  to  qualify  my  remark  to  the  effect 

Mr.  Prouty.  Suppose  you  answer  that  question  just  as  I  put  it, 
and  then  you  can  state  a  hypothetical  answer. 

Mr.  Fitch.  If  it  can  be  shown  the  company  is  losing  money,  with 
no  possibility  of  any  change  in  those  conditions,  and  it  is  obviously 
done  for  the  purpose  of  deception,  then  it  is  not  right. 

Mr.  Prouty.  Taking  out  those  frills  you  put  in  there,  is  the  way  I 
suggest  right? 

Mr.  Fitch.  It  still  rests  on  what  is  the  proof  that  they  are  losing 
money. 

Mr.  Prouty.  I  have  not  said  they  were  losing  money. 

Mr.  Fitch.  I  thought  you  did. 

Mr.  Prouty.  I  am  going  to  repeat  that  question  once  more,  with 
the  hope  of  getting  a  square  answer. 

Suppose  the  evidence  in  a  given  case  showed  the  company  had  not 
earned  any  money  and  had  no  actual  surplus  except  that  which  the 
stockholders  themselves  had  recently  paid  in,  and  a  part  of  that  was 
returned  to  them  in  the  form  of  dividends,  with  the  sole  purpose  of 
keeping  them  contented  and  thereby  inducing  them  to  make  further 
payments  on  subscriptions  they  had  already  made;  is  that  a  square 
deal? 

Mr.  Fitch.  No,  sir. 

Mr.  Prouty.  I  gathered  from  your  testimony  you  were  in  this  com- 
pany entirely  as  the  representative  of  Tuttle,  Wightman  &  Dudley; 
is  that  correct? 

Mr.  Fitch.  I  am  an  employee  of  the  firm  of  Tuttle,  Wightman  & 
Dudley. 
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Mr.  Protitt.  You  have  no  official  connection  with  or  responsibility 
to  either  of  the  insurance  companies  ? 

Mr.  Fitch.  No,  sir. 

Mr.  Proutt.  "V^Tien  a  loss  occurs  under  one  of  these  policies,  who 
adjusts  that- loss  ? 

Mr.  Fitch.  Adjusting  is  generally  done  by  an  adjuster 

Mr.  Peouty.  Let  me  ask  the  question  more  specifically ;  is  it  done 
by  a  representative  of  Tuttle,  Wightman  &  Dudley  ? 

Mr.  Fitch.  Bv  a  representative  of  the  Commercial  Fire  Insurance 
Co. 

Mr.  Peouty.  Of  the  company  ? 

Mr.  Fitch.  Yes,  sir;  of  the  company. 

Mr.  Peouty.  "WTio  determines  when  a  loss  shall  or  shall  not  be 
paid? 

Mr.  Fitch.  The  assistant  secretary  or  the  secretary  of  the  com- 
pany. 

Mr.  Peouty.  The  contract,  as  I  read  it  this  morning,  provides 
that  the  firm  of  Tuttle,  Wightman  &  Dudley  shall 

Mr.  Caeusi  (interposing).  Shall  pay  the  expenses. 

Mr.  Peouty.  Well,  it  goes  further  than  that. 

When  a  controversy  arises,  Mr.  Fitch,  as  it  must  necessarily  arise 
between  men  doing  business  with  each  other,  between  Tuttle,  Wight- 
man  &  Dudley  on  the  one  hand  and  the  insurance  company  upon 
the  other,  to  whom  do  you  refer  to  settle  that  controversy  ? 

Mr.  Fitch.  You  refer  to  my  personal  dealings,  Mr.  Prouty? 

Mr.  Peouty.  Yes. 

Mr.  Fitch.  I  have  never  had  any  occasion  to,  and  I  am  sure  I 
do  not  know ;  I  have  nothing  to  do  with  the  company. 

Mr.  Peouty.  Do  you  not  make  reports  to  the  company  ? 

Mr.  Fitch.  No,  sir. 

Mr.  Peouty.  Who  does? 

Mr.  FrrcH.  The  firm  of  Tuttle,  Wightman  &  Dudley.  It  may  be 
done  under  my  supervision,  if  that  is  what  you  mean. 

Mr.  Peouty.  I  understood  you  had  charge 

Mr.  Fitch  (interposing).  I  did  not  quite  understand  your  ques- 
tion. Yes;  reports  are  made  monthly  or  oftener  to  the  company, 
and  when  any  questions  come  up  they  are  a  matter  of  adjustment. 

Mr.  Peouty.  Who  represents  the  company  on  those  occasions? 

Mr.  Fitch.  The  assistant  secretary,  generally. 

Mr.  Peouty.  He  takes  the  field  against  Tuttle,  the  president  of  the 
company  on  the  one  side  and  the  vice  president  on  the  other? 

Mr.  Fitch.  I  never  saw  them  in  that  way.  As  a  rule  it  is  taken 
up  between  the  assistant  secretary  on  the  one  side  and  myself  on  the 
other. 

Mr.  Peouty.  But  suppose  you  didn't  agree  as  to  the  construction 
of  that  contract  or  as  to  the  payment  of  certain  things  that  are  pro- 
vided for  and  which  I  see  could  be  easily  susceptible  of  two  interpre- 
tations: who  is  the  arbitrator;  who  appears  for  the  company? 

Mr.  Fitch.  I  should  say  in  that  case  the  board  of  directors  would 
appear  for  the  company. 

Mr.  Peouty.  Who  are  the  board  of  directors,  for  instance,  of  the 
Commercial  ? 

Mr.  Fitch.  I  am  sorry  I  can  not  give  you  their  names;  they  are 
published  in  our  statements. 


1504  INVESTIGATION   OF   INSURANCE   COMPANIES. 

Mr.  Prouty.  Mr.  Tuttle  is  one  of  them;  is  he  not? 

^Ir.  Fitch.  Yes. 

Mr.  Peoutt.  'Sh:  Wightman  is  one  of  them  ? 

Mr.  Fitch.  I  think  so. 

ilr.  Pbotjtt.  Mr.  Dudley  is  one  of  them  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Prouty.  They  are  all  three  members  of  the  other  compain' 
also,  are  they  not? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Prouty.  Whom  would  they  represent  when  they  got  there  ? 

Mr.  Fitch.  Being  in  the  minority  on  the  board  of  directors  I  pre- 
sume they  would  represent  themselves  and  let  the  other  members 
look  out  for  the  company. 

Mr.  Prouty.  And  let  the  other  fellows  take  care  of  themselves? 

Mr.  Fitch.  I  never  was  present  at  a  board  of  directors'  meeting  to 
see  just  how  they  squared  off  at  each  other. 

Mr.  Prouty.  You  have  never  had  occasion  to  refer  any  matter  of 
a  controversy  between  the  company  and  Tuttle,  Wightman  &  Dudley 
to  anybody? 

Mr.  Fitch.  I  never  have. 

Mr.  Peoutt.  There  has  been  perfect  harmony? 

Mr.  Fitch.  So  far,  fortunately. 

Mr.  Prouty.  Whatever  Messrs.  Tuttle,  Wightman  &  Dudley  (Inc.) 
say  goes,  does  it  not '. 

Mr.  Fitch.  It  has  never  come  up  in  that  way ;  no,  I  would  not  like 
to  answer  that. 

Mr.  Prouty.  I  am  stating  it  plainly;  it  goes  without  any  criti- 
cism? 

Mr.  Fitch.  Remembering  some  very  serious  controversies  that 
Mr.  ]McKee  and  I  have  had  over  certain  points,  which  they  decided 
in  their  own  way,  I  would  not  answer  that  question  "yes." 

]Mr.  Prouty.  Mr.  ^IcKee,  I  infer,  has  no  interest  in  the  firm  of 
Tuttle,  Wightman  &  Dudley? 

Mr.  Fitch.  Xo,  sir;  none  at  all. 

j\Ir.  Prouty.  He  is  there  as  the  sole  representative  of  the  insurance 
company  ? 

Mr.  Fitch.  He  is  there  as  an  employee  of  the  insurance  company. 

Mr.  Prouty.  Who  employs  him? 

Mr.  Fitch.  The  insurance  company. 

Mr.  Prouty.  Who  is  the  man  who  employs  him? 

Mr.  Fitch.  The  directors. 

Mr.  Prouty.  Who  is  president  of  the  board  of  directors? 

Mr.  Fitch.  I  do  not  know. 

Mr.  Peoutt.  Who  is  chairman  of  the  board  of  directors? 

Mr.  Fitch.  I  really  could  not  say,  Mr.  Prouty;  I  was  never  at  a 
directors'  meeting. 

Mr.  Prouty.  You  never  have  had  any  occasion  to  do  business  with 
unyone  connected  with  the  company  except  its  assistant  secretary? 

Mr.  Fitch.  With  its  assistant  secretary,  he  being  the  head  of 
the  office  of  the  Commercial  Fire  Insurance  Co. 

Mr.  Prouty.  If  I  correctly  caught  an  intimation  you  gave  a 
minute  ago,  he  has  been  pretty  loyal  to  that  company. 

Mr.  Fitch.  Yes. 
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Mr.  Peoutt.  And  you  and  he  have  had  some  scraps  over  matters? 

Mr.  Fitch.  I  remember  one. 

Mr.  Peoutt.  And  you,  of  course,  were  loyal  to  Tuttle,  Wightmait 
&  Dudlej',  were  you  not? 

Mr.  Fitch.  Naturally. 

Mr.  Prouty.  Suppose  that  you  and  he  could  not  have  settled  your 
controversy,  to  whom  would  you  have  appealed  to  settle  it  ? 

Mr.  Fitch.  I  should  have  put  up  my  side  of  the  controversy  to 
Mr.  Tuttle. 

Mr.  Peouty.  As  a  representative  of  whom? 

Mr.  Fitch.  Tuttle,  Wightman  &  Dudley. 

Mr.  Peoutt.  Whom  would  he  finally  put  his  side  up  to,  do  jovi 
suppose  ? 

Mr.  Fitch.  I  really  do  not  know,  Mr.  Prouty. 

Mr.  Peouty.  That  is  all. 

Mr.  Redfield.  Mr.  Fitch,  do  you  know  how  the  22  companies,  to 
which  reference  has  been  made  in  your  direct  examination,  came  to  be 
selected  ? 

Mr.  Fitch.  I  understand  that  they  were  selected  as  the  22  com- 
panies having  a  million  dollars  or  more  capital  in  the  year  of  1910. 

Mr.  EEDriELD.  Do  you  know  how  the  omissions  were  made,  ^nd, 
why  there  were  not  more  than  22  ? 

Mr.  Fitch.  Why,  as  I  said,  Mr.  Eedfield,  I  did  not  prepare  thft 
list;  I  do  not  know  that  I  ever  checked  it. 

Mr.  Kedfield.  Do  you  know  who  did? 

Mr.  Fitch.  I  do  notlmow.    It  was  done  before  I  came  to  the  office.' 

Mr.  Eedfield.  You  said,  I  thinkj  you  had  been  an  insurance  man 
for  some  years? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Eedfield.  Now,  do  you  not,  as  a  matter  of  fact,  know  there 
are  more  than  22  millionaire  American  companies? 

Mr.  Fitch.  There  are  more  now.  There  are  27  companies,  I  thjpk, 
with  a  million  dollars  capital  or  more. 

Mr,  Eedfield.  Were  there  not  as  many  as  that  in  1910  ? 

Mr.  Fitch.  No,  sir.  Several  of  those  companies  increased  thei^' 
capital  during  1911,  and  it  occurs  to  me  there  were  27  in  1911. 

Mr.  Eedfield.  You  would  like  the  committee  to  judge  your  ability 
and  knowledge  as  an  insurance  man  upon  the  statement  that  there 
were  not  over  27  millionaire  American  companies  in  the  year  1910, 
would  you  ? 

Mr.  Fitch.  In  1910? 

Mr.  Eedfield.  Yes. 

Mr.  Fitch.  I  believe  not  over  22,  23,  or  24.  I  really  do  not  remem- 
ber the  exact  number,  and  I  should  dislike  to  stake  my  reputation  as 
an  insurance  man  on  a  count  of  the  companies,  which  can  be  easily 
verified  by  any  insurance  publication,  as  to  the  number  of  compa^ies 
having  a  million  dollars  capital  or  more  in  1910. 

Mr.  Eei+field.  Do  you  know  what  the  capital  of  the  Williams- 
burg City  Co.  is  ? 

Mr.  Fitch.  No,  sir ;  but  if  you  will  allow  me  to  refer  to  this  pocket 
index  I  can  give  you  that  information. 

Mr.  Eedfield.  I  wish  you  would,  please.  ,,, 
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Mr.  Fitch.  The  Williamsburg  City,  the  capital  in  1910  was  $250,- 
000,  and  I  might  say  also  in  1911,  ilr.  Redfield,  if  you  wish  any  fur- 
ther figures. 

Mr.  Redfield.  No;  I  am  making  comparisons  with  the  year  1910. 
And  what  was  the  capital  of  the  Buffalo  Grerman  in  1910? 

Mr.  Fitch.  $200,000. 

Mr.  REDnELD.  And  the  Fidelity-Phenix  ? 

Mr.  Fitch.  $2,500,000. 

Mr.  Redfield.  Well,  why  was  the  Fidelity-Phenix  omitted  as  one 
of  the  millionaire  American  companies  from  among  your  22? 

Mr.  FiCTH.  Mr.  Redfield,  I  explained  that  that  list  was  not  made 
up  by  me. 

Mr.  Redfield.  You  do  not  know,  do  you  ? 

Mr.  FiTCH.  I  do  not  know  why  it  was  omitted ;  no,  sir. 

Mr.  Redfield.  "What  was  the  capital  of  the  Fire  Association  of 
Philadelphia? 

Mr.  FiTCH.  $750,000. 

Mr.  Redfield.  And  the  Girard  Fire  &  Marine,  of  Philadelphia? 

Mr.  FiTCH.  $500,000. 

Mr.  Redfield.  The  Providence-Washington?  This  is  all  of  the 
year  1910. 

Mr.  FiTCH.  $500,000. 

Mr.  Redfield.  Well,  then,  Mr.  Fitch,  do  you  use  the  words  "  mil- 
lionaire companies,"  or  do  you  mean  to  draw  a  distinction  between 
this  statement,  taken  from  page  27  of  the  book  "  To  the  Two  Thou- 
sand Owners,"  22  American  companies,  which  have  a  capital  of  a 
million  dollars  or  more,  and  the  statement  made  by  the  Spectator  Co. 
of  60  millionaire  companies  as  referring  to  two  different  things? 

Mr.  Fitch.  I  have  not  before  me  the  list  that  you  refer  to.  Mi. 
Redfield,  but  if  I  remember  the  wording  of  that  book,  it  refers  to  22 
companies  having  a  capitalization  of  $1,000,000  or  more. 

Mr.  Redfield.  You  are  making  the  distinction 

Mr.  Fitch  (interposing).  Yes,  sir. 

Mr.  Redfield  (continuing).  Carefully  between  the  total  .amount 
of  the  capital  stock  of  the  companies  as  distinguished  from  the 
actual  property  that  the  company  may  own  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Redfield.  That  is  the  distinction  you  make  ? 

Mr.  Fitch.  Yes,  sir;  the  capitalization. 

Mr.  Redfield.  That  is  all. 

Mr.  Caeusi.  May  I  see  that  book,  if  you  have  finished  with  it — the 
took  you  have  in  your  hand? 

Book  handed  to  Mr.  Carusi  by  Mr.  Redfield. 

Mr.  Caeusi.  Have  you  finished  your  questions  ? 

Mr.  Redfield.  Yes;  I  am  all  through. 

Mr.  Carusi.  I  will  ask  you  to  look  at  the  booklet,  Mr.  Fitch,  and 
say  whether  the  reference  there  is  not  distinctly  made  to  companies 
having  a  capital  stock  of  a  million  dollars  or  more  [handing  book 
to  Mr.  Fitch]. 

Mr.  Fitch.  If  I  may  read  from  the  book,  this  is  the  average  net 
earnings  from  all  sources  for  1910  on  the  capital  stock  of  22  Amer- 
ican fire  insurance  companies  capitalized  at  $1,000,000  or  more. 
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Mr.  Caeusi.  Yes.     That  is  all  on  that. 
Mr.  Ebdfield.  That  is  all. 

Mr.  Carusi.  Mr.  Fitch,  one  or  two  other  questions  were  suggested 
by  the  cross-examination.  You  came  with  the  Commercial  about  the 
time  that  Messrs  Tuttle,  Wighman  &  Dudley  acquired  it  on  be- 
half of  the  Protective  Holding  Corporation,  did  you  not? 

Mr.  Fitch.  Well,  not  being  exactly  familiar 

Mr.  Caeusi  (interposing) .  Oh,  I  remember  now ;  it  was  1912  you 
came? 

Mr.  Fitch.  Yes ;  1912. 

Mr.  Caeusi.  Not  1911. 

Mr.  Fitch.  No  ;  1912 ;  one  year  ago. 

Mr.  Caeusi.  You  have  no  personal  knowledge,  then,  as  to  what  the 
earned  surplus  was  at  the  time  the  new  management  took  hold  of 
the  company? 

Mr.  Fitch.  No,  sir. 

Mr.  Caeusi.  There  is  one  point  I  think  ought  to  be  cleared  up. 
There  are  two  classes  of  persons  who  have  a  stock  interest  in  the 
Commercial  Fire  Insurance  Co.,  are  there  not;  one  class,  stockholders ; 
the  other  class,  subscribers  to  stock ;  is  that  correct  ? 

Mr.  Fitch.  That  is  correct. 

Mr.  Caeusi.  The  stockholder  has  paid  in  full  for  his  stock  and  has 
received  a  certificate  of  that  fact  from  the  proper  officers  of  the  com- 
pany, and  becomes  entitled  to  any  dividend  which  may  be  declared 
while  he  is  a  stockholder  of  record  ? 

Mr.  Fitch.  That  is  true. 

Mr.  Caeusi.  That  is  correct  ? 

Mr.  Fitch.  Yes. 

Mr.  Caeusi.  In  the  case  of  a  person  entering  into  an  executory  con- 
tract for  the  purchase  of  a  share  in  the  company,  he  agrees  to  pay 
in  so  many  installments  a  certain  sum  of  money,  and  the  company 
agrees  that  when  he  shall  have  paid  in  the  whole  amount  he  shall 
receive  a  certificate  of  stock  and  shall  be  carried  on  the  book  of  the 
company  as  a  stockholder.    Is  that  correct? 

Mr.  Fitch.  That  is  my  understanding. 

Mr.  Caeusi.  No  dividends  are  paid  to  the  subscriber  for  stock  as 
distinguished  from  the  stockholder ;  is  not  that  correct  ? 

Mr.  Fitch.  As  I  understand,  none  is  paid  except  to  those  who  own 
stock. 

Mr.  Caeusi.  The  subscriber  for  stock  has  entered  into  a  valid, 
binding,  written  contract  with  the  company  to  complete  the  pay- 
ments that  he  has  undertaken  to  make,  quite  irrespective  of  whether 
the  company  pays  any  dividends  to  some  other  class  of  persons, 
known  as  stockholders,  or  not ;  is  not  that  so  ? 

Mr.  Fitch.  That  is  true. 

Mr.  Caeusi.  Those  subscriptions  could,  theoretically,  be  collected 
by  process  of  law  in  the  courts  in  case  the  subscriber  declined  to  com- 
plete his  payments  ? 

Mr.  Fitch.  I  think  so. 

Mr.  Caeusi.  As  a  practical  matter,  it  might  be  very  difficult,  might 
it  not,  for  a  company  to  collect  installments,  many  of  them  small, 
from  people  residing  at  widely  scattered  points  of  the  country  ? 

Mr.  Fitch.  I  think  it  would  be  very  difficult. 
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Mr.  Caeusi.  And  if  after  the  expense  was  paid  out  to  secure  those 
subscriptions  the  stockholders  declined  to  complete  them  it  would 
involve  the  company  in  expense  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  So  that  it  is  not  so  that  the  stockholder  is  given  back 
a  part  of  what  he  pays  in  with  the  idea  of  stimulating  him  to  go  on 
and  complete  his  subscription:  his  subscription  is  already  complete 
is  it  not? 

Mr.  Fitch.  That  is  quite  true. 

Mr.  Carusi.  At  most,  to  follow  out  the  suggestion  conveyed  to 
those  questions,  it  might  be  the  payment  of  unearned  dividends  to 
one  class  of  persons  would  have  the  effect  of  stimulating  another  and 
distinct  class  of  persons  to  buy  the  stock  of  the  company  ? 

Mr.  FiT(  H.  Let  me  ask  for  that  question. 

Question  read  by  the  stenographer. 

Mr.  Fitch.  It  might.  I  do  not  know  to  what  relation  these  two 
classes  might  ever  be  brought  into  contact  with  each  other. 

Mr.  Cari^si.  Did  you  e\-er  know  of  any  differences  arising  between 
Tuttle,  Wightman  &  Dudley  (Inc.)  on  the  one  hand  and  the  company 
on  the  other  hand — any  differences? 

Mr.  Fitch.  Xo,  sir. 

Mr.  Cakusi.  Knowing  the  relation  occupied  by  the  underwriting 
company  to  the  insurance  company,  can  you  imagine  any  differences 
other  than  those  involved  in  the  legal  construction  of  the  contract 
itself,  that  could  be  likely  to  arise? 

Mr.  P'lTCH.  I  do  not. 

Mr.  Carist.  In  other  words,  is  there  not  an  almost  complete 
identity  of  interests  so  far  as  the  underwriting  is  concerned? 

Mr.  Fitch.  A  complete  identity,  inasmuch  as  the  rights  of  either 
party,  if  you  wish  me  to  put  it  in  that  way,  are  clearly  understood. 
There  is  no  occasion  for  adjusting  differences.  The  contract  pro- 
vides  

Mr.  Carusi  (interposing).  I  wish  to  call  your  attention  to  one 
clause  in  that  contract 

Mr.  Fitch.  It  is  being  copied  and  is  not  here. 

Mr.  Carusi.  Well,  subject  to  correction  from  the  copy  itself,  when 
we  get  hold  of  it  again  I  want  to  call  your  attention  to  that  clause 
of  the  contract  which  provides  that  the  board  of  directors  of  the 
Commercial  Fire  Insurance  Co.  shall  have  the  right  to  direct  the  can- 
cellation of  any  business  which,  in  its  judgment,  is  unprofitable  to  the 
company  and  shall  have  a  right  to  limit  the  amount  and  kind  of  busi- 
ness that  the  fire  underwriters  shall  put  upon  its  books.  That  is  sub- 
ject to  correction  from  the  original  when  we  get  it.  Assuming  that 
that  provision  is  substantially  to  be  found  in  the  contract,  would  not 
the  insurance  company,  through  its  directors  not  personally  con- 
cerned or  interested  in  Tuttle,  Wightman,  or  Dudley,  be  able  to  pro- 
tect the  company  from  reckless  or  improvident  underwriting? 

Mr.  Fitch.  They  certainly  would.  The  board  of  directors  would 
contain  a  majority. 

Mr.  Carusi.  How  can  a  board  of  directors  ever  tell  anything  about 
the  character  of  the  business,  except  from  the  results,  and  then  if 
the  results  are  unsatisfactory,  by  an  immediate  investigation  to  as- 
certain the  cause  of  the  losses  being  unusually  heavy  ? 
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Mr.  Fitch.  That  would  be  the  only  method.  It  would  be  the  only 
method  to  be  pursued  by  directors  or  individuals. 

Mr.  Caeusi.  And,  of  course,  the  directors  themselves  subject  to 
removal  by  the  stockholders  at  any  annual  election  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Caeusi.  With  or  without  cause,  if  the  results  are  not  satis- 
factory to  the  stockholders? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Caeusi.  I  think  that  is  all. 

Mr.  Peouty.  Just  a  word  on  that  same  subject.  You  say  there 
have  been  no  differences  arising  between  Tuttle,  Wightman  &  Dudley 
and  these  insurance  companies? 

Mr.  Fitch.  Not  to  my  knowledge. 

Mr.  Peouty.  It  would  not  be  possible  to  have  differences  arise, 
would  it,  when  the  same  people  represent  both  sides? 

Mr.  Fitch.  Well,  I  do  not  see — I  do  not  look  at  it  in  that  way, 
Mr.  Prouty;  I  do  not  see  any  occasion  as  yet  for  any  differences  to 
arise  over  the  contract. 

Mr.  Peouty.  Let  me  make  just  on«  little  suggestion.  Suppose 
that  the  insurance  companies  thought  that  Tuttle,  Wightman  & 
Dudley  did  not  pay  enough  rent  for  the  office  room  they  are  occupy- 
ing in  the  building,  who  would  decide  that  question  ? 

Mr.  Fitch.  The  board  of  directors. 

Mr.  Peouty.  Ccnnposed  of? 

Mr.  Fitch.  Thirteen  members,  I  believe  the  number  is,  of  which 
Tuttle,  Wig-htman  &  Dudley  are  three. 

Mr.  Peouty.  Well,  primarily  it  would  not  be  referred  to  the  board 
of  directors  except  in  the  case  of  a  serious  dispute  ? 

Mr.  Fitch.  Possibly  not. 

Mr.  Peouty.  If  the  president  and  secretary  of  the  insurance  com- 
pany would  agree  to  the  price  with  Tuttle,  Wightman  &  Dudley,  then 
there  ifrould  not  be  any  reference  to  the  board  of  directors,  would 
there? 

Mr.  Fitch.  Well,  that  would  be  a  matter  of  proceeding  between 
the  president  and  the  secretary  that  I  am  not  familiar  with.  I  do 
nbt  think  I  would  be  competent  to  testify  as  to  what  extent  they  take 
those  matters  up. 

Mr.  Peouty.  The  thought  I  am  trying  to  accen,tuate  here  is  that 
these  parties  that  control  Tuttle,  Wightman  &  Dudley  are  also  con- 
trolling the  insurance  companies,  and  under  those  circumstances 
there  ought  not  to  be  any  serious  disagreement  between  them. 

Mr.  Fitch.  Well,  Mr.  Prouty,  of  course,  as  I  have  said,  what  dis- 
cussions there  might  be  between  the  president  and  secretary,  and 
whether  or  not  it  is  taken  up  at  the  directors'  regular  weekly  meet- 
ing, I  do  not  know.  My  own  personal  knowledge  of  such  differ- 
ences would  be  with  reference  to  matters  of  detail — minor  detail,  if 
you  wish  to  put  it  that  way — between  the  company  and  firm.  Those, 
so  far,  have  been  adjusted  between  us  without  any  reference  to 
anyone. 

Mr.  Peouty.  Is  there  an  executive  board  of  the  insurance  com- 
panies or  either  of  them  ? 

Mr.  Fitch.  They  have  a  board  of  directors,  and  I  know  there  is 
a  financial  committee,  and  I  presume 

Mr.  Peouty  (interposing).  Who  is  on  that  financial  committee 
in  the  Commercial  ? 
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Mr.  Fitch.  I  could  not  give  the  personnel. 

Mr.  Prouty.  You  could  not  give  any  of  them  ? 

Mr.  Fitch.  No,  sir;  I  never  attended  any  directors'  meeting  or 
committee  meeting. 

Mr.  Peotjtt.  Is  Mr.  Tuttle  on  it  ? 

Mr.  Fitch.  I  could  not  say. 

Mr.  Peoitty.  Now,  going  back  just  a  little  bit  further  in  your 
testimony,  covered  by  the  examination  of  Mr.  Carusi.  It  devel- 
oped that  there  were  two  classes  of  persons  interested  in  the  funds 
secured  by  subscription  to  these  stock  certificates.  One  class  of 
them  where  it  has  been  paid  up  in  full,  and  another  class  where  it 
has  only  been  paid  up  in  part.  Do  you  think  it  would  stimulate  the 
fellows  to  pay  up  the  rest  of  their  subscriptions  if  they  knew  that  a 
part  of  the  money  that  they  had  paid  in  had  been  paid  out  to  the 
other  fellows,  although  the  stock  of  those  fellows  had  not  earned 
anything  ? 

Mr.  Fitch.  If  such  were  the  facts  in  the  case  ? 

Mr.  Prouty.  Yes. 

Mr.  FiTCir.  I  do  not  think  it  would  be  any  stimulus. 

Mr.  Prouty.  Well,  then,  what  possible  object  could  there  be  in 
doing  that,  unless  it  was  done  in  a  way  that  was  intended  to  deceive 
them  or  mislead  them? 

Mr.  Fitch.  "Well,  I  do  not  know  that  that  has  been  done;  that  the 
payments  made  by  these  stockholders  who  are  purchasing  on  the  in- 
stallment plan — I  do  not  know  that  those  funds  have  been  used. 

Mr.  Prouty.  AVell,  I  assume  you  are  familiar  enough  with  the 
company  to  know  that  certain  moneys  that  have  been  paid  in  on 
these  subscriptions  as  premiums  by  the  fellows  who  have  not  yet 
secured  their  stock  have  been  paid  out  to  the  other  fellows  as  divi- 
dends on  the  stock  they  have? 

Mr.  Fitch.  I  am  not  posted  enough  on  that  to  admit  it. 

^Ir.  Prouty.  Well,  suppose  that  was  the  fact,  would  you  consider 
that  a  proper  business  transaction? 

Mr.  Fitch.  No,  sir ;  if  that  was  actually  the  case. 

Mr.  Prouty.  That  is  all. 

Mr.  Carusi.  In  order  to  clear  up  this  question,  which  is  certainly 
one  of  the  most  important  that  we  have  been  discussing:  There  have 
been  a  great  many  questions  which  have  assumed  a  dividing  up  of 
ditlerent  elements  of  revenue,  and  an  application  of  some  of  the 
revenue  to  one  thing  and  some  of  the  revenue  to  another  thing,  as 
if  they  were  separate  accounts.  Now,  I  will  state,  for  your  informa- 
tion, something  that  Mr.  Wolfe  testified  to,  and  which  is  already,  I 
think,  abundantly  proved :  At  the  time  Tuttle,  Wightman  &  Dudley 
acquired  the  Commercial  Fire  Insurance  Co.  it  had  an  actually  earned 
surplus  of  something  over  $36,000.  Now,  leaving  that  for  awhile,  to 
come  back  to  it  later  on,  the  income  of  the  Commercial  Fire  Insur- 
ance Co.  during  1912  was  derived  from  two  main  sources,  leaving  out 
the  mere  income  on  investments,  and  those  two  main  sources  were, 
first,  gross  premium  income,  and  the  other  was  premium  paid  in  on 
the  sale  of  stock.  Now,  take  first  the  gross  premium  income  and 
let  us  apply  it  to  those  things  which  it  is  logically  first  applicable 
to.  The  first  thing  that  you  do  pay  out  of  your  gross  premium 
income  is  your  expenses ;  is  not  that  so  ? 
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Mr.  Fitch.  Yes,  sir. 

Mr.  Caktjsi.  The  second  thing  that  you  do  with  what  is  left  of  the 
gross  premium  income  is  to  set  a  part  of  it  aside  in  a  fund  provided 
by  law  to  be  set  aside  out  of  the  gross  premium  income  and  out  of 
nothing  else,  to  wit,  your  reinsurance  reserve  fund  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Caeusi.  Now,  you  have  something  left  still  of  your  gross 
premium  income,  and  the  next  thing  that  you  do  with  it  is  to  apply 
it  to  the  payment  of  such  fire  losses  as  have  occurred  and  upon 
which  payment  is  due;  is  not  that  so? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  If  your  fire  losses  have  been  more  than  enough  to 
exhaust  the  balance  of  the  gross  premium  income,  after  the  two 
applications  that  have  been  indicated,  you  must  make  up  the  differ- 
ence from  some  other  source ;  is  not  that  so  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  The  other  source  of  income  was  from  the  premium 
on  the  sale  of  stock.  That  stock  was  sold  at  a  premium  in  order  to 
provide  the  means  of  paying  losses  or  making  good  a  reinsurance 
reserve  fund  or  paying  the  expenses  of  putting  business  upon  your 
books  which  otherwise  you  would  not  have  been  able  to  do;  is  not 
that  so? 

Mr.  Fitch.  That  is  true.  , 

Mr.  Carusi.  In  the  case  of  a  company  which  is  rapidly  increasing 
its  premium  income,  so  that  to  what  is  left  from  the  gross  premium 
income,  after  the  expenses  have  been  paid  of  putting  the  business  on 
the  booksj  after  the  unearned  premium  reserve  fund  has  been  prop- 
erly created,  and  after  so  much  of  the  losses  have  been  paid  as  the 
balance  will  pay,  you  then  take  enough  additional  out  of  what  has 
been  paid  in  as  premium  on  the  sale  of  stock  to  make  good  the  bal- 
ance of  the  losses,  do  you  not  ? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  Assuming  that  at  the  time  the  dividend  was  declared 
and  paid  in  July  of  1912  there  was  still  left  a  portion  of  the  premium 
from  the  sale  of  stock,  and.  in  addition  to  that,  there  was  left  some 
$18,000  out  of  the  $36,000  of  earned  surplus  that  the  company  had 
started  with;  then,  if  $16,000  was  paid  in  dividends  in  July,  why 
would  it  not  be  not  only  proper,  but  more  proper,  to  say  that  that 
$16,000  was  paid  out  or  earned  premiums  which  had  accumulated 
in  former  years  than  to  say  that  it  was  paid  out  of  what  some  stock- 
holders had  paid  in  on  the  purchase  of  their  stock  ? 

Mr.  Fitch.  It  would  be  perfectly  proper,  because  the  premium  or 
the  surplus  fund  from  the  sale  of  the  stock  is  distinctly  understood 
to  take  care  of  the  losses  that  you  have  referred  to. 

Mr.  Carusi.  Now,  if  they  started  with  $36,000  at  the  time  Tuttle, 
Wightman  &  Dudley  took  over  the  Commercial,  and  the  entire  divi- 
dends paid  after  that  time  amounted  to  $35,000,  made  up  as  follows : 
Seven  thousand  dollars  declared  and  paid  in  the  middle  of  1911; 
$12,000  declared  and  paid,  or  rather  declared  in  December  of  1911, 
but  not  paid  until  1912,  and  $16,000  declared  and  paid  in  the  sum- 
mer of  1912,  all  of  those  dividends  could  have  been  paid  out  of  that 
$36,000,  and  still  leave  a  thousand  dollars  of  earned  surplus? 

Mr.  Fitch.  It  could  be.  It  certainly  was.  The  figures  are  cor- 
rect. 
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Mr.  Cabtjsi.  That  is  all. 

.  Mr.  Peotjty.  Let  me  help  clarify  this  a  little  bit.  Suppose  that 
all  the  money  that  had  been  taken  in  for  premium  had  been  paid  out 
a,nd  exhausted  in  the  payment  of  legitimate  expenses  and  losses,  and 
there  was  left  nothing  in  the  treasury  available  except  premium  that 
the  stockholders  had  paid  in,  do  you  think  it  a  legitimate  business  to 
turn  around  and  declare  a  dividend  out  of  that  and  pay  it  back  to 
ifeem  ? 

Mr.  Fitch.  But  the  $36,000  still  remains 

Mr.  Proutt  (interposing).  Just  answer  my  question.  I  have 
assumed  everything  that  is  necessary  to  enter  into  that  question. 

Mr.  Fitch.  No. 

Mr.  Prouty.  Did  you  ever  know  of  a  company  collecting  in  pre- 
milmi  on  stock  to  pay  dividends  on  stock? 

Mr.  Fitch.  Xo;  I  do  not  know  that  I  ever  have,  Mr.  Prouty. 

Mr.  Prouty.  I  think  you  correctly  said  that  it  was  ordinarily  col- 
lected in  for  the  purpose  of  paying  losses  ? 

Mr.  Fitch.  It  is  collected  for  the  purpose  of  creating  a  surplus, 
and  that  surplus  takes  care  of  many  other  things  besides  losses — ^the 
losses  or  the  reserve. 

Mr.  Prouty.  The  losses  or  the  expenses? 

Mr.  Fitch.  The  losses  or  the  reserve,  which  is  neither. 

Mr.  Prouty.  The  losses  or  the  reserve  ? 

Mr.  Fitch.  Yes. 

Mr.  Prouty.  Is  there  any  defense  of  a  policy  which  would  simply 
collect  in  premium  on  stock  so  as  to  be  able  to  pay  part  of  it  back 
in  dividends  to  the  stockholders? 

Ml'.  Fitch.  For  that  purpose  only,  no,  sir. 

Mr.  Prouty.  That  is  all. 

Mr.  Carusi.  I  have  no  further  questions. 

Mr.  Tutti^e  will  be  our  next  witness. 

STATEMENT  OF  ROBERT  R.  TUTTLE. 

The  witness  was  duly  sworn  by  the  chairman  of  the  subcommittee. 

Mr.  Carusi.  Your  name  is  Eobert  R.  Tuttle  ? 

Mr.  TtnrrLE.  It  is. 

Mr.  Carusi.  Your  residence  Washington,  D.  C.  ? 

Mi-.  Tuttle.  Yes,  sir. 
,  Mr.  Carusi.  About  how  long,  Mr.  Tuttle^  have  you  been  engaged, 
starting  back  at  the  very  beginning  of  your  career,  in  the  fire-insurance 
business;  about  how  many  years? 

Mr.  Tuttle.  Twenty-five. 

Mr.  Carusi.  Where  did  you  start  in  first  ? 

Mr.  Tuttle.  In  a  local  agency  in  a  small  village  up  in  New  York 
State. 

Mr.  Carusi.  Afterwards  you  went  to  New  York  City,  did  you  not, 
ahd  were  employed  by  some  of  the  insurance  companies  there  ? 

Mr.  TuTTiiE.  Yes,  sir. 

Mr.  Carusi.  Which  ones  were  they,  if  you  remember  ? 

Mr.  Tuttle.  Well,  I  was  in  the  Niagara  office — the  Niagara  Fire 
Insurance  Co. ;  the  Continental  Fire  Insurance  Co.,  the  Americao  In- 
ipiranee  Co.,  of  New  York,  and  the  Imperial  Insurance  Co.,  of  Lon- 
don— its  New  York  office. 
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Mr.  Caeusi.  About  how  long  did  you  stay  in  New  York  City  '>. 

Mr.  TtTTTLE.  Why,  I  think  a-bout  seven  or  eight  years. 

Mr.  Carusi.  Were  you  employed  seven  or  eight  years  in  some  of 
those  companies  that  you  have  mentioned? 

Mr.  TtriTLE.  Yes,  sir. 

Mr.  Carusi.  They  were  among  the  largest  and  most  successful  fire- 
insurance  companies  in  New  Yorlt,  were  they  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  The  Continental  is  the  biggest  fire  insurance  com- 
pany in  the  United  States,  is  it  not  ? 

Mr.  TuTTLE.  Not  the, biggest — one  of  the  best. 

Mr.  Carusi.  Which  is  the  biggest,  just  for  information? 

Mr.  TuTTLE.  The  Home,  I  think. 

Mr.  Carusi.  The  Home.  From  New  York  City  you  went  out  to 
Newburgh  ? 

Mr.  TuTTLB.  Yes. 

Mr.  Carusi.  And  I  would  like  you  to  tell  the  committee  about  your 
experiences  there,  particularly  in  reference  to  the  organization  of  the 
Highland  Mutual  Fire  Insurance  Co. 

Mr.  TuTTLE.  At  that  time  the  law  of  the  State  of  New  York  per- 
mitted of  the  organization  of  what  they  called  "  Stock  Mutual  Cbm- 
panies,"  to  have  a  capital  of  $100,000,  of  which  $20,000  was  to  be  paid 
in,  in  cash,  and  $80,000  on  capital  stock  notes,  or  the  law,  interchange- 
ably, called  them  "  premium  notes."  I  organized  the  Highland  Mutual 
amohg  the  propetty  owners  of  Orange  and  Sullivan  and  Dutchess 
Counties,  and  did  it  without  any  expense  to  the  company  or  the 
sttOckholders ;  bore  the  expense  out  of  my  own  pocket. 

Mr.  Carusi.  What  part  were  you  to  have  with  the  company  ? 

Mr.  TuTTLE.  I  was  its  secretary. 

Mr.  Caeusi.  You  were  to  be  its  secretary  when  you  organized  it  I 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  And  you  say  you  paid  what  organization  expenses 
there  were  out  of  your  pocket  and  charged  no  commission  in  placing 
the  stock? 

Mr.  Ttjttle.  That  is  right. 

Mr.  Caeusi.  How  long  did  that  company  stay  in  existence  ? 

Mr.  TuTTLE.  A  year  and  a  half. 

Mr.  CakUsi.  And  why  did  it  go  out  of  existence  ? 

Mr.  TuT'n.E.  There  was  another  company  in  Poughkeepsie  organ- 
ized on  the  same  plan,  but  an  old  company,  called  the  Duchess 
Mutual,  the  president  of  which  was  a  political  foe  of  Lou  Payne,  who 
was  superintendent  of  insurance,  and  Lou  Payne  believed  that  eVery 
time  he  was  defeated  for  national  committeeman  it  was  because  the 
charter  members  of  this  Duchess  County  Mutual  got  together  at  the 
request  of  its  president  and,  having  had  a  caucus,  voted  him  out.  So 
Mr.  Payne,  to  put  the  Duchess  County  Mutual  out  of  business,  called 
the  mutual  stock  notes  "  premium  notes,"  and  said  that  the  Duchess 
County  Mutual  must  have  a  premium  reserve  in  cash ;  whereas  they 
had  never  received  the  cash.  Then,  to  be  consistent,  he  applied  the 
same  ruling  lo  all  the  stock  mutual  companies  of  New  York  State. 

Mr.  Carusi.  Well,  you  had  quite  an  acrimonious  dispute,  did  yOu 
hot,  with  the  New  York  insurance  department  over  your  company 
being  put  out  of  business? 

Mr.  Tu'i  rLE.  I  did. 
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Mr.  Carlsi.  During  the  time  you  were  in  business  what  record  had 
it  made,  so  far  as  profitable  underwriting  was  concerned  ? 

Mr.  TtTTTLE.  It  had  a  9  per  cent  loss  ratio  and  a  27  per  cent  expense 
ratio. 

Mr.  Cakusi.  Can  these  facts  which  you  have  just  stated  be  verified 
in  any  way  from  any  ofiicial  records? 

Mr.  Ttjitle.  Yes;  they  could  be  from  the  New  York  insurance 
department's  reports  of  that  year. 

Mr.  Carisi.  You  have  the  reports  here,  have  you ? 

Mr.  TuTTij;.  No. 

Mr.  Carusi.  Xow.  you  left  Newburgh,  did  you  not,  and  went  to 
Syracuse  to  live  ? 

Mr.  TuTTLE.  I  did. 

Mr.  Cartjsi.  And  started  a  general  agency  there  ? 

Mr.  TvTTLE.  Yes,  sir. 

Ml'.  Carusi.  When  was  that — -what  year? 

Mr.  TuTTLE.  1896  or  1897. 

Mr.  Carusi.  Seventeen  years  ago? 

Mr.  TuTTLE.  It  was  1896  or  1897. 

Mr.  Carusi.  How  big  a  territory  did  your  agency  cover  ? 

Mr.  TuTTLE.  At  first  it  covered  New  York  State,  and  then  my 
companies  extended  it  to  cover  Pennsylvania,  and  later,  New  Jersey — 
taking  in  all  three  States. 

Mr.  Carusi.  What  companies  did  you  have  in  your  general  agency  ? 

Mr.  TuTTLE.  The  Firemen's  Insurance  Co.,  of  Baltimore;  the  Home 
Insurance  Co.,  of  Baltimore ;  the  Capitol  Fire  Insurance  Co.,  of  Con- 
cord, N.  H. ;  and  the  New  JEngland  Underwriters'  Agency  and  the 
Capitol  Fire  Insurance  Co.,  and  the  American,  of  Boston 

Mr.  Carusi  (interposing).  They  were  all  nonboard  companies,  were 
they  not? 

Mr.  TuTTLE.  They  were  when  they  were  with  me. 

Mr.  Carusi.  Your  agency  was  a  nonboard  agency,  was  it? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  On  the  average  about  what  did  your  agency  do  in 
premiums  ? 

Mr.  TuiTLE.  All  the  way  from  $250,000  a  year  to  five  hundred  or 
five  hundred  and  fifty  thousand  dollars  a  year. 

Mr.  Carusi.  $550,000  was  the  highest  you  ever  got,  was  it? 

Mr.  TuTTLE.  I  think  so — about  that. 

Mr.  Carusi.  Did  you  ever  make  any  calculation  of  what  the  aver- 
age loss  ratio  was  of  the  business  that  your  agency  put  on  the  books 
of  the  companies  in  your  agency  during  the  entire  period  ? 

Mr.  TuTTLE.  Yes:  I  believe  it  is  about  35  per  cent — it  would  run 
from  30  to  40. 

Mr.  Carusi.  How  does  that  compare  with  the  normal  loss  ratio 
generally  during  that  period  ? 

Mr.  TuTTLE.  My  loss  ratio  was  from  15  to  20  per  cent — well,  the 
normal  loss  ratio  was  about  50  to  55  per  cent  of  all  companies  doing 
business  in  the  same  territory. 

Mr.  Carusi.  Now,  with  the  exception  of  the  organization  of  the 
Highland  Mutual  Co.,  under  the  circumstances  that  you  have  de- 
scribed, and  up  to  the  year  1909,  had  you  ever  been  a  promoter  of 
corporations,  either  directh'  or  indirectly,  in  any  way  ? 

Mr.  TuTTLE.  No,  sir. 
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Mr.  Caetjsi.  What  had  been  your  business  and  your  only  business  ? 

Mr.  TuTTLE.  Fire  insurance. 

Mr.  Cabttsi.  Well,  now,  coining  to  the  Protective  Corporation^ 
when  was  that  company  first  conceived  or  projected? 

Mr.  TuTTLE.  In  the  summer  of  1909. 

Mr.  Caeusi.  And  who  was  the  projector  of  it? 

Mr.  TuTTLE.  Mr.  Ira  A.  Manning. 

Mr.  Cartjsi.  What  part  were  you  to  have  in  the  company  ? 

Mr.  TtTTTiiE.  I  was  to  be  its  underwriting  manager  and  the  presi^ 
dent  of  the  company. 

Mr.  Caeusi.  Underwriting  manager,  under  a  general  agency  con- 
tract, do  you  mean? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  That  company  was  actually  chartered  in  the  fall  of 
1909,  was  it  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  I  think  that  appears  in  the  record,  from  the  report 
of  the  insurance  department.  Now,  I  hand  you,  Mr.  Tuttle,  the 
first  senior  report,  which  is  at  page  170  of  Book  II,  and  ask  you 
to  look  at  the  directors  whose  names  are  given  there,  and,  without 
giving  the  biography  of  each  and  every  one  of  them,  which  would 
take  too  much  time,  or  the  biography  of  any  of  them,  just  tell  the 
committee  what  kind  of  men  the  directors  of  that  company  were,  as 
to  their  character  and  standing  and  financial  worth. 

Mr.  Tuttle.  Naming  them? 

Mr.  Caeusi.  Well,  name  all;  or  you  can  pick  out  the  best,  if  you 
want  to. 

Mr.  Tuttle.  Charles  C.  Barrett,  Syracuse,  N.  Y.,  was  assistant 
superintendent  of  public  works  of  New  York  State ;  Josiah  B.  Fair- 
lamb,  Syracuse,  N.  Y.,  was  in  the  lumber  business ;  Norman  E.  Mack, 
of  Buffalo,  N.  Y.,  was  in  the  newspaper  business 

Mr.  Caeusi  (interposing).  Also  in  the  political  business,  too,  was 
he  not? 

Mr.  Tuttle.  Yes ;  politics.  E.  A.  Grant,  of  Cleveland,  Ohio,  wasi 
in  the  insurance  business;  William  H.  IngersoU,  of  New  York,  was 
in  the  watch  manufacturing  business;  Frederick  P.  Hall,  of  James- 
town, was  a  banker,  and  the  proprietor  of  the  Jamestown  Journal  j 
L.  H.  Kurtzman,  of  Buffalo,  was  a  piano  manufacturer;  William 
Simon,  of  Buffalo,  was  a  brewer;  James  E.  Kelley,  of  Ogdensburg, 
is  treasurer  of  a  savings  bank;  J.  E.  Sperry,  of  Munsville,  N.  Y., 
is  president  of  an  agricultural  implement  factory,  and  Henry  E. 
Hiler,  of  Brockport,  is  cashier  of  a  bank  in  Brockport. 

Mr.  Caeusi.  Your  friend  IngersoU,  the  watchmaker,  is  there,  too, 
is  he  not? 

Mr.  Eedeield.  He  gave  his  name. 

Mr.  Caeusi.  Oh,  did  he? 

Mr.  Tuttle.  Leonard  H.  Grosbeck,  of  Syracuse,  is  cashier  of  the 
Salt  Springs  National  Bank;  William  H.  Horton,  Syracuse,  was 
general  manager  of  the  Bell  Telephone  Company  for  central  New 
York. 

Mr.  Caeusi.  Well,  now,  that  will  be  enough  of  that,  I  guess,  Mr, 
Tuttle.  Now,  a  contract  was  made,  as  I  think  that  report  states,  be- 
tween these  directors  whom  you  have  named  and  Mr.  Manning,  who 
has  been  referred  to,  whereby  Mr.  Manning  was  to  raise  the  capital 
for  that  corporation ;  isn't  that  correct  ? 
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Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Manning  was  to  receive  $100  a  week  and  a  com- 
mission of  2  or  3  per  cent  on  the  sales  of  stock,  and  was  to  have  the 
privilege  of  paying  stock  salesmen  10  per  cent  commission  and  what- 
ever expenses  Avere  necessary  to  sell  the  stock ;  is  that  true  ? 

Mr.  TxjTTLE.  A  commission  of  2  per  cent;  yes,  sir;  that  and  the 
rest. 

Mr.  Caeusi.  By  "  a  commission  of  2  per  cent "  you  mean  the  com- 
mission of  2  per  cent  to  Manning? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Caeusi.  But  he  was  to  pay  the  stock  salesmen  10  per  cent  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Now.  were  you  under  any  obligation  or  did  you  under- 
take to  sell  any  stock  or  raise  any  money  to  finance  that  corporation 
at  that  time  ? 

Mr.  TuTTLE.  Why,  I  bought  some  stock  myself  and  paid  the  sftme 
price  anybody  else  did,  and  I  did  not  get  any  commission  for  it;  a,nd 
I  wrote  to  all  my  fire  agents  and  talked  with  some  of  my  friends,  and 
all  together  got  them  to  put  in  about  $50,000  of  money,  from  Whifeh 
I  did  not  get  any  commission  at  all.  The  only  charge  against  that 
Was  Manning's  2  per  cent,  which  was  perfectly  proper,  however. 

Mr.  Caeusi.  You  got  nothing  out  of  it,  did  you? 

Mr.  TuTTLE.  No ;  I  got  nothing  out  of  it. 

Mr.  Caeusi.  You  became  president  of  the  corporation,  I  believe, 
from  the  beginning? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  And  who  was  actually  managing  the  company  in  the 
early  part  of  it? 

Mr.  TuTTLE.  Mr.  Manning,  under  his  manager's  contract. 

Mr.  Caeusi.  You  had  very  little  to  do  at  first  as  president ;  it  Vvas 
merely  a  nominal  office? 

Mr.  TuTTLE.  That  is  right. 

]Mr.  Carusi.  Did  you  ever  receive  any  salary  as  president  of  the 
company  ? 

Mr.  TuTTLE.  No. 

Mr.  Caeusi.  Now,  the  senior  report  mentions  in  one  place  there 
being  two  chapters  there — Manning  chapter  and  Tuttle  chapter. 
How  did  Manning's  connection  with  the  company  come  to  an  end  ? 

Mr.  TuTTLE.  Mr.  Manning  was  not  making  the  progress  that  we 
believed  he  should,  and  the  expenses  were  very  high,  and  finally  the 
directors  preferred  charges  against  him  and  he  surrendered  his  con- 
tract upon  the  payment  of  $2,700  to  him. 

Mr.  Caet'si.  Now,  during  the  early  period  of  your  connection  with 
the  Protective  Corporation,  did  Mr.  Wightman  or  Mr.  Dudley  have 
any  connection  with  it? 

ikr.  Tuttle.  No. 

Mr.  Caeusi.  Did  they  CA'er  live  in  Syracuse  ? 

Mr.  Tuttle.  No. 

Mr.  Caeusi.  They  lived  in  New  York,  did  they  not  ? 

Mr.  Tuttle.  Yes. 

Mr.  Caeusi.  And,  taking  Mr.  Wightman  first,  can  you  tell  us  very 
briefly  how  he  came  to  be  connected  with  you,  or  with  the  Protective 
Corporation  ? 
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Mr.  TuTTLE.  I  had  known  Mr.  Wightman  when  we  were  boys  of 
about  8  or  10  years  of  age,  and  then  I  had  read  of  his  success  in 
advertising  and  in  selling  life  insurance  by  mail,  and  as  I  could  see 
the  money  that  my  friends  had  put  in  the  company  being  dissipated 
for  expenses,  and  in  trying  to  think  of  some  way  in  which  the  com^ 
pany  could  be  run  more  economically,  I  wrote  to  Mr.  Wightman  and 
asked  him  if  he  would  consider  taking  up  the  sale  of  the  stock  by 
mail.  At  first  he  was  disinclined  to  do  so,  and  later,  after  some 
interviews  with  he  and  Mr.  Dudley,  whom  I  met  then  for  the  first 
time,  the}'^  took  hold  of  it  as  a  firm — Wightman  &  Dudley. 

Mr.  Caeusi.  That  is  to  say,  Wightman  &  Dudley,  as  a  partnership 
existing  or  residing  in  New  York  City,  made  a  contract  with  the 
Protective  Corporation  to  undertake  to  sell  its  stock  by  mail? 

Mr.  TuTTLE.  Yes. 

Mr.  Cartjsi.  For  an  agreed  commission? 

Mr.  TuTTLE.  Yes. 

Mr.  Cartjsi.  Well,  now,  that  effort,  the  Senior  report  says,  was 
successful,  up  to  a  certain  point. 

Mr.  TuTTLE.  Yes. 

Mr.  Cartjsi.  It  sold  the  stock  for  about  15  per  cent  ? 

Mr.  Ttjttle.  It  redujced  the  total  expense  to  about  15  per  cent. 

Mr.  Cartjsi.  Oh,  then  they  sold  it  for  much  less  than  15  per  cent, 
did  they  ?  I  think  you  wiU  find  it  at  the  very  conclusion  of  the  first 
Senior  report 

Mr.  TuTTLE  (intei^sing).  It  says — 

"  This  plan,  inaugurated  by  the  agency  of  Messrs.  Wightman  &  Dudley,  has 
resulted  in  a  reduction  of  the  total  expense  of  selling  the  stock  to  about  15  per 
cent  of  the  grqss  amount  of  subscriptions. 

Mr.  Redfield.  What  page  is  that,  please  ? 

Mr.  TuTTLE.  Page  1Y5,  at  the  foot. 

Mr.  Cartjsi.  Mr.  Dudley,  previously  to  forming  this  partnership, 
Mr.  Wightman  was  president  of  the  American  Letter  Co.,  of  New 
York  City,  was  he  not? 
.  Mr.  TuTTLE.  He  was. 

Mr.  Caeusi.  Do  you  know  what  that  company  was — what  its 
character  was  ? 

Mr.  TuTTLE.  It  was,  I  have  understood  from  several  sources,  a 
most  successful  company  of  the  kind.  They  issued  form  letters,  and 
their  clients  were  largely  among  the  banking  houses  and  wholesalers 
of  the  down  town  district  in  New  York ;  and  Mr.  Dudley  had  built  up 
a  very  successful  company. 

Mr.  Caeusi.  Now,  some  time  later  on — sometime  during  the  exist' 
ence  of  the  Protective,  it  appears  that  you  formed  a  partnership  with 
Messrs.  Wightman  &  Dudley,  so  that  there  came  into  existence  the 
firm  of  Tuttle,  Wightman  &  Dudley.  Will  you  state  at  whose  sug- 
gestion and  how  you  came  to  form  a  partnership  with  those  gentle- 
men? 

Mr.  TuTTtE.  It  was  at  the  suggestion  of  William  H.  Hotchkiss, 
superintendent  of  insurance  of  New  York  State. 

Mr.  Carusi.  Tell  how  that  happened!,  please. 

Mr.  Tuttle.  We  were  at  the  department's  office,  and  Mr.  Hotch- 
kiss said  that  his  main  objection  to  stock-selling  arrangements,  such 
as  the  Protective  had,  were,  or  the  principal  one  was,  that  the  men 
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who  were  selling  the  stock  were  not  to  be  permanently  identified  with 
the  company,  and,  not  being  pennanently  identified,  did  not  care 
What  they  said  or  did.  Then  one  of  us  said  to  Mr.  Hotchkiss,  "  Your 
attitude  toward  us  or  your  feeling  toward  this  proposition  would  be 
different  if  all  three  of  us  who  are  active  in  this — the  underwriter 
men,  the  men  who  are  selling  the  stock — were  to  be  permanently 
identified  with  the  company  ?  "  He  said,  "  Yes  " ;  and  that  was  the 
first  thought  that  I  had  ever  had,  and  I  think  it  was  the  first  thought 
that  either  Mr.  Wightman  or  Mr.  Dudley  had  ever  had  of  such  an 
arrangement. 

Mr.  Cahtjsi.  Well,  now,  the  examination  of  the  Protective  which 
resulted  in  this  report  had  been  started  before  you  had  this  conver- 
sation and  before  you  formed  the  partnership,  had  it  not  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  You  formed  the  partnership,  hoAvever,  before  the  re- 
|)ort  was  finally  published ;  is  that  correct  ? 

Mr.  TuTTLE.  I  can  tell  by  the  date  of  this  report. 

Mr.  Carusi.  Well,  use  any  aid  to  your  memory  which  you  have. 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Well,  now,  this  Protective  Corporation,  as  I  under- 
stand it,  was  not  a  fire  insurance  company,  and  it  was  not  organized 
Under  those  provisions  of  the  incorporation  law  of  the  State  of  New 
York  relating  to  the  organization  of  fire  insurance  companies? 

Mr.  TuTTLE.  It  was  not. 

Mr.  Carusi.  It  was  organized  as  a  business  corporation,  was  it  not? 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  Well,  how  did  the  superintendent  of  insurance  of  the 
vState  of  New  York  have  a  right  to  examine  a  business  corporation? 

Mr.  TuTTLE.  A  law  was  passed  giving  the  superintendent  of  in- 
surance the  right  to  examine  any  company  that  held  stock  or  was 
selling  stock  in  any  insurance  company — in  any  way  interested  in 
insurance. 

Mr.  Carusi.  You  did  incorporate  this  company  with  the  idea  of 
either  turning  it  into  a  fire  insurance  company,  or  using  the  proceeds 
from  the  sale  of  stock  for  the  purchase  of  a  fire  insurance  company, 
did  you  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Do  you  know,  or  rather,  to  put  it  this  way,  were  you 
here  when  Mr.  Best  testified  thiat  he  sent  the  name  of  your  company, 
together  with  some  others,  over  to  the  insurance  department? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  For  examination  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Well,  now,  after  this  report,  which  is  printed,  and  to 
which  you  have  already  referred,  was  made,  was  it  not  given  a  very 
wide  circulation? 

Mr.  TuTTLE.  It  was. 

Mr.  Carusi.  It  went,  did  it  not,  to  every  insurance  department  in 
the  United  States? 

Mr.  TuTTLE.  I  believe  it  did. 

Mr.  Carusi.  Well,  now,  can  you  say  whether  or  not  portions  of  it 
or  extracts  from  it  were  republished  by  Mr.  Best,  and  very  widely 
circulated  ? 

Mr.  TuTTi/E.  Yes. 
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Mr.  Caeusi.  What  effect  did  that  have  upon  the  completion  of  your 
plans  for  financing  the  Protective  Corporation  ?    • 

Mr.  Ttjttle.  It  seriously  affected  the  selling  of  the  stock ;  it  made 
many  of  the  subscribers  hesitate  about  putting  up  the  balance  of 
their  subscriptions. 

Mr.  Caeusi.  Well,  now,  you  went  into  this  partnership  with  Messrs. 
Wightman  and  Dudley  to  sell  the  stock  of  the  Protective  Corporation. 
Did  you  contribute  anything  in  the  way  of  cash  capital  to  the  new 
partnership  thus  formed? 

Mr.  TuTTLE.  $200. 

Mr.  Cakitsi.  Well,  now.  I  want  you  to  state  how  much  money,  from 
first  to  last,  directly  or  indirectly,  you  ever  got  out  of  the  firm  of 
Tuttle,  Wightman  &  Dudley  for  the  sale  of  the  stock  of  the  Protec- 
tive Corporation? 

Mr.  Ttjttle.  Not  to  exceed  $600. 

Mr.  Caeusi.  And  when  I  say  "The  Protective  Corporation,"  I  mean 
the  Protective  holding  corporation,  the  Protective  Fire  Insurance  or 
Protective  anything. 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  The  whole  business? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  You  began  to  devote  a  great  deal  of  your  time  to  the 
affairs  of  the  company  after  Manning  left,  did  you  not  ? 

Mr.  Tuttle    Yes,  sir. 

Mr.  Caeusi.  What  happened  to  your  general  agency  during  that 
period  ? 

Mr.  Tuttle.  It  suffered  a  loss  of  premiums. 

Mr.  Caeusi.  Did  you  not  get  $150  per  month  from  the  Protective 
Corporation  the  last  few  months  to  hire  a  man  in  order  to  take  your 
place  over  at  your  own  agency  ? 

Mr.  TuTiT^E.  Yes,  sir. 

Mr.  Caeusi.  What  had  your  agency  been  worth  to  you  a  year  be- 
fore you  went  into  this  Protective  Corporation,  taking  good  years 
and  bad  years  ? 

Mr.  Tui-fLE.  All  the  way  from  $12,000  to  $18,000  a  year. 

Mr.  Caeusi.  How  long  did  your  general  agency  continue  after  you 
left  Syracuse  and  came  down  to  Washington? 

Mr.  Tuttle.  About  six  months  after  I  came  to  Washington. 

Mr.  Caeusi.  What  made  you  come  to  Washington  ? 

Mr.  Tuttle.  Because  we  bought  the  Commercial  Fire  Insurance 
Co. 

Mr.  Caeusi.  On  whose  authority  did  you  undertake  to  use  funds 
of  the  Protective  Corporation  to  buy  the  Commercial  ? 

Mr.  TuTTijr..  After  the  Hotchkiss  report  came  out  we  sent  that 
report  to  the  stockholders,  together  with  a  letter  signed  by  all  of  the 
directors,  protesting  against  such  an  unfair  report  and  asking  their 
consent  to  stop  the  sale  of  the  Protective  stock  and  to  buy,  with  the 
funds  already  accumulated,  an  existing  fire  insurance  company.  As 
I  recollect  there  were  no  protests,  but  about  80  or  85  per  cent  of  the 
stockholders  sent  in  their  written  consents  for  the  purchase  of  an 
existing  fire  insurance  company. 

Mr.  Caeusi.  Of  some  existing  fire  insurance  company? 

Mr.  Tuttle.  Yes,  sir. 
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Mr.  Carusi.  Did  you  consider  any  other  company  except  the  Com- 
mercial ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  But  you  finally  settled  on  that  company  as  the  most 
desirable  within  your  means? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  How  much  commission,  if  any,  did  you,  Mr.  Wight- 
man,  Ml".  Dudley,  or  your  firm,  or  any  one  associated  with  you, 
make  out  of  the  purchase  of  the  Commercial  Co.  on  behalf  of  the 
Protective  stockholders  ? 

Mr.  TuTTLE.  Not  a  dollar. 

Mr.  Carusi.  That  fact  I  thinli  appears  from  the  record  of  the 
referee,  which  has  been  placed  here  in  evidence.  Did  the  stock- 
holders of  the  Protective  Corporation  at  the  time,  or  before  they 
authorized  the  purchase  of  the  Commercial,  know  about  this  New 
York  insurance  report? 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  How  did  they  happen  to  find  out  about  it  ? 

Mr.  TuTTLE.  ~\Ve  sent  it  to  them. 

Mr.  Carusi.  Do  you  know  that  of  your  own  personal  knowledge? 

Mr.  TuTixE.  Yes,  sir. 

Mr.  Carusi.  You  sent  it  to  them  yourself? 

]\Ir.  TuTTLE.  Yes,  sir;  my  office  did,  or  the  Protective  office  did 
under  my  instructions. 

Mr.  Carusi.  You  know  it  was  done? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  You  came  down  here  and  bought  the  Commercial 
Fire? 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  Do  you  know  who  the  directors  of  that  company  were 
at  the  time  of  the  purchase? 

Mr.  TuTTLE.  I  can  give  the  names  of  some  of  them. 

Mr.  Carusi.  Recall  those  that  you  can. 

Mr.  TuTTLE.  Robert  N.  Harper,  Judge  Barnard,  William  Abbott, 
Robert  Berberich,  W.  S.  Hogue  and  James  Hogue. 

Mr.  Carusi.  W.  S.  Hogue  had  been  president  of  the  company  from 
the  time  of  its  organization,  had  he  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Some  20  years? 

Mr.  TuTTLE.  Some  21  or  22  years. 

Mr.  Carusi.  Some  21  to  22  years  before  that  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Judge  Barnard  had  been  one  of  the  original  stock- 
holders and  officers,  had  he  not? 

Mr.  TuTTLE.  I  do  not  know  about  that.  He  was  vice  president 
of  the  company,  and  had  been  connected  with  it  a  long  time. 

Mr.  Carusi.  Judge  Barnard  is  Justice  job  Barnard,  of  the  Su- 
preme Court  of  the  District  of  Columbia,  is  he  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  The  way  you  bought  the  company  was  by  buying  all 
of  the  stock,  was  it  not? 

Mr.  TuTTLE.  By  buying  almost  all ;  by  buying  over  85  per  cent  of  it. 

Mr.  Carusi.  You  offered  to  buy  it  all,  did  you  not? 

Mr.  TuTTLE.  Yes,  sir. 
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Mr.  Cabusi.  Yon  took  all  that  was  offered  at  the  agreed  price  that 
the  majority  stockholders  were  willing  to  sell  for? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  What  was  that  price? 

Mr.  TiTTTLE.  Seven  dollars  and  seventy-five  cents  a  share. 

Mr.  Caeusi.  Before  you  bought  that  company  from  the  principal 
stockholders  and  officers  of  the  Commercial  Fire  Insurance  Co.  did 
they  know  about  this  Protective  report  of  the  insurance  depart- 
ment? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Did  you  communicate  it  to  them  ? 

Mr.  TuTTLB.  No,  sir. 

Mr.  Caeusi.  Who  did? 

Mr.  TuTTLE.  They  had  the  Alfred  M.  Best  report,  which  they 
asked  me  to  explain. 

Mr.  Caeusi.  You  did  make  some  explanation,  I  suppose? 

Mr.  TuTTLE.  I  did. 

Mr.  Cakusi.  And  the  result  was  that  they  sold  practically  all  of 
the  stock  of  the  company  to  you  at  an  agreed  price  ? 

Mr.  TuTTUE.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Tuttle,  there  has  been  a  good  deal  of  literature 
submitted  here  at  one  time  or  another.  Who  is  the  author  of  that 
literature  ?     Did  you  write  the  booklet  or  the  circular  letters  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Caeusi.  You  have  always  been  the  fire-insurance  end  of  this 
proposition;  is  not  that  so?  And  Mr.  Wightman  has  been  the  liter- 
ary man? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Dudley,  so  far  as  the  stock  selling  was  concerned, 
had  been  the  man  charged  with  the  office  management  and  the  details, 
or  making  the  machinery  run,  and  so  forth  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Your  attention  has  been  mostly  given  to  the  working 
of  underwriting  for  the  Commercial  Fire  Insurance  Co.  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  With  respect  to  the  literature  of  the  Commercial  Fire 
Insurance  Co.,  do  you  know  what,  if  any,  steps  were  taken  to  secure 
a  sort  of  informal  censorship  of  it  ? 

Mr.  Tuttle.  Why,  the  general  counsel  passed  upon  every  bit  of  it. 
I  think  there  was  a  committee. 

Mr.  Caeusi.  I  know,  but  I  am  talking  now  about  the  Commercial. 
Was  not  some  of  that  literature  sent  over  to  the  insurance  department 
with  the  request  that  it  be  looked  into? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  And  the  report  you  received  back  was  that  it  had 
been  submitted  to  somebody  connected  with  the  corporation  counsel's 
office? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  That  was  a  measure  M  extra  precaution  suggested  by 
your  general  counsel,  was  it  not? 

Mr.  Tuttle.  That  is  right. 
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Mr.  Cabusi.  With  respect  to  the  First  National  literature,  that 
was  submitted  first  to  the  company's  general  counsel,  who  is  now 
interrogating  you,  was  it  not? 

Mr.  Tdttle.  Yes,  sir. 

Mr.  Caeusi.  With  a  view  to  have  any  statement  that  he  would 
deem  to  be  a  misrepresentation  of  fact  or  misleading  eleminated, 
blue  penciled? 

Mr.  TuTTLB.  Yes,  sir. 

Mr.  Caeusi.  After  that  it  was  submitted  to  the  executive  commit- 
tee of  the  organization  committee  of  the  First  National  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  In  order  to  make  it  clear  just  what  that  was,  we  will 
mn  over  thai  for  a  moment. 

Mr.  Ben  Johnson.  Can  you  state  which  particular  one  of  the  cor- 
poration counsel  looked  over  that  literature  and  gave  you  an  opinion 
concerning  it? 

Mr.  TuTTLE.  No ;  I  could  not.    I  never  did  know. 

Mr.  Ben  Johnson.  Can  anyone  for  your  company  do  that  ? 

Mr.  TuTTLE.  I  think  the  insurance  department  could  tell  to  which 
member  of  the  corporation  counsel's  office  they  submitted  it. 

Mr.  Eedfield.  And  what  they  submitted? 

Mr.  TuTTLE.  I  presume  so. 

Mr.  Caeusi.  In  order  to  make  it  clear  just  what  that  executive  com- 
mittee was.  we  will  go  back  for  a  moment.  The  First  National  Fire 
Insurance  Co.  was  not  chartered  until  July,  was  it? 

Mr.  TuTTLE.  July,  1912. 

Mr.  Caeusi.  It  could  not  be  chartered  until  it  had  its  capital  fully 
paid  ? 

Mr.  TuTTLE.  That  is  right. 

Mr.  Cabitsi.  During  the  period  between  the  time  when  the  first 
subscription  came  in  or  was  solicited,  and  the  time  it  was  chartered 
there  was  what  was  known  as  the  organization  committee? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Consisting  of  the  gentlemen  whose  names  appear 
already  in  evidence  as  members  of  that  committee  and  who  are  named 
in  the  booklet  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  That  organization  committee  had  an  executive  com- 
mittee, did  it  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  And  that  executive  committee  consisted  of  Col.  Harper, 
Judge  Atkinson,  and  myself  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Cabusi.  That  literature,  after  it  was  submitted  to  me  as  general 
counsel  of  the  company,  was  then  submitted  to  the  executive 
committee  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  I  ask  you  if  you  remember  seeing  the  proof  of  that 
booklet  with  my  signature  and  that  of  Col.  Harper  and  that  of  Judge 
Atkinson  at  the  bottom  of  it  ? 

Mr.  TuTTLE.  Yes,  sir;  I  do. 

Mr.  Eedfield.  Do  you  refer  to  the  booklet  entitled  "  To  the  Two 
Thousand  Owners  "  ? 
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Mr.  Ttjttu!.  Yes,  sir;  to  the  very  same. 

Mr.  Carusi.  In  addition  to  those  precautions  that  booklet  was  in- 
formally submitted  to  the  Post  Office  Department,  was  it  not? 
Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  By  Gen.  Wynne,  at  his  initiative.  He  will  testify 
about  that.  What  do  you  know,  whether  of  your  own  knowledge  or 
from  having  been  told  by  anybody,  about  the  submission  of  the 
booklet-entiSed  "  To  the  Two  Thousand  Owners  "  at  the  Post  Office? 
Mr.  TummE.  I  can  not  recall  whether  Gen.  Wynne  told  me  he  was 
going  to  take  it  over  or  whether  he  told  me  he  had  taken  it  over; 
that  he  wanted  to  see  whether  it  met  with  the  approval  or  whether 
there  was  anything  in  it  which  would  meet  with  the  disapproval  of 
the  Post  Office  Department.  He  wanted  to  protect  his  own  repu- 
tation and  that  of  his  friends. 

Mr.  Carusi.  Have  you  some  memorandum  there  to  which  you  can 
refer  as  to  the  number  of  Protective  stockholders  ? 

Mr.  TuTTLE.  The  number  of  original  stockholders  in  the  Pro- 
tective Co.  ? 
Mr.  Carusi.  Yes;  there  were  1,361,  were  there  not? 
Mr.  TuTTUE.  Yes,  sir. 

Mr.  Carusi.  You  came  down  here  immediately  after  the  purchase 
of  the  Commercial  Fire  Insurance  Co.  on  behalf  of  the  Protective 
Corporation,  did  you  not? 
Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  the  stock  control  was  in  you  and  Mr.  Wight- 
man  and  Mr.  Dudley,  was  it  not,  of  the  Protective  Corporation? 
Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Under  the  laws  of  the  State  of  New  York  the  Pro- 
tective Holding  Corporation  had  the  right  to  hold  the  stock  of  an- 
other corporation,  did  it  not  ? 
Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  What  office,  if  any,  did  you  assume  in  the  Commer- 
cial when  you  had  acquired  the  stock  control? 
Mr.  TuTTLE.  Vice  president. 
Mr.  Carusi.  In  place  of  whom  ? 
Mr.  TuTTLE.  Judge  Barnard. 
Mr.  Carusi.  He  went  out  when  he  sold  his  stock  ? 
Mr.  TuTTtE.  Yes,  sir. 

Mr.  Carusi.  And  Mr.  Hogue  was  the  then  president? 
Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  how  long  did  he  continue  as  president  ? 
Mr.  TuTTLE.  Until  last  July. 
Mr.  Carusi.  Until  July,  1912? 
Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  You  continuing  as  vice  president  until  July,  1912? 
Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  That  underwriting  contract  which  was  offered  in  evi- 
dence this  morning  had  a  certificate  on  the  front  of  it  signed  by 
somebody  by  the  name  of  Titcomb.  What  did  that  refer  to?  Do 
you  remember? 

Mr.  TvTTLE.  No;  I  do  not  know.  I  do  not  remember  any  such 
certification  on  the  underwriting  contract. 

Mr.  Carusi.  On  the  front  of  that  underwriting  contract.  My 
recollection  is,  and  I  state  it  subject  to  correction,  but  simply  to  carry 
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out  the  thread  of  the  examination,  certified  that  the  contract  had 
been  approved  by  the  executive  committee  of  the  Protective  Hold- 
ing Corporation  which  had  the  stock  control  of  the  Commercial  at 
that  time. 

Mr.  Eedfield.  It  is  a  consent. 

Mr.  Caeusi.  a  consent  to  the  execution  of  the  contract;  yes.  So 
that  then,  from  the  time  that  you  purchased  the  Commerciafyou  be- 
came the  vice  president  of  it  and  also  as  a  member  of  the  firm  of 
Tuttle,  Wightman  &  Dudley  (Inc.)  you  conducted  its  underwriting 
operations  as  it  general  agent? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  The  Protective  Corporation  was  dissolved — it  is  a 
matter  of  record — in  the  latter  part  of  1911? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  By  the  supreme  court  of  the  State  of  New  York.  At 
this  point  I  will  offer  in  evidence — I  should  have  offered  it  before, 
but  I  could  not  find  it — the  final  order  by  Justice  Devendorf ,  entered 
on  December  26,  1911,  confirming  and  ratifying  in  all  respects  the 
report  of  the  referee,  and  I  call  attention  to  the  fact  that  this  final 
order  shows  that  it  was  passed  by  the  consent  of  the  numerous  at- 
torneys then  present  representing  various  stockholders  and  the 
assistant  attorney  general  for  the  State  of  New  York, 

(The  order  referred  to  is  in  the  following  words  and  figures,  to 
wit:) 

At  an  adjourned  specinl  term  of  the  Supreme  Court,  State  of  New  York,  held  in 
and  for  the  County  of  Herkimer,  at  the  county  courthouse  in  the  village 
of  Herkimer.  N.  Y.,  on  the  2;!d  day  of  December,  1911.  Present:  Hon. 
Irving  It.  I)(\oiidorf,  justice  presiding. 

State  of  New  York, 

Supreme  Court,  Onondaga  County. 

In  the  matter  of  the  application  for  voluntary  dissolution  of  the  Protective 
Corporation. 

On  reading  the  petition  filed  herein  on  September  19th,  1911,  by  Robert  K. 
Tuttle,  Frederick  S.  Dudley,  Paul  F.  Grove,  John  McKee,  W.  Taylor  Birch, 
Byron  P.  Burdlck,  Solomon  H.  Jalonack,  Edveard  S.  Gaylord,  Harry  I.  Seddon, 
Theodore  F.  Grahling,  W.  Jefferson  Davis,  William  H.  IngersoU,  Richard  Wight- 
man,  James  E.  Kelly,  Josiah  B.  Fairlamb,  George  Mapes,  Allen  K.  Hoag,  John  B. 
Sperry,  Willis  Wendell,  and  Adelbert  N.  Owen,  a  majority  of  the  directors  of 
the  above-named  company,  praying  for  its  dissolution,  and  the  order  made 
thereon  on  the  9th  day  of  September,  1911,  requiring  all  persons  interested  in 
said  corporation  to  show  cause  on  the  28th  day  of  October,  1911,  at  10  o'clock 
in  the  forenoon,  before  Donald  F.  McLennan,  Esq.,  referee  herein,  why  the  said 
corporation  should  not  be  dissolved,  and  on  reading  and  filing  the  affidavits 
of  Edward  S.  Gaylord,  sworn  to  on  the  27th  day  of  October,  1911,  and  of 
Delia  G.  Deady  and  Andrew  J.  Moynlhan,  each  sworn  to  on  the  26th  day  of 
October,  1911,  proving  the  due  service  and  publication  of  said  order  to  show 
cause,  according  to  its  terms,  and  as  required  by  law;  and  it  appearing  from 
the  certificate  of  the  clerk  of  Onondaga  County,  dated  December  22,  1911, 
and  from  the  report  of  the  referee  herein,  that  each  of  the  following-named 
persons  has  made  himself  a  party  to  this  proceeding  by  filing  a  notice  of  ap- 
pearance with  the  said  clerk  before  the  close  of  the  hearings  before  the  referee, 
or  by  his  appearing  by  attorney  before  said  referee  in  said  hearings,  to  wit: 
Louis  S.  Kurtzman,  a  stockholder,  by  Shire  &  Jellinek,  his  attorneys;  D.  T. 
Blair,  a  stockholder,  by  Nottingham  &  Nottingham,  and  Martin  H.  Knapp, 
his  attorneys;  Joseph  S.  Cottman  Estate,  a  stockholder,  by  George  B.  Russell, 
its  attorney,  and  William  Simon,  a  stockholder,  by  Alexander  D.  Jenney  and 
Charles  V.  Byrne,  his  attorneys; 
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And  on  reading  the  report  of  Donald  F.  McLennan,  Esq.,  the  referee  appointed 
herein  as  aforesaid,  dated  the  12th  day  of  December,  1911,  and  filed  In  the 
Onondaga  County  clerk's  office  on  the  15th  day  of  December,  1911,  and  upon 
reading  and  filing  the  stipulation  of  all  of  said  attorneys,  and  the  attorney  gen- 
eral of  the  State  of  New  York,  consenting  and  stipulating  that  a  motion  In  these 
proceedings  may  be  made  to  confirm  the  said  report  of  the  said  referee,  and  for 
a  final  order  dissolving  the  said  corporation,  at  an  adjourned  special  term  of 
the  supreme  court,  held  this  date  at  the  county  courthouse  in  the  village  of 
Herkimer,  In  and  for  the  county  of  Herkimer,  at  10  o'clock  a.  m.,  and  a  waiver 
by  each  of  said  attorneys,  and  the  attorney  general  of  the  State  of  New  York, 
of  the  usual  legal  notice  and  service  of  notice  of  said  motion,  and  after  hearing 
Virgil  H.  Olymer,  Charles  F.  Carusi,  and  Louis  L.  Waters,  attorneys  and  counsel 
for  petitioners,  in  support  of  said  motion,  and  Martin  H.  Knapp,  Esq.,  appearing 
for  D.  T.  Blair,  a  stockholder,  and  Charles  V.  Byrne,  Esq.,  appearing  for  William 
Simon,  a  stockholder,  and  August  Merrell,  Esq.,  appearing  on  behalf  of  the 
attorney  general. 

Now,  on  motion  of  the  attorneys  for  the  said  petitioners,  and  no  one  opposing 
save  that  the  attorney  for  said  Blair  requests  the  appointment  of  a  receiver 
hereafter,  it  Is 

Ordered,  That  the  said  report  of  Donald  F.  McLennan,  Esq.,  be,  and  it  hereby 
is.  In  all  respects  confirmed,  and  It  appearing  to  the  satisfaction  of  the  court 
that  the  allegations  of  the  petitioners  are  true,  and  that  a  dissolution  of  the 
said  The  Protective  Corporation  will  be  for  the  benefit  of  its  stockholders  and 
not  detrimental  to  any  public  interest,  it  is  further 

Ordered,  That  the  said  corporation,  The  Protective  Corporation,  be,  and  it 
hereby  is,  dissolved ;  and  It  Is  further 

Ordered,  That  Edward  S.  Gaylord,  a  director  of  said,  corporation,  be,  and  he 
hereby  Is,  appointed  liquidating  director  of  all  the  assets  and  property  of  said 
corporation,  with  all  the  powers  conferred  by  law  upon  liquidating  directors; 
and  it  is  further 

Ordered,  That  said  Edward  S.  Gaylord,  before  entering  upon  his  duties  as 
liquidating  director,  make  and  file  with  the  clerk  of  Onondaga  County  a  bond 
to  the  people  of  the  State  of  New  York,  with  sufficient  surety,  to  be  approved  by 
the  court  in  the  penal  sum  of  $35,000,  conditioned  for  the  faithful  performance 
of  his  duties  as  such  liquidating  director,  and  for  the  due  accounting  of  any 
moneys  and  property  received  by  him;  and  it  is  further 

Ordered,  That  the  said  liquidating  director  deposit  in  the  City  Bank  of  Syra- 
cuse, Syracuse,  N.  Y.,  the  Windsor  Trust  Co.,  New  York  City,  N.  Y.,  and  the 
District  National  Bank  of  Washington,  D.  C,  any  and  all  funds  coming  into 
his  hands  not  needed  for  immediate  disbursement ;  and  it  is  further 

Ordered,  That  said  liquidating  director  pay  the  debts  of  said  corporation. 
Including  the  current  expenses,  and  interest  to  the  date  of  dissolution,  and  any 
amount  necessary  to  pay  on  account  of  lease,  the  expenses  of  this  proceeding, 
and  allowances  to  attorneys  hereinafter  specified,  and  the  sum  of  $539.20  as  fpes 
and  disbursements  for  said  referee  and  stenographer,  the  expenses  and  disburse- 
ments necessarily  incident  to  the  distribution  of  the  assets  of  said  corporation  as 
herein  ordered,  and  that  the  assets  and  commercial  stock  of  said  corporation 
remaining  after  said  payments  be  distributed  pro  rata  and  in  the  proportion 
that  the  stock  held  by  tiie  respective  stpckholders  of  The  Protective  Corpora- 
tion Is  to  the  entire  issued  and  outstanding  capital  stock  of  said  corporation, 
including  in  the  estimate  of  issued  and  outstanding  stock  the  amounts  of  stock 
to  be  issued  to  installment  subscribers  whose  rights  have  not  been  forfeited, 
and  that  installment  subscribers  for  said  capital  stock  whose  rights  have  not 
been  lapsed  by  their  default  in  payment  of  installments,  upon  such  distribution 
be  entitled  to  share  in  proportion  to  the  amount  paid  by  them  respectively; 
and  that  no  forfeiture  shall  be  declared  or  enforced  as  to  subscribers  whose 
days  of  grace  for  installment  payments  had  not  run  before  these  proceedings 
were  instituted,  and  who  have  offered  to  pay  since  these  proceedings  were 
instituted,  and  prior  to  the  date  of  the  said  referee's  report,  to  wit,  the  12th 
day  of  December,  1911,  and  that  such  subscribers  upon  payment  of  the  unpaid 
amount  of  their  subscription  be  permitted  to  share  in  proportion  to  the  pay- 
ments actually  made  by  them. 

That  to  the  holders  of  shares  of  The  Protective  Corporation  and  .tU  install- 
ment subscribers,  as  hereinbefore  provided,  who  shall  have  assented  thereto. 
In  writing,  or  upon  the  record,  or  who  may  hereafter  and  within  30  days  from 
this  date  assent  In  writing  thereto,  be  given  such  proportionate  share  or  shares 
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of  the  capital  stock  of  the  Commercial  Fire  Insurance  Co.,  and  cash,  as  they 
shall  be  entitled  to  receive. 

That  said  shares  of  said  Commercial  Fire  Insurance  Co.  stoclc  which  shall 
be  apportioned  to  those  stockholders  and  those  installment  subscribers  whose 
rights  have  not  been  forfeited,  and  who  shall  not  have  assented  to  such  dis- 
tribution, be  sold  in  5-share  lots,  and  with  a  right  to  purchase  in  multiples  of 
5  shares  at  the  price  bid,  at  public  auction  on  10  days'  notice  by  mail  to  the 
nonassenting  stockholders  and  installment  subscribers,  and  by  two  publications 
during  said  10  days  in  the  Journal  of  Commerce,  New  York  City,  and  the 
proceeds  of  said  sale  be  divided  and  paid  to  them  according  to  their  respective 
shares  and  holdings,  together  with  their  respective  proportionate  shares  of  the 
cash  and  other  assets  of  The  Protective  Corporation. 

That  the  1,400  shares  of  Commercial  Fii'e  Insurance  Co.  stock  under  contract 
of  sale  be  closed  out  as  promptly  as  possible;  that  the  office  furniture  be  sold; 
that  the  attorneys  for  B.  T.  Blair  and  Joseph  S.  Cottman  estate,  having  re- 
quested an  allowance,  be  allowed  the  sum  of  $200  each ;  that  the  attorney  for 
William  Simon,  having  requested  an  allowance,  be  allowed  the  sum  of 
$300;  that  the  attorneys  and  counsel  for  petitioners  be  paid  in  addition  to  the 
sums  already  received  by  them,  respectively,  as  follows:  VirgU  H.  Clymer, 
$1,500;  Charles  F.  Carusi,  $500;  Louis  L.  Waters,  $550. 

That  the  said  liquidating  dii'ector  be  allowed  for  his  servce  as  such  the  sum 
of  $100,  plus  a  per  diem  of  $15,  per  day  for  each  day  actually  occupied  in  said 
liquidation,  in  lieu  of  receiver's  fees;  and  it  is  further 

Ordered,  That  all  persons,  firms,  and  corporations  be,  and  they  hereby  are, 
restrained  from  beginning  any  action  against  the  said  corporation,  or  against 
the  above-named  liquidating  director,  for  the  recovery  of  a  sufn  of  money,  or 
from  taking  any  further  proceedings  in  any  action  against  said  corporation 
heretofore  commenced.  ♦And  that  upon  the  coming  in  of  the  report  of  said  liqui- 
dating director  any  further  application  may  be  made  herein  by  any  party  to 
this  proceeding,  even  to  the  extent  of  apjilying  for  appointing  a  receiver. 
Enter  in  Onondaga  County. 

Irving  R.  Devendoef. 
J.  S.  C. 

(Indorsed:)  Entered  December  26,  1911 — 10.2J,  a.  m. 

State  of  New  York,  Onondaga  County  Clerk's  Office,  ss: 

I,  James  C.  Butler,  clerk  of  said  county,  and  of  the  supreme  and  county  courts 
therein,  which  are  courts  of  record,  do  hereby  certify  that  I  have  compared  the 
foregoing  copy  of  an  order  with  the  original  thereof  entered  and  now  remaining 
of  record  in  this  office  and  that  the  same  is  a  correct  transcript  of  said  original, 
and  of  the  whole  thereof,  and  of  the  indorsement  thereon. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  affixed  the  seal  of  said 
county  and  courts  at  the  city  of  Syracuse,  this  25th  day  of  December,  1911. 
rsEAL  1  James  C.  Btjtlee, 

Olerh. 

Mr.  Caeusi.  So  that  the  Protective  Corporation  went  out  of  exist- 
ence on  December  26, 1911? 

Mr.  TtTTTLE.  Yes,  sir. 

Mr.  Cartjsi.  And  under  the  plan  of  dissolution  approved  by  the 
supreme  court  of  the  State  of  New  York,  the  liquidating  directors  of 
the  Protective  Corporation  divided  up  among  the  stockholders  of  the 
Protective  Corporation  their  pro  rata  of  the  stock  in  which  the  funds 
of  the  Protective  Corporation  had  been  invested? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  To  wit,  a  given  number  of  shares  of  the  capital  stock 
of  the  Commercial  Corporation? 

Mr.  TuTTLE.  Yes,  sir.  .  . 

Mr.  Caeusi.  So  that  in  that  way  many  if  not  all  of  the  original 
Protective  stockholders  became  stockholders  in  the  Commercial  Fire 
Insurance  Co.  ? 

Mr.  TuTTLE.  They  did. 
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Mr.  Cartjsi.  About  how  ijaany  of  them? 

Mr,  TuTTLOE,  One  thousand  and  fifty-six. 

Mr.  Cakusi.  Out  of  an  original  1,361  Protective  stockhoWers? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caktjsi.  The  others'  being  taken  care  of  in  some  other  way  out 
of  the  proceeds  ? 

Mr.  TiiTTLE.  Yes,  sir. 

Mr.  Cakusi.  Of  those  who  became  in  that  manner  stockholders  of 
the  Commercial  Fire  Insurance  Co.,  were  there  not  many  of  them 
friends  and  agents  of  yours  with  whom  you  had  placed  about  $50^,000 
of  the  stock  of  the  Protective  Corporation  ? 

Mr.  TuTTCE.  Yes,  sir. 

Mr.  Caettsi.  Did  any  of  those  Protective  stockholders,  those  becom- 
ing Commercial  stockholders,  increase  their  stock  holdings  in  the 
Commercial  ? 

Mr.  TuTTLE.  They  have,  from  time  to  time.  There  have  been  370 
of  the  old  Protective  stockholders  who  have  bought  Commercial 
stock  to  the  amount  of  $103,000  in  addition  to  what  they  held. 

Mr.  Cakusi.  About  37  per  cent? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Cakusi.  So  that  much  of  the  increased  capitalization  of  the 
Commercial  Fire  Insurance  Co.  has  really  been  made  by  the  Pro- 
tective stockholders  themselves? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Cakusi.  Can  you  tell  the  committee  or  give  it  in  a  general 
way  some  notion  as  to  the  general  character  of  the  Protective  stock- 
hoilders — what  sort  of  people  they  were  ? 

Mr.  TuTTLE.  Well,  bankers  alone  own  17,948  shares  of  the  Com- 
mercial stock — ^that  is,  $179,000  of  the  capital  stock. 

Mr.  Cakusi.  Was  there  ever  any  bonus  stock,  so  far  as  you  know, 
in  the  Protective  corporation  ? 

Mr.  TuTTM!.  I  know  that  there  was  not. 

Mr.  Cakusi.  Was  there  ever  any  bonus  stock  in  the  Commercial 
Fire  Insurance  Co.  ? 

Mr.  TuTTO!.  Never ;  not  since  I  have  known  anything  about  it. 

Mr.  Cakusi.  So  far  as  you  know  about  it,  there  never  was? 

Mr.  TuTTUB.  No ;  I  don't  think  there  ever  was  any. 

Mr.  Cakusi.  Was  there  any  bonus  stock  in  the  First  National  Fire 
Insurance  Co.  ?  By  bonus  stock,  I  mean  stock  that  people  have  not 
paid  good  money  for. 

Mr.  TuTTLE.  There  is  not  a  share  of  stock  issued  but  what  the 
money  has  been  paid  for  every  single  share. 

Mr.  Cakusi.  In  the  case  of  the  Commercial,  all  the  stockholders 
did  not  pay  the  same  amount — the  cost  price  has  varied,  has  it  not  ? 

Mr.  TuTTLE.  That  is  right ;  yes,  sir. 

Mr.  Cakusi.  Do  you  know  whether  any  of  the  officers  or  directors 
of  the  Commercial  Fire  Insurance  Company,  who  have  from  time  to 
time  acquired  some  of  its  stock,  ever  got  it  at  any  different  or  more 
favorable  rate  than  that  which  the  general  public  paid  for  it  ? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Cakusi.  Do  you  know  whether  the  same  thing  is  true  in  the 
case  of  the  First  National  Fire  Insurance  Co.  ? 

Mr.  TuTTLE.  The  same  thing  is  true. 
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Mr.  Johnson.  To  the  second  last  question  you  said,  "  No,"  which 
would  mean  that  you  did  not  know.  Will  the  stenographer  read  the 
question  and  the  answer? 

(The  question  and  answer  was  read  by  the  stenographer.) 

Mr.  TuTTUE.  I  would  like  to  answer  that,  they  never  did. 

Mr.  Cakusi.  I  so  understood  your  answer,  but  the  way  my  question 
was  framed  it  was  susceptible  of  misconstruction.  With  respect  to 
the  troubles  that  the  Commercial  has  had  with  different  insurance 
departments,  has  the  Commercial  ever  applied  for  admission  to  New 
York? 

Mr.  Ttjttle.  No,  sir. 

Mr.  Cabtjsi.  Is  it  not  a  fact  that  there  is  a  ruling  of  the  depart- 
ment, if  not  a  law,  in  New  York,  which  requires  of  a  company  seek- 
ing application  a  larger  surplus  than  the  Commercial  has  ever  had 
until  ]ust  recently? 

Mr.  TuTTLE.  There  is  such  a  law,  or  I  believe  it  is  a  law.  I  know 
that  a  bill  was  introduced  to  that  effect  at  the  suggestion  of  the 
superintendent  of  insurance.  There  is  a  ruling,  anyhow,  on  the  part 
of  the  department. 

Mr.  Cartjsi.  There  is  either  a  law  or  a  ruling? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  CAEtrsi.  The  Commercial  applied  for  admission  to  the  State 
of  Wisconsin,  did  it  not? 

Mr.  TuTTLE.  It  did,  and  after  an  examination 

Mr.  Caeusi  (interposing).  Now,  one  minute.  I  was  asked  to  pro- 
duce this.  I  thought  I  would  wait  until  it  could  be  introduced  in 
connection  with  the  testimony  of  some  one.  I  do  not  know  whether 
all  of  this  is  desired,  however,  to  go  into  the  record  or  not.  Some  of 
it  I  do  not  care  about  myself,  but  I  produce  it  all,  as  requested.  I 
desire  to  offer,  myself,  in  evidence  this  correspondence  which  I  have 
produced  in  accordance  with  the  request  of  the  committee,  one  por- 
tion of  the  correspondence  being  a  letter  from  the  general  counsel  of 
these  companies,  addressed  to  the  commissioner  of  insurance  under 
date  of  August  21, 1911. 

Mr.  Johnson.  This  is  the  correspondence  between  whom  ? 

Mr.  Cahusi.  This  is  between  these  companies  and  the  Wisconsin 
insurance  department,  which  has  been  mentioned  a  number  of  times 
as  having  excluded  the  Commercial;  and  I  should  like  to  read  this 
letter  into  the  record,  as  it  is  a  clear  statement  of  the  entire  transac- 
tion. 

Mr.  Redfield.  This  is  for  the  record  ? 

Mr.  Caeusi.  This  is  for  the  record ;  yes. 

Mr.  Redfield.  Mr.  Carusi,  is  this  the  beginning  of  the  Wisconsin 
incident  ? 

Mr.  Cakusi.  This  is  the  first  letter  that  I  ever  wrote  about  it,  giving 
what  transpired;  and  I  have  here  all  of  the  papers  and  the  corre- 
spondence, which,  as  I  say,  I  won't  attempt  to  read  all  into  the  record, 
but  I  produce  it  for  the  committee. 

Mr.  Redfield.  Have  you  any  objection  to  my  looking  at  it? 

Mr.  Caeusi.  Why,  not  at  all.     I  brought  it  here  for  that  purpose. 

Mr.  Redfield.  What  is  the  date  of  that  letter  you  have  in  your 
hand? 

Mr.  Caeusi.  This  letter  is  dated  August  21,  1911,  and  is  addressed 
to  Herman  L.  Ekern,  Esq.,  commissioner  of  insurance,  Madison,  Wis. 
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Mr.  Kedfield.  Mr.  Chairman,  it  is  now  5  o'clock,  or  within  two 
minutes  of  it,  and  I  would  suggest  that  inasmuch  as  this  letter  which 
counsel  is  about  to  read  refers  to  a  letter  from  the  Wisconsin  de- 
partment and  the  report  of  that  department,  that  the  letter  and  that 
report  should  be  inserted  in  the  record  at  this  point,  so  that  the  whole 
thing  may  read  sequentially. 

Mr.  Caettsi.  I  think  that  is  a  very  proper  suggestion,  Mr.  Eed- 
field. 

Mr.  Eedfield.  Will  you  furnish  that? 

Mr.  Caeusi.  If  you  wUl  let  me  see  that  we  can  agree  upon  what 
we  would  like  to  have. 

Mr.  REoriELD.  This  is  an  exact  copy  of  the  one  you  have,  Mr. 
Carusi ;  for  the  moment  can  it  be  agreed,  Mr.  Carusi,  that  you  will 

gut  in  at  this  point  the  letter  from  the  department,  signed  by  Mr. 
leedle,  and  also  the  report  of  the  actuary,  Anderson,  dated  August 
16,1911? 
Mr.  Oaktjsi.  I  do  not  believe  that  I  have  got  that. 
Mr.  Eedfieu).  Mr.  Carusi,  the  committee  has  available  copies  of 
that  report  and  the  actuary's  report,  apd  of  the  letter  referred  to, 

and  if  you  will  consent  to  have  them  go  in - 

Mr.  Caeusi  (interposing).  Yes;  I  would  like  very  much  to  have 
them  go  in. 

Mr.  Eedfield.  Now  may  we  not  defer  this  whole  matter  until  in 
the  morning,  when  we  can  take  this  whole  thing  up ;  that  is,  this  whole 
Wisconsin  matter,  and  put  it  in  in  its  order  ? 
^  Mr.  Caettsi.  Tha"t  is  satisfactory  to  me. 

*  Mr.  Johnson.  The  committee  will  now  adjourn  until  10  o'clock 
to-morrow  morning. 

(Whereupon,  at  5  o'clock  p.  m.,  the  committee  adjourned  until 
10  o'clock  a.  m.,  on  Wednesday,  January  22,  1913.) 
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Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  of  Representatives, 
Washington,  D.  C,  January  22, 1913. 
The  subcommittee  met  at  10  o'clock  a.  m.,  pursuant  to  adjourn- 
ment. 

Present,  in  addition  to  the  members  of  the  subcommittee:  Francis 
H.  Stephens,  assistant  corporation  counsel  of  the  District  of  Columbia; 
Mr.  J.  S.  Easby-Smith,  counsel  for  the  superintendent  of  insurance 
of  the  District  of  Columbia ;  Messrs.  Charles  A.  Douglas  and  Charles 
F.  Carusi,  representing  the  Commercial  Fire  Insurance  Co.,  the  First 
National  Insurance  Co.  of  the  United  States,  and  the  Washington 
Loan  &  Title  Co. 

TESTIMONY  OF  ROBERT  R.  TUTTLE— Continued. 

Mr.  Redfield.  Mr.  Carusi,  I  have  here  a  copy  furnished  by  the 
department  of  insurance  of  the  State  of  Wisconsin  of  the  report  to 
it  of  Ij.  a.  Anderson,  actuary,  which  was  the  matter  referred  to  in 
Ihe  letter  which  you  produced  last  evening,  and  there  was  with  that 
letter  also  one  other  paper;  you  presented  also  one  other  communi- 
cation, of  which  I  think  I  have  not  a  copy. 

Mr.  Carusi.  You  want  to  get  those  all  in  here  ? 

Mr.  Eedfieu).  Yes;  that  is  the  idea,  to  get  those  sequentially 
[reading] : 

State  of  Wisconsin, 

Department  of  Insurance, 
Madison,  Wis.,  August  16,  1911, 
Hon.  Herman  L.  Ekern, 

Commissioner  of  Insurance,  Madison,  Wis. 

Dear  Sib  :  In  compliance  with  your  instructions,  I  have  examined  the  books 
of  account  and  other  records  of  the  Commercial  Fire  Insurance  Co.,  of  Wash- 
ington, D.  C,  and  beg  to  report  as  follows : 

The  annual  statement  as  of  December  31,  1910,  which  was  filed  in  this  depart- 
ment, was  checlced  with  the  books  of  the  company  and  found  to  be  correct  in 
all  details.  I  also  examined  a  large  number  of  claim  papers  and  was  fully 
convinced  that  the  company  has  paid  all  legitimate  claims  promptly  and  in  full. 

This  company  was  incorporated  May  17,  1890,  with  a  capital  stock  of  $100,000, 
divided  into  20,000  shares  of  a  par  value  of  $5  each.  The  company  has  been 
in  successful  operation  since  that  time.  Their  business,  however,  has  been 
practically  limited  to  the  District  of  Columbia  until  recently.  During  the 
present  year  the  Protective  Corporation,  of  Syracuse,  N.  Y.,  purchased  18,827 
of  the  20,000  shares.  On  June  12  of  the  present  year  the  company  voted  to 
increase  its  capital  stock  to  $125,000  by  issuing  5,000  additional  shares  of  a 
par  value  of  $5  to  be  sold  at  $8  per  share.  The  new  issue  was  all  taken  by  the 
Protective  Corporation,  of  Syracuse,  N.  Y.  Jn  view  of  the  many  criticisms 
that  have  been  made  with  regard  to  holding  corporations,  I  have  deemed  it 

1531 


1532  INVESTIGATION   OF   INSURANCE   COMPANIES. 

necessary  to  obtain  iis  full  mfonuation  as  possible  upon  this  subject,  and  to 
that  end  I  called  in  the  vice  president  of  tbe  Commercial  Fire  Insurance  Co 
Mr.  Robert  R.  Tuttle,  who  is  also  president  of  the  Protective  Corporation  He 
explained  to  me  in  detail  the  manner  of  organizins;  the  holding  company  and 
was  willing,  apparently,  to  give  the  fullest  information  concerning  its  past  and 
present  standing.  I  requested  him  to  put  his  statement  in  writing  so  as- to  be 
of  record.  I  have  received  a  letter  from  him  dated  June  2S  which  reads  as 
follows : 

Mr.  L.  A.  Anderson, 

Actual]/,  Department  of  Insurance,  Madison,  ^fis. 

Dear  Sie  :  Complying  with  your  request  for  a  letter  regarding  the  conditiou 
of  the  Protective  Corporation,  principal  stockholder  of  the  Commercial  Fire 
Insurance  Co.,  beg  to  state  that  the  bank  account  of  the  Protective  was  on 
June  24,  $9,614.78.  It  owns  securities  (being  Commercial  Fire  stock),  $194,- 
055.77;  it  has  deferred  installments  due  it  and  being  paid  from  month  to 
month,  $61,311.16 ;  it  has  notes  due  it  of  $25,028. 

The  Protective  Corporation,  formerly  nam«d  the  Protective  Holding  Corpora- 
tion, started  active  business  in  January,  1910.  although  it  was  incorporated,  I 
believe,  in  December,  1809.  It  is  a  New  York  State  business  corporation,  and 
it  was  designed  at  first  that  it  should  organize  and  hold  stock  of  a  company 
to  be  called  the  Protective  Fire  Insurance  Co.,  and  later  a  company  to  be 
called  the  Protective  Life  Insurance  Co.,  and  later  a  company  to  be  called  the 
Protective  Casualty  Co.  These  ambitious  plans  were  conceived  by  a  promoter 
named  Manning.  The  directors  did  not  agree  with  Mr.  Manning's  methods  of 
organization,  and  his  contract  was  abrogated.  Thope  who  took  up  the  work  and 
the  management  of  the  Protective  secured  the  consent  of  the  stockholders  to 
the  purchase  of  the  Commercial  Fire  Insurance  Co.,  of  Washington,  D.  0., 
which  company  has  been  iu  existence  for  21  years  and  is  now  extending  in  a 
moderate  way  its  operations.     I  beg  to  remain, 

Very  respectfully,  yours,  Robert  R.  Tuttle, 

President  the  Protective  Corporation. 

While  the  foregoing  letter  gives  a  plausible  explanation  of  the  methods  and 
character  of  the  Protective  Corporation,  it  is  not  entirely  convincing  that  the 
whole  truth  has  been  told.  I  beg,  therefore,  to  submit  the  following  letter  and 
copy  of  circular  which  was  received  at  this  department  a  short  time  ago :  / 

Dear  Sir  :  We  believe  you  will  be  interested,  as  one  of  our  valued  corre- 
spondents, in  the  remarkable  showing  of  progress  made  by  the  Commercial 
Fire  Insurance  Co.  during  the  first  six  months  of  1911,  which  is  the  twenty-first 
year  in  the  history  of  the  company. 

Pinned  to  this  letter  sheet  you  will  find  a  statement  of  premium  income  from 
January,  1911,  to  June,  1911,  inclusive,  and  a  statement  of  fire  losses  incurred 
and  fire  losses  paid  upon  the  business  represented  by  this  premium  income. 

Note  especially  two  things — first,  note  the  rapid  increase  of  premium  re- 
ceipts from  $835.70  in  January,  to  $10,116.98  in  June;  second,  note  the  small 
fire  loss  incurred,  showing  extreme  care  and  skill  in  the  assumption  of  risks. 

This  premium  income  cost  the  Commercial  only  the  usual  commission  to 
secure,  and  the  balance,  less  the  losses,  will  be  profit  to  the  stockholders. 
This  fast-growing  volume  of  business,  the  premium  income  of  which  is  now 
running  at  the  rate  of  over  $100,000  per  year,  will  mean  largely  increased 
profits  to  Commercial  stockholders. 

As  we  have  previously  advised  you,  the  Commercial  Fire  Insurance  Co. 
is  now  increasing  its  capital  and  surplus  in  order  to  enable  it  to  accept 
a  larger  volume  of  business  and  establish  additional  agencies  throughout  the 
country.  This  additional  capital  and  surplus  is  being  taken  by  1,000  residents 
of  the  various  States  who  are  known  as  owners.  Each  of  these  owners  is 
taking  20  shares  of  Commercial  stock  at  $10  per  share,  totaling  $200,  and  pay- 
ing for  it  either  in  cash  or  in  installments  of  $20  down  and  $20  monthly  for 
nine  more  months.  These  20  shares,  thus  taken  by  each  of  these  1,000  owners, 
are  subject  to  the  regular  and  increasing  dividends  earned  by  the  Commercial 
and  paid  semiannually — in  January  and  July. 

The  growth  of  the  Commercial  is  clean,  wholesome,  and  conservative. 
Gradually  it  is  becoming  a  millon-dollar  company.  All  American  fire  com- 
panies  in   the   million-dollar   class   earn   an   average   of  between  40  and  41 
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per  cent  for  their  stockJiolders.     This,  too,  is  the  Oommerciars  goal  in  capital 
and  earnings. 

We  have  already  sent  you  a  booklet  which  explains  to  you  fully  the  Com- 
mercial's plan  of  increasing  its  capital  and  surplus.  With  the  booklet  you 
have  also  received  an  application  blank  which  will  qualify  you  for  ownership 
and  dividends,  also  full  instructions  how  to  apply  for  one  of  the  1,000  Com- 
mercial ownerships  through  the  District  National  Bank,  of  Washfngton,  D.  O. 

This  a  rare  opportunity  to  take  advantage  of  sure  and  regular  dividends, 
large  prospective  profits,  and  an  increase  in  value  of  the  20  shares  of  Com- 
mercial stock  which  you  will  secure  by  applying  at  once  for  the  ownership 
which  I  am  holding  out  for  you,  as  per  my  letter  of  the  18th  instant. 

Aw.'iiting  your  application,  we  remain, 
Very  truly,  yours, 

Commercial    Fike    Instjbance   Co., 
KoBEBT  R.  TtJTTLE,  Vice  President. 

(Inclosures.) 

Schedule  shoiving  grmoth  of  new  premium  income  of  the  Commercial  Pvre    ' 

Insurance  Go. 

1911. 

January $835.80 

Februai-y 4,  280.  51 

March 3, 167. 11 

April 5,  841. 15 

May 6,  701. 11 

June 10, 116.  98 

Fire  losses  incurred  and  settled  on  the  above  six  months'  business 1,  326. 00 

In  view  of  the  foregoing,  together  with  other  evidence,  among  which  I  may 
mention  two  pamphlets,  marked  "  Exhibit  A  "  and  "  B,"  submitted  herewith,  it 
appears  that  the  Commercial  Fire  Insurance  Co.  has  been  purchased  for  the 
sake  of  furnishing  a  shield  for  a  stock-jobbing  scheme,  and  I  therefore  recom- 
mend that  license  be  refused. 

Respectfully  submitted. 

L.  A.  Andebson,  Actuary. 

Do  you  know  the  date  of  the  circular  mentioned  in  that  letter,  Mr. 
Tuttle? 

Mr.  Tuttle.  I  do  not. 

Mr.  Eedfield.  Will  you  determine  it  and  advise  the  committee? 

Mr.  Tuttle.  I  will,  if  possible. 

Mr.  Redfield.  Will  you  furnish  the  committee  all  the  information 
you  can  obtain  respecting  it? 

Mr.  TuTTi.E.  Yes,  sir. 

Mr.  Redfield.  Mr.  Carusi,  have  you  in  your  possession  the  letter 
from  the  department  of  insurance  of  the  State  of  Wisconsin  signed 
by  George  W.  Beedle,  deputy  commissioner,  advising  your  commit- 
tee that  the  license  was  refused  on  the  basis  of  Actuary  Anderson's 
report  of  August  16,  1911,  which  has  just  been  read  into  the  record, 
and  to  which  letter  you  replied  under  date  of  August  21  ? 

Mr.  Caeusi.  I  made  an  examination  of  my  files  and  have  produced 
before  the  committee  all  of  the  correspondence  which  I  found  there, 
but  was  not  able  to  find  or  locate  the  copy  of  Actuary  Anderson's 
report  which  has  just  been  read  into  the  record  and  which  was  for- 
warded to  the  Commercial  Fire  Insurance  Co.,  together  with  a  brief 
official  notice  signed,  I  think,  by  the  deputy  commissioner,  stating 
that  license  had  been  refused  on  the  grounds  stated  in  the  report 
inclosed. 
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Mr.  Eedfieij).  At  Mr.  Carusi's  request  I  will  read  this  letter  into 
the  record,  which  was  produced  last  night  [reading] : 

August  21,  1911. 
Hebman  L.  Ekern,  Esq., 

Commissioner  of  Insurance,  Madison,  Wis. 

Deak  Sir:  The  Commercial  Fire  Insiu-auce  Co.,  of  Wasliiugton,  D.  C,  of  which 
I  am  the  attorney,  has  placed  in  my  hands  a  letter  from  your  department, 
signed  George  E.  Beedle,  deputy  commissiouer,  advising  our  company  that  the 
license  wns  refused  upon  the  basis  of  Actuary  Anderson's  report  of  August  16, 
1911,  a  copy  of  which  was  also  inclosed. 

On  behalf  of  the  company  I  respectfully  note  an  appeal  to  you  from  the 
conclusions  of  the  actuary  and  the  official  action  of  your  deputy. 

The  actuary  bases  his  adverse  report  upon  two  facts:  First,  the  ownership 
of  the  stock  control  by  the  Protective  Corporation  of  New  York;  second,  a 
stock-selling  letter  from  Jlr.  Tuttle.  Am  I  to  understand  that  there  is  anything 
in  the  insurance  law  of  your  State  which  makes  the  right  of  a  local  company 
to  do  business  depend  upon  the  character  of  the  persons,  real  or  artificial,  who 
own  its  stock?  If  not,  I  respectfully  suggest  that  no  such  consideration  should 
bar  a  solvent  and  properly  managed  company  from  another  State  or  Territory. 
I  concede  that  any  State  has  the  right  under  the  law  to  be  as  arbitrary  in  the 
exclusion  of  foreij^n  companies  as  it  pleases,  as  corporations  are  not  within  the 
protection  afforded  liy  the  Federal  Constitution  in  this  regard;  but  I  submit 
there  is  nothing  in  the  insurance  laws  of  Wisconsin  which  justify  an  inquiry 
into  the  character  of  an  insurance  company's  stockholders  as  bearing  upon  its 
right  to  do  Itusiness  or  upon  the  safety  and  security  of  its  policyholders.  If 
such  on  inquiry  were  permissible,  where  would  it  stop?  Would  the  fact  that  a 
majority  of  the  stock  was  held  by  a  IJepublican  justify  a  Democratic  superhi- 
tendent  in  refusing  a  license,  or  would  a  Roman  Catholic  decline  to  license  a 
comi;any  the  majority  of  whose  stock  was  held  by  a  Masonic  lodge? 

Will  the  fact  that  a  New  York  business  coiijoration  is  entitled  to  the  divi- 
dends of  our  compauT,'  impair  in  any  way  the  security  of  the  Wisconsin  policy- 
holder? As  a  holder  of  a  majority  of  its  capital  stock  the  protective  corporation 
can  elect  the  board  of  directors  of  the  Commercial  Fire  Insurance  Co.,  and,  if 
it  had  so  desired,  could  have  elected  a  board  of  trustees  undeserving  of  confi- 
dence, and  I  cheerfully  concede  that  your  department,  if  intrusted  with  wide 
discretionary  powers,  might  refuse  admission  to  our  company  upon  the  ground 
that  its  personnel  constituted  a  menace  to  the  security  of  Wisconsin  policyhold- 
ers. This,  however,  is  not  the  case,  and  I  demand  that,  in  common  fairness, 
your  department  satisfy  itself  by  inquiries,  addressed  to  our  insurance  dapart- 
ment  or  elsewhere,  as  to  the  high  standing,  financially  or  otherwise,  of  the 
directors  and  officers  of  the  Commercial  Fire  Insurance  Co. 

Second.  The  Tuttle  stock  selling  letter. 

Am  I  to  understand  that  any  statement  in  that  letter  is  charged  to  be  untrue? 
If  so,  the  United  States  postal  authorities  are  the  proper  critics.  None  of  the 
statements  contained  in  it  are  untrue.  Your  actuary  certainly  does  not  care  to 
go  on  record  that  an  increase  of  the  capital  stock  of  a  company,  and  an  effort 
to  sell  that  stock  by  calling  attention  to  the  increasing  business  of  the  company, 
disqualifies  It  from  doing  business  in  your  State.  How  often  has  any  such  rule 
been  applied  before?  If  there  is  anything  suspicious  about  this  increase  and 
it  is  not  bona  fide,  an  examination  along  that  line  will  reveal  the  real  facts. 

I  have  no  hesitation  in  saying  that  the  Commercial  Fire  Insurance  Co.  intends 
to  increase  its  capital  by  the  sale  of  its  stock  up  to  a  million  dollars  if  possible ; 
that  its  stock  has  recently  been  sold  and  will  be  sold  at  double  par;  that  the 
company  will  get  every  cent  of  the  net  surplus  after  actual  expenses  and  a 
commission  of  7i  per  cent  has  been  deducted.  The  sale  will  be  largely  con- 
ducted through  the  mails  and  in  a  manner  to  comply  with  the  Federal  laws 
regulating  the  use  of  the  mails.  If  this  is  what  your  actuary  calls  a  stock- 
jobbing scheme,  he  is  misinformed  as  to  the  meaning  of  that  term. 

I  wish  to  add  that  the  remarkable  increas_e  in  the  company's  business  has 
been  due  o  two  facts :  The  first,  that  it  is  now  writing  business  in  a  number  of 
States  and  not  confining  itself  to  the  District  of  Columbia.  Since  the  operations 
in  the  District  of  Columbia  of  a  "fire  insurance  company  from  your  State  the 
local  companies  can  not  exist  on  local  business.  The  other  fact  referred  to  is 
that  the  company's  underwriting  is  conducted  by  general  agents  of  energy  and 
experience. 
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In  conclusion  I  wish  to  say  that  I  am  perfectly  well  aware  that-  the  true 
reasons  of  the  actuary's  report  were  the  "  two  pamphlets  marked  '  Exhibit  A' 
and  '  Exhibit  B,'  submitted  herewith,"  which,  if  I  am  not  mistaken,  emanated 
from  the  New  York  insurance  department. 

I  can  well  understand  that  a  certain  reciprocity  should  exist  and  can  be  en- 
forced between  insurance  departments;  and  if  it  were  the  Protective  Corpora- 
tion of  New  York  which  was  examined  by  the  New  York  department,  which 
sought  admission  into  Wisconsin,  then  it  would  be  Mr.  Hotchkiss's  and  not  Mr. 
Ingham's  examination  and  opinions  which  would  be  consulted.  The  reverse, 
however,  is  here  the  case,  and  the  New  York  insurance  department  will  make  no 
examination,  of  the  Commercial  until  Its  new  issue  of  stock  is  sold  and  fully 
paid,  at  which  time  that  department  will  be  called  upon  to  license  it. 

The  Protective  Corporation  is  not  an  insurance  company,  but  was  organized 
under  the  business  incorporation  law  of  New  York.  The  New  York  superin- 
tendent may  or  may  not  be  right  in  his  opinion  as  to  the  best  manner  of  selling 
stock  in  such  companies,  as  to  what  constitutes  a  safe  ratio  of  expense,  or 
whether  stock  should  be  subscribed  by  a  few  rich  men  rather  than  be  sold 
through  the  mail  in  small  lots.  When  confined  to  a  New  York  corporation  under 
his  jurisdiction  his  opinion  upon  these  subjects  may  be  excited  to  respect,  but 
even  so  I  am  inclined  rather  to  take  the  estimate  of  their  value  from  the  insur- 
ance press  of  his  own  State  than  from  himself. 

I  respectfully  submit  that  the  Commercial  Fire  Insurance  Co.  is  entitled, 
under  the  laws  governing  your  department,  to  admission  to  Wisconsin  and  ask 
that  the  matter  be  reopened.  Any  information  desired  can  be  secured  directly 
from  us  or  from  the  insurance  department  of  this  District. 

We  ask  that  you  give  personal  attention  to  this  matter,  and  that  we  be  given 
our  day  in  court  to  answer  any  charges  or  criticisms.  If  we  are  to  be  denied 
admission,  we  desire  and  feel  that  we  have  a  right  to  insist  upon  some  ground 
being  advanced  which  is  within  the  contemplation  of  the  Wisconsin  statutes 
and  not  upon  pamphlets  aimed  at  the  destruction  of  a  New  York  business  cor- 
poration and  disseminated  with  a  malignant  zeal  that  needs  investigation. 

CHAKtES  F.   CAEXTSI. 

Mr.  Eedfield.  Mr.  Carusi,  I  think  this  correspondence  need  not 
encumber  the  record  if  you  will  be  good  enough  to  state  in  substance 
what  took  place — ^that  you  wrote  for  the  necessary  papers,  and  that 
pursuant  to  it  the  previous  correspondence  was  written. 

Mr.  Caeusi.  Yes. 

Mr.  Eedfieij).  Mr.  Tuttle,  I  show  you  a  letter  of  March  21  to  the 
insurance  department  of  the  State  of  Wisconsin,  and  ask  if  your 
company  made  application  for  a  license  in  that  State? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  And  was  that  license  refused  ? 

Mr.  Tuttle.  It  was. 

Mr.  Cahusi.  I  have  a  further  letter,  which  I  will  now  read  for  the 
record  [reading] : 

August  25,  1911. 
Hon.  Hekman  L.  Ekern, 

Commissioner  of  Insurance,  Madison,  Wis. 

Deab  Sib:  Keferring  to  my  recent  communication  relative  to  action  of  your 
deputy  in  refusing  to  license  the  Commercial  Fire  Insurance  Co.,  I  beg  to  sub- 
mit the  following: 

I  have  made  an  examination  of  the  laws  of  the  State  of  Wisconsin.,  compiled 
by  you  in  1909,  and  it  would  appear  therefrom  that  your  deputy  has  violated 
the  laws  of  the  State  of  Wisconsin  in  declining  to  license  this  company.  Every 
requirement  of  sections  1915  et  seq.  of  the  compiled  laws  .of  1898  were  com- 
plied with  by  this  company.  Under  the-  provisions  of  section  1968  the  actuary 
connected  with  your  department  came  to  Washington  and,  at  the  expense  of 
the  Commercial  Fire  Insurance  Co.,  made  an  examination  of  its  assets  and  its 
business,  and  at  the  end  of  his  examination  stated  to  the  secretary  of  that 
company  that  he  had  found  everything  satisfactory  and  that  a  license  would 
undoubtedly  be  issued.  Upon  his  return  he  advised  against  licensing  the  com- 
pany upon  the  basis  of  information  which  he  already  had  in  his  department 
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before  he  came  to  Washington  at  the  expense  of  the  Commercial  Fire  Insur- 
ance Co. 

Upon  this  Information  (if  pump-handle  publicity  pamphlets  which  emanated 
from  the  New  York  insurance  superintendent's  office  can  be  called  Information 
and  which,  moreover,  had  no  connection  with  this  company)  he  advises  that 
the  Insurance  laws  of  the  State  of  Wisconsin  be  disregarded  and  license  be 
refused. 

When  I  addressed  to  you  the  company's  appeal  from  the  unfair  and  ill-con- 
sidered action  of  your  subordinate,  it  was  with  the  expectation  that  the  matter 
would  be  taken  up  by  you  when  reached,  a  reconsideration  of  the  matter  given, 
and  a  license  issued.  The  day  my  letter  was  mailed  to  you,  and"  the  day  tlie 
Commercial  Fire  Insurance  Co.  received  official  notice  of  your  deputy's  de- 
cision, the  full  text  of  it  }\'as  in  type  in  the  pressrooms  of  the  Insurance  Press 
of  New  York. 

I  am  advised  that  you  personally  had  no  part  in  this  indecent  and  wholly  un- 
justifiable procedure,  and  the  party  who  is  responsible  will  have  a  chance  to 
explain  in  the  courts  of  Wisconsin  the  difference  between  libel  and  pump- 
handle  publicity. 

What  I  now  ask  from  you  is  that,  in  view  of  the  damage  which  has  been  done 
the  Commercial  Fire  Insurance  Co.,  by  letter  receive  a  telegraphic  reply  stating 
whether  or  not  the  Commercial  will  be  admitted  to  do  business  in  the  State  of 
Wisconsin  as  by  the  statutes  of  that  State  provided,  or  whether  the  validity  of 
the  deputy's  action  will  have  to  be  tested  by  mandamus  proceedings  in  the 
courts  of  Wisconsin. 

I  desire  you  to  understand  that  none  of  the  foregoing  statements  are  intended 
as  threats,  but  are  plain  statements  of  my  instructions  from  my  client,  and 
from  you  personally  I  have  the  honor  to  request  that  my  previous  letter  be 
given  your  immediate  and  careful  consideration ;  and  if,  from  the  statements 
therein  contained  and  from  the  provisions  of  the  insurance  law  of  your  State, 
you  come  to  the  conclusion  that  the  Commercial  Fire  Insurance  Co.  is  entitled 
to  its  license,  I  simply  ask  that  you  telegraph  that  fact  instead  of  compelling 
us  to  wait  for  the  usual  routine  of  the  mail.  The  necessity  for  this  early  action 
is  not  of  our  creation,  but  is  due  to  the  illegal  action  of  those  connected  with 
your  department  in  going  out  of  their  way  to  damage  the  good  name  of  a 
responsible  company. 

Very  respectfully,  yours,  . 

P.  S. — Dictated  by  Mr.  Carusi,  who  was  compelled  to  leave  his  office  before 
signing.     Signed  by  his  direction  by  the  stenographer  in  charge. 

I  will  state  that  following  this  correspondence  the  board  of  directors 
of  the  Commercial  Fire  Insurance  Co.  instructed  me,  as  general  coun- 
sel, to  employ  local  counsel  in  Wisconsin  to  file  an  action  against 
Herman  L.  Ekern  and  George  W.  Beedle  and  L.  A.  Anderson  for 
libel  in  having  caused  the  publication  in  a  New  York  paper  of  their 
report  before  the  report  had  been  forwarded  to  the  company  affected 
by  it  or  any  notice  given  to  the  company  of  the  action  taken  by  the 
insurance  department ;  that  suit,  as  appears  from  the  certified  copy 
of  the  proceedings  in  the  circuit  court  in  Dane  County,  Wis.,  was 
commenced  by  a  declaration — the  date  of  filing  appears  to  have  been 
omitted,  but  its  approximate  date  can  be  gathered  from  the  fact  that 
it  was  verified  on  the  1st  day  of  November,  1911.  An  answer  was  in- 
terposed on  the  25th  day  of  November,  1911,  and  the  action  is  now 
at  issue  in  the  courts  of  the  State  of  Wisconsin,  and  my  advices  fropi 
counsel  in  charge  of  the  case  are  that  it  is  expected  to  be  reached  in 
due  course  of  trial  during  the  January  term  of  court. 

Mr.  Beegee.  This  year? 

Mr.  Caeusi.  January  term.  I  do  not  know  whether  it  is  the  month 
of  January  or  not. 

Mr.  Beegee.  Of  this  year,  I  asked  ? 

Mr.  Carusi.  Oh,  yes ;  of  this  year.  It  has  not  been  reached  as  yet 
in  the  calendar  of  the  court. 
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Mr.  Redfieu}.  Mr.  Carusi,  is  this  file  of  papers  handed  in  for  the 
information  of  the  committee  or  to  go  into  the  record  ? 

Mr.  Caeusi.  At  the  pleasure  of  the  committee.  I  do  not  think  it 
proper  to  burden  the  record  with  it  unless  you  desire  it. 

Mr.  Rbdfield.  Then  we  may  retain  this  ? 

Mr.  Caeusi.  Yes,  sir ;  if  you  desire. 

The  committee  asked  yesterday  for  the  printing  bills,  and  the  news- 
papers have  been  asked  to  make  up  bills  for  advertising  of  the  two 
companies  and  of  the  Southern  Building,  or  rather  those  relating  to 
the  Southern  Building,  and  promised  to  do  so  at  once.  Inasmuch, 
however,  as  they  may  not  be  ready  for  submission  until  Mr.  Tuttle 
has  left  the  stand,  I  would  like  to  ask  him  now  whether  or  not  the 
extensive  advertising  which  has  been  done  this  month  and  the  latter 
part  ,of  December  was  not  done  under  the  instructions  of  general 
counsel  as  a  part  of  the  defense  of  the  company  growing  out  of  these 
proceedings  and  the  other  threatened  actions  to  which  they  were 
exposed  ? 

Mr.  Tuttle.  It  was. 

Mr.  Carusi.  And  it  is  your  understanding  that  those  bills  will  be 
charged  to  the  defense  of  the  two  companies? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  And  your  answer  includes,  does  it  not,  the  advertising 
bills  for  the  large  advertisements  of  the  Southern  Building  which 
have  appeared  in  the  daily  papers  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Tuttle^  we  had  finished  with  the  Protective  Cor- 
poration and  your  connection  with  it,  the  fact  that  you  had  purchased 
on  its  behalf  the  Commercial  Fire  Insurance  Co.  Do  you  recall  who 
the  directors  were  who  remained  on  the  board  after  you  acquired 
control  ? 

Mr.  Tuttle.  I  remember  some  of  them. 

Mr.  Caeusi.  Well,  perhaps  I  can  assist  you.  Mr.  Hoge,  the  presi- 
dent, continued  as  president? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Harper  continued  as  a  director? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Hoge's  brother  continued  as  a  director  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Mathewson,  Mr.  Hoge's  bookkeeper,  continued  as 
a  director? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Ellis? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Burch  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  And  who  else  that  you  now  recall  ? 

Mr.  Tuttle.  I  do  not  recall  any  others. 

Mr.  Caeusi.  Those  gentleman  that  I  have  mentioned  continued  as 
directors  from  the  time  you  acquired  control  of  the  property  in  the 
early  months  of  1911  until  some  time  in  June,  1912,  did  they  not? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Do  you  recall  my  first  connection  with  your  firm,  or 
with  the  Commercial  Fire  Insurance  Co.,  and  the  time  of  it? 
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Mr.  TuTTtE.  I  do. 

Mr.  Carusi.  Will  you  just  state  that  briefly,  please. 

Mr.  TuTTLE.  I  wanted  to  have  the  Protective  Corporation  dis- 
solved, if  possible,  because  of  the  extra  expense  of  maintaining  two 
corporations,  and  the  taxes  alone  in  Syracuse  for  the  Protective  were 
in  the  neighborhood  of  $5,000  or  $6,000,  and  I  asked  Col.  Harper  if 
he  could  recommend  a  lawyer,  and  he  recommended  Mr.  Carusi.  I 
went  to  see  Mr.  Carusi  and  asked  him  if  he  would  look  into  the 
possibility  of  dissolving  the  Protective  Corporation.  He  said  he 
would,  and  we  had  many  conferences  on  it,  and  Tuttle,  Wightman  & 
Dudley  retained  him  as  their  counsel. 

Mr.  Carusi.  Do  3'ou  remember  whether  or  not  at  that  time  I  was 
general  counsel  for  the  District  National  Bank? 

Mr.  Ttjttle.  You  were.  , 

Mr.  Carusi.  And  Col.  Harper  stated  to  you  that  fact  at  the  time 
he  suggested  my  name  to  you? 

Mr.  TuTTUE.  Yes,  sir. 

Mr.  Carusi.  Some  time  after  this  conversation  that  you  have  men- 
tioned, which  took  place  verv  shortly  after  you  came  to  Washington, 
did  it  not? 

Mr.  Tuttle.  I  think  it  took  place  in  either  April  or  May,  1911.  I 
came  to  Washington  in  February,  1911. 

Mr.  Carusi.  Some  time  after  this  conversation  took  place  I  was 
offered  the  position  as  general  counsel  of  the  Commercial  Fire  Insur- 
ance Co.? 

Mr.  Tuttle.  Yes. 

Mr.  Carusi.  And  have  continued  as  such  up  to  the  present  time? 

Mr.  Tuttle.  Yes. 

Mr.  Carusi.  And  also  as  counsel  for  Tuttle,  Wightman  &  Dudley 
(Inc.)  ? 

^Ir.  Tuttle.  Yes,  sir. 

JMi .  Carusi.  Do  you  remember  when  I  was  elected  a  member  of 
the  board  of  directors  of  the  Commercial  Fire  ? 

IMr.  Tuttle.  No  ;  I  do  not. 

Mr.  Carusi.  It  was  some  time  in  the  spring  or  summer  of  1911, 
was  it  not  ? 

Mr.  Tuttle.  Yes. 

Mr.  Carusi.  Do  you  remember  when  Judge  Gould  was  elected  a 
member  of  the  board  of  directors? 

Mr.  Tuttle.  I  think  it  was  about  the  time  you  were,  or  shortly 
after. 

Mr.  Carusi.  Do  you  remember  at  whose  request  he  became  a  mem- 
ber of  the  board  of  directors  of  the  Commercial  Fire  Insurance  Co.  ? 

3klr.  Tuttle.  Either  Col.  Harper  or  Mr.  Hoge,  I  think  both  of 
them.     I  think  Col.  Harper  suggested  it  and  Mr.  Hoge  seconded  it. 

]\Ir.  Carusi.  Mr.  Hoge  continued  as  president  of  the  Commercial 
Fire  Insurance  Co.  until  the  stockholders'  meeting  in  June,  1912? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  When  Judge  Barnard  left  the  board  he  was  vice 
president,  was  he  not? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  And  you  took  his  place  as  vice  president  ? 

Mr.  Tuttle.  Yes,  sir. 
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Mr.  Carusi.  You  continued  as  vice  president  until  the  stock- 
holders' meeting  of  1912  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Hoge  continuing  as  president  of  the  company  ? 

Mr.  Ttjttle.  Yes. 

Mr.  Caeusi.  Judge  Gould  became  vice  president  of  the  Commer- 
cial when  Mr.  Hoge  was  not  reelected  and  you  became  president  in 
his  place? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caetjsi.  He  then  took  your  place  as  vice  president  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Was  the  fact  that  I  was  counsel  for  Tuttle,  Wightman 
&  Dudley  as  a  firm  known  to  the  directors  of  the  Commercial  Fire 
Insurance  Co.  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  When  was  the  firm  of  Tuttle,  Wightman  &  Dudley 
incorporated?  [A  pause  without  reply.]  If  you  have  no  memo- 
randum there  I  can  supply  your  lack  of  recollection,  probably — 
November  22,  was  it  not,  in  1911  ? 

Mr.  Tuttle.  It  was  in  November,  1911. 

Mr.  Caeusi.  The  actual  certificate  was  taken  out  November  22, 
1911.    Who  are  the  stockholders? 
■  Mr.  Tuttle.  Who  are  the  stockholders? 

Mr.  Caeusi.  Yes;  who  are  they  now?  We  will  go  back  and  see 
when  they  became  such. 

Mr.  Tuttle.  The  three,  Tuttle,  Wightman,  and  Dudley;  Charles 
F.  Carusi,  Ashley  M.  Gould,  and  W.  J.  Davis. 

Mr.  Caeusi.  That  company  was  incorporated  for  $10,000,  was  it 
not? 

Mr.  Tuttle.  It  was. 

Mr.  Caeusi.  Ten  per  cent  paid  up  in  cash,  as  required  by  the  laws 
of  the  District  of  Columbia  ? 

Mr.  Tuttle.  Yes. 

Mr.  Caeusi.  And  the  balance  paid  up  in  the  form  of  the  new  com- 
pany taking  over  from  the  firm  the  underwriting  contract  with  the 
Commercial  Fire  Insurance  Co.  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  On  which  a  valuation  of  $9,000  was  placed  for  the 
purpose  of  fully  paying  the  stock  ?     Is  that  correct  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  I  was  given  $750  worth  of  stock  for  legal  services? 
Is  that  correct? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Judge  Gould  was  given  $100  worth  of  stock  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Will  you  tell  the  committee  under  what  circumstances 
and  why? 

Mr.  Tuttle.  We  wanted  a  fifth  man  as  director,  in  case  of  any 
possible  deadlock  in  the  future,  and 

Mr.  Caeusi  (interposing).  Let  me  ask  you  who,  prior  to  giving 
Judge  Gould  $100  worth  of  stock,  were  the  officers  and  directors. 
First  of  all,  who  were  the  directors? 

Mr.  Tuttle.  Tuttle,  Wightman  &  Dudley,  and  Charles  F.  Carusi. 
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Mr.  Carusi.  And  then  Judge  Gould  was  given  $100  worth  of  stock 
and  became  a  fifth  director  ? 

Mr.  TuTTLE.  That  is  right. 

Mr.  Caeusi.  You  were  the  president  of  the  Tuttle,  Wightman  & 
Dudley  incorporation? 

Mr.  Tdttle.  Yes. 

Mr.  Cartjsi.  Mr.  Wightman  was  the  treasurer? 

Mr.  Tuttle.  No;  vice  president. 

Mr.  Carusi.  Yes;  vice  president.  And  Mr.  Dudley  was  the  sec- 
retary ? 

Mr.  Tuttle.  Secretary-treasurer. 

Mr.  Carusi.  Just  state  to  the  committee  why  you  gave  Judge 
Gould,  or  asked  him  to  accept,  $100  worth  of  stock  of  this  corpora- 
tion. 

Mr.  Tuttle.  He  had  to  have  the  stock  to  be  qualified. 

Mr.  Carusi.  Why  did  you  want  him  as  a  director?  fA  pause 
without  reply.]  I  think  you  answered,  because  you  wanted  a  fifth 
man. 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  Let  me  ask  you  this  question,  whether  or  not  there 
had  at  that  time  been  some  little  jealousy,  if  you  please,  among  the 
members  of  the  firm  of  Tuttle,  Wightman  &  Dudley,  and  for  that 
reason  it  was  desired  to  have  a  fifth  director  who  would  be  impartial 
in  case  of  any  internal  friction? 

Mr.  Tuttle.  I  do  not  know  as  you  would  call  it  jealousy.  There 
was  a  little  difference  of  opinion  for  a  while. 

Mr.  Cari:si.  At  the  time  this  $100  worth  of  stock  was  given  to 
Judge  Gould,  what  actual  value  did  it  have  ? 

Mr.  Tuttle.  I  do  not  know  that  any  actual  value  was  placed 
upon  it 

Mr.  Carusi  (interposing).  Let  me  ask  you  this:  You  examined  the 
records  of  Tuttle,  Wightman  &  Dudley,  did  you  not,  the  other  day, 
to  ascertain  the  date  upon  which  Judge  Gould's  $100  worth  of  stock 
was  given  him? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  And  you  found  it  was  November  22,  1911  ? 

Mr.  Tuttle.  Yes. 

Mr.  Johnson.  Is  that  the  same  date  when  the  concern  of  Tuttle, 
Wightman  &  Dudley  was  incorporated? 

Mr.  Carusi.  Yes,  the  same  date;  November  22,  1911. 

Mr.  Redfield.  Was  it  at  that  time  also  that  the  $750  par  value  of 
stock  was  given  to  jMr.  Carusi  for  his  services? 

Mr.  Tuttle.  I  think  so. 

Mr.  Carusi.  The  stock  at  that  time  had  no  actual  value,  had  it, 
beyond  the  thousand  dollars  that  had  been  paid  in? 

Mr.  Tuttle.  No. 

Mr.  Carusi.  And  the  only  asset  of  the  company  was  the  contract 
with  -the  Commercial  for  its  underwriting? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  Which  was  put  in  at  $9,000? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Berger.  How  much  was  that? 

Mr.  Carusi.  It  was  put  in  at  $9,000.  Of  course,  it  might  have  been 
considered  to  be  worth  much  more,  or  some  people  might  have  con- 
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sidered  it  was  worth  much  less,  but  that  is  a  permissible  practice 
under  our  and  nearly  all  other  incorporation  laws;  if  the  contract 
has  any  real  value  you  can  have  a  figure  put  upon  it. 

Davis  got  one  share,  didn't  he? 

Mr.  TuTTLE.  I  think  so. 

Mr.  Caeusi.  $10? 

Mr.  TuTTLE.  Yes. 

Mr.  Caeusi.  Then  as  I  understand  it,  I  had  7^  per  cent  of  the 
stock,  Judge  Gould  1  per  cent,  Mr.  Davis  one-tenth  of  1  per  cent, 
and  you  two  partners,  who  were  associates,  held  the  balance  of  the 
stock  equally  divided  between  you? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Tuttle,  at  the  time  the  underwriting  contract  in 
question  was  executed  between  the  Commercial  P'ire  Insurance  Co. 
and  your  firm  neither  I  nor  Judge  Gould  had  any  connection  with 
you  or  with  the  firm? 

Mr.  Tuttle.  No,  sir. 

Mr.  Caeusi.  Nor  with  the  Commercial  Fire  Insurance  Co.  ? 

Mr.  TuTTixE.  No,  sir. 

Mr.  Caeusi.  The  contract  was  in  force  before  our  connection  be- 
gan? 

Mr.  Tuttle.  Yes. 

Mr.  Caeusi.  I  have  a  certified  copy  of  the  stock  sales  contract  be- 
tween the  firm  of  Tuttle,  Wightman  &  Dudley  (Inc.)  and  the  Com- 
mercial Fire  Insurance  Co.  of  the  District  of  Columbia.  I  will  read 
it,  as  follows  [reading]  : 

This  agreement  made  this  27th  day  of  September,  1911,  by  and  between  the 
Commercial  Fire  Insurance  Co.  of  the  District  of  Columbia,  party  of  the  first 
part,  and  the  firm  of  Tuttle,  Wightman  &  Dudley,  parties  of  the  second  part, 
wltnesseth : 

Whereas  the  stockholders  of  the  first  party  have  at  a  meeting  held  August 
22,  1911,  authorized  and  directed  that  the  capital  stock  of  the  first  party  be 
increased  by  the  issue  and  sale  of  25,000  additional  shares  at  a  price  to  net 
first  party  not  less  than  $8  per  share  and  that  to  that  end  a  selling  contract 
should  be  entered  into  by  its  president  and  the  chairman  of  its  finance  com- 
mittee on  its  behalf  with  said  second  parties,  the  first  party  agreeing  to  pay 
second  parties  a  commission  of  not  to  exceed  7i  per  cent  of  the  gross  sales  and 
to  be  responsible  for  the  expenses  of  marketing  said  stock  not  to  exceed  a 
total  of  12J  per  cent  of  said  sales;  and 

Whereas  it  has  been  announced  to  be  the  desire  of  the  present  stockholders 
that  further  increases  of  the  capital  stock  should  be  from  time  to  time  author- 
ized until  the  capital  stock  of  said  first  party  shall  reach  $1,000,000,  and  the 
market  for  said  additional  stock  is  likely  to  be  found  among  the  stockholders, 
to  be  secured  through  the  efforts  of  the  second  parties  under  this  contract,  and 
because  an  agreement  with  the  subscribers  to  the  present  issue  of  stock  to  per- 
mit them  to  subscribe  to  additional  issues  at  the  same  figure  will  help  to  sell 
said  present  issue  of  stock  and  will  enable  first  party  to  market  subsequent 
issues  of  its  stock  at  an  expense  ratio  of  less  than  the  12i  per  cent  herein  pro- 
vided as  the  maximum  expense  for  the  sale  of  said  stock; 

Now,  therefore,  in  consideration  of  the  premises  and  of  the  mutual  agree- 
ments and  covenants  herein  contained,  the  party  of  the  first  part  agrees  to  per- 
mit and  the  second  parties  agree  to  assume  the  sole  and  exclusive  right  to 
market  and  sell  the  present  and  any  subsequent  issues  of  the  capital  stock  of 
first  party,  up  to  $1,000,000,  at  a  price  to  the  subscribers  therefor  of  $10  per 
share.  Said  sales  may  be  conducted  by  subagents  or  through  the  mails,  but  In 
the  former  case  first  party  is  to  be  under  no  responsibility  to  said  subagents,  and 
second  parties  agree  that  they  will  permit  no  misrepresentations  of  fact  to  be 
made  by  any  such  agents,  and,  if  any  such  are  made,  will  be  responsible  to  any 
person  or  persons  to  whom  the  same  may  have  been  made  for  the  return-  of 
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aubseriptions  so  procured ;  and  if  sales  are  made  by  the  use  of  the  mails  second 
parties  agree  that  all  literature,  booklets,  circular  letters,  follow-up  letters,  etc., 
Shall,  before  being  sent,  be  approved  by  the  general  counsel  of  the  first  party, 
Subscription  contracts  shall  be  made  in  the  name  of  the  first  party,  and  may 
provide  for  payment  in  full  or  for  payments  in  installments ;  in  all  cases,  how- 
ever, said  payments  are  to  be  directed  to  the  first  party  or  to  some  bank  or 
trust  company  by  it  designated  for  the  receipt  of  s;\id  subscriptions,  and  in  all 
cases  Interim  receipts  only  shall  be  issued  until  such  time  as  the  entire  amount 
of  any  subscription  has  beep  paid  for,  when  certificates  of  stock  are  hereby 
agreed  to  be  issued  to  the  parties  entitled. 

On  Saturday  of  each  week  during  the  operation  of  this  contract  second  jxirties 
shall  submit  to  first  jiarty  a  full  and  accurate  report  of  all  sales  made  during 
the  week,  and  will  check  up  with  the  first  party  nil  of  said  sales  or  of  prior 
sales  upon  which  cnsh  payments  in  whole  or  in  part  have  been  received  by  said 
first  party,  together  with  a  statement  of  expenses  incurred  under  this  contract 
during  said  week,  together  with  the  vouchers  therefor,  and  first  party  agrees 
to  pay,  on  the  Wednesday  following  each  of  said  Saturdnys,  to  second  parties, 
out  of  the  moneys  so  received  by  it  as  aforesaid,  the  following  sums  and  in  the 
following  manner,  to  wit :  Upou  all  subscription  contracts  which  are  paid  for 
in  full  or  upon  which  au  installment  of  at  least  one-fifth  of  the  amount  sub- 
scribed has  been  paid,  7*  per  cent  of  the  gross  amount  of  said  sales  and  to  reim- 
burse said  second  parties  for  expenses  incurred  for  which  proper  vouchers  are 
rendered,  not  to  exceed  12*  per  cent  of  said  sales ;  and  on  installment  sales  on 
which  only  one-tenth  of  the  amount  subscribed  has  been  paid,  7i  per  cent  com- 
mi.«siou  on  said  sales  and  reimbursement  for  expenses  not  to  exceed  2i  per 
cent,  the  balance  wbieh  may  be  due  for  disbursements  on  account  of  said 
sales  to  be  paid  in  full  out  of  the  second  installment  received  upon  said  10-pay- 
ment  contracts,  it  being  the  intent  and  purpose  of  this  agreement  that  on  all 
subscriptions  secured  by  the  jiarties  of  the  second  part  of  their  agents  which 
are  paid  for  in  full  or  upon  which  a  first  installment  of  at  least  20  per  cent  of  the 
amount  of  the  subscription  is  i)aid  by  the  subscriber  the  parties  of  the  second 
part  are  to  receive  their  full  commission  of  7i  per  cent  and  to  be  reimbursed  for 
the  expenses  incurred  in  making  such  sales  to  an  amount  equal  to  12i  per  cent  of 
the  total  amount  of  such  sales,  but  when  sales  are  made  on  the  basis  of  monthly 
payments  of  10  per  cent  then  the  parties  of  the  second  part  shall  receive  7J  per 
cent  commission  and  2J  per  cent  expense  allowance  when  the  first  installment  of 
10  per  cent  is  paid  by  the  subscriber  and  10  per  cent  expense  allowance  when  the 
second  installment  of  10  per  cent  is  paid  by  the  subscriber.  And  it  is  hereby  fur- 
ther understood  and  agx-eed  that  at  the  first  Saturday  settlement  occurring  15 
days  after  any  second  payment  on  any  5  or  10  payment  subscription  contract  is 
due  and  unpaid  one-half  of  the  amount  paid  by  the  first  party  to  second  parties 
for  commissions  and  reimbursements  as  herein  provided  shall  be  deducted  in 
said  settlement:  Provided,  however.  That  if  and  when  said  second  payment  on 
account  of  any  such  subscription  contract  is  received,  then  second  parties  shall 
be  again  entitled  to  credit  in  the  next  settlement  for  the  amounts  so  deducted, 
withheld,  or  returned. 

It  is  further  understood  and  agreed  that  only  the  actual  expenses  incident 
to  the  sale  of  said  stock,  and  not  to  exceed  in  any  case  more  than  124  per  cent 
of  said  sales,  shall  be  borne  by  said  first  party,  which  shall  profit  by  any  re- 
duction in  this  estimate  of  expenses,  but  the  second  parties  shall  be  the  judges 
qt  the  propriety  and  necessity  of  any  item  of  expense  incurred  and  up  to  the 
limit  above  mentioned,  proper  vouchers  showing  the  expense  to  have  been 
actually  incurred  shall  be  conclusive  upon  the  point. 

It  is  further  understood  and  agreed  that  parties  of  the  second  part  shall  use 
diligence  In  their  efforts  to  sell  all  of  said  stock  now  or  hereafter  authorized 
to  be  sold,  and  that  they  shall  sell  on  an  average,  during  the  continuance  of 
this  contract,  not  less  than  25,000  shares  of  Commercial  stock  per  annum,  and 
upon  default  in  so  doing  first  party  shall  have  the  option  to  terminate  this 
contract  upon  90  days'  notice,  in  writing,  to  parties  of  the  second  part.  The 
pa,rties  of  the  second  part  are  al§o  to  collect  all  moneys  due  on  account  of  sale 
of  said  stock  and  the  expense  of  so  doing  shall  constitute  a  part  of  said  12i 
per  cent  expense  allowance. 

In  witness  whereof  we  have  hereunto  placed  our  hands  and  seals  the  day  and 
year  hereinabove  written,  the  seal  of  the  first  party  hereto,  the  Commercial 
Fire  Insurance  Co.,  being  affixed  by  its  president  and  attested  by  its  secretary, 
and  this  contract  being  signed  in  its  behalf  by  its  president  and  the  chairman 
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«f  its  finance  committee  as  by  resolution  of  its  board  of  directors  provided,  the 
signature  of  said  copartnership,  Tuttle,  Wightman  &  Dudley,  being  made  by 
Frederick  g.  Dudley,  a  member  of  the  firm,  and  on  its  behalf. 
For  the  company : 

[i-  S.]  W.  S.  HoGE,  President. 

ROBT.  N.  Haepee, 

Chairman  Finance  Committee. 
Attest : 

Padl  F.  Gkove,  Secretary. 

Tuttle,  Wightman  &  Dudley,     [seal.] 
By  Fkederick  S.  Dudley. 

DisTEicT  op  Columbia,  ss: 

I,  Gertrude  Ellis,  a  notary  public  in  and  for  the  said  District  of  Columbia, 
do  hereby  certify  that  the  foregoing  and  annexed  agreement  is  a  true  copy  of 
the  original.  In  testimony  whereof  I  hereunto  affix  my  notarial  seal  on  this 
16th  day  of  January,  1913. 

LsEAi.]  Geetrude  Eli.ts, 

Notary  Public,  District  of  .ColumMa.    _ 

Mr.  Caeusi.  Now,  that  contract,  Mr.  Tuttle,  which  has  just  been 
put  in  evidence,  was  afterwards,  by  appropriate  action  of  the  board 
of  directors,  allowed  to  be  transferred  to  Tuttle,  Wightman  &  Dud- 
ley (Inc.)  ? 

Mr.  Tuttle.  Yes,  sir. 

'  Mr.  Caettsi.  You  have  a  bookkeeping  department  of  Tuttle, 
Wightman  &  Dudley  (Inc.)  ? 

Mr.  TtJTTLE.  Yes,  sir. 

Mr.  Caetjsi.  And  regular  books  of  accounts  are  kept? 

Mr.  Tuttle.  Yes. 

Mr.  Caeusi.  Those  books  of  account  have  been  open  to  Mr.  Wolfej 
and  to  Price,  Waterhouse  &  Co.,  and  to  the  insurance  department,  or 
anybody  else? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Among  those  named  who  wanted  to  inspect  them? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  How  much  profit,  from  first  to  last,  whether  by  Tut- 
tle, Wightman  &  Dudley  as  a  firm,  or  Tuttle,  Wightman  &  Dudley 
(Inc.)  has  even  been  made  out  of  that  stock-sales  contract  with  the 
Commercial  Fire  Insurance  Co.  ? 

Mr.  Tuttle.  Not  to  exceed  $6,000. 

Mr.  Caeusi.  Under  your  contract  you  had  a  right 

Mr.  Beegee  (interposing).  Excuse  me  one  moment,  right  at  this 
Jilnctiire ;  what  do  you  mean  by  "  net  profit "  ?  Do  you  mean  after 
the  salaries  had  been  paid  to  Mr.  Tuttle,  Mr.  Wightman,  Mr.  Dud- 
ley, and  Mr.  Carusi? 

"  Mr.  Tuttle.  No.    If  we  had  credited  ourselves  with  any  salaries  we 
would  not  have  made  anything  out  of  it. 

Mr.  Beegee.  I  see. 

Mr.  Caeusi.  I  understand  your  answer  to  mean  that  what  Tuttle, 
Wightman  &  Dudley  (Inc.)  paid  out  to  agents  and  in  expenses  of 
various  kinds,  not  including  any  salaries  to  Tuttle,  Wightman,  or 
Dudley,  or  Carusi,  used  up  the  12^  per  cent  expense  allowance  and 
all  of  the  7j  per  cent  allowance  to  you  for  commissions,  except  about 
$6,000? 

Mr.  Tuttle.  Yes,  sir. 
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Mr.  Caeusi.  Speaking  of  salaries  of  Tuttle,  "Wightman  &  Dudley 
(Inc.),  what  has  my  salary  been  as  attorney  for  the  company? 

Mr.  Tuttm:.  $25  a  month. 

Mr.  Caeusi.  The  fire  underwriting  of  the  Commercial  up  to  the 
present  time  has  been  conducted  at  a  loss,  has  it  not  ? 

Mr.  Tuttle.  At  a  loss  of  about  $2,500  to  Tuttle,  Wightman  & 
Dudley. 

Mr.  Caeusi.  Also  allowing  nothing  for  salaries  or  services  ? 

Mr.  Tuttle.  Allowing  nothing. 

Mr.  Caeusi.  Now,  coming  to  the  First  National  Fire,  do  you  re- 
member when  the  first  meeting  of  the  organization  committee  took 
place  ? 

Mr.  Tuttle.  No;  and  I  do  not  know  whether  I  have  any  memo- 
randum about  it. 

Mr.  Caeusi.  Was  it  not  in  January,  the  last  10  days  of  January, 
1912? 

Mr.  Tuttle.  I  do  not  know. 

Mr.  Caeusi.  Before  we  proceed  with  that,  I  just  want  to  ask  you 
one  question  I  had  about  forgotten :  Do  you  recall  that  when  the 
stock-sales  contract  came  up,  which  was  executed  by  Mr.  Hoge  and 
Mr.  Harper,  that  I  declined  to  participate  in  the  drawing  of  it,  on 
the  ground  that  I  represented  Tuttle,  Wightman  &  Dudley  (Inc.), 
and  that  I  thought  other  directors  who  had  no  interest  of  that  kind 
should  act  in  the  matter? 

Mr.  Tuttle.  That  is  correct. 

Mr.  Carusi.  You  recall  that  as  having  occurred  at  the  time,  do 
you? 

Mr.  Tuttle.  Yes ;  I  do  recall  it. 

Mr.  Caeusi.  And  that  Mr.  Harper  and  Mr.  Hoge  took  charge  of 
the  preparation  of  the  contract? 

Mr.  Tuttle.  They  did. 

Mr.  Caeusi.  Now,  do  you  recall  who  the  organization  committee 
of  the  First  National  were? 

Mr.  Tuttle.  Col.  Harper,  Justice  Atkinson,  Justice  Gould,  Charles 
F.  Carusi,  Eldridge  E.  Jordan,  William  H.  Ingersoll 

Mr.  Carusi  (interposing).  Now,  that  is  the  same  William  H. 
Ingersoll  who  was  one  of  your  directors  of  the  Protective  Holding 
Corporation  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Berger.  Mr.  Carusi,  one  question,  please,  if  you  will  pardon 
me. 

Mr.  Carusi.  Yes. 

Mr.  Berger.  But  you  were  counsel  for  Tuttle,  Wightman  &  Dud- 
ley? 

Mr.  Carusi.  Yes,  sir. 

Mr.  Berger.  Counsel  for  the  Commercial  Fire  Insurance  Co.? 

Mr.  Caeusi.  Yes,  sir. 

Mr.  Beegee.  And  counsel  for  the  First  National  Fire  Insurance 
Co.? 

Mr.  Caeusi.  Yes,  sir;  counsel  for  everybody  connected  with  it. 

Mr.  Beeger.  At  the  same  time? 

Mr.  Carusi.  Yes,  sir ;  at  the  same  time. 

Mr.  Redfizld.  And  also  for  the  District  National  Bank? 

Mr.  Caeusi.  Yes,  sir ;  I  regret  that  the  list  is  not  longer. 
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Mr.  Redfield.  Also  for  United  States  Trust  Co.  ? 

Mr.  Caeusi.  I  regret  to  state  I  am  not.  Messrs.  Ellis  &  Donaldson 
have  been  its  counsel  for  some  time. 

Mr.  Bekgee.  I  just  wanted  to  bring  that  out. 

Mr.  Caeusi.  We  were  going  through  with  the  list  of  the  organi- 
zation committee. 

Mr.  TuTTLE.  Yes,  sir;  I  may  have  skipped  some,  but  I  think  that 
is  all. 

Mr.  Caeusi.  Well,  if  you  have,  we  will  come  back  to  it.  That  was 
the  Mr.  Ingersoll  who  continued,  did  he  not,  as  a  member  of  the 
organization  committee  up  until  the  company  was  chartered? 

Mr.  TuTTLE.  Mr.  Ingersoll  ? 

Mr.  Caeusi.  Yes ;  or  did  he  continue  afterwards  ? 

Mr.  TuTTLE.  lie  continued  afterwards. 

Mr.  Caeusi.  Well,  he  finally  resigned.  Can  you  tell  the  committee 
why? 

Mr.  TuTTLE.  He  resigned  recently. 

Mr.  Caeusi.  Have  you  got  his  letter? 

Mr.  TuTTLE.  No ;  He  stated  that  he  found  it  impossible  to  attend 
any  of  the  meetings  of  the  board,  and  that  he  had  thought  that  he 
might  be  able  to  attend  but  had  found  that  he  probably  never  could, 
and  so  he  wanted  to  resign,  and  his  resignation  was  accepted. 

Mr.  Caeusi.  Well,  he  did  write  a  letter  about  it  and  that  letter  is 
at  the  office  somewhere,  is  it  not? 

Mr.  TuTTua.  Yes. 

Mr.  Caeusi.  Judge  Gould  became  a  member  of  the  organization 
committee  of  the  First  National? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  He  had  been  one  of  the  directors  of  the  Commercial  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  For  over  a  year  or  about  a  year  at  that  time,  had  he 
not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  And  you  have  stated  how  his  connection  with  the 
Commercial  Fire  Insurance  Co.  began? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Redieeld.  Is  that  true? 

Mr.  Caeusi.  Yes ;  but  perhaps  you  were  not  in  the  room,  Mr.  Red- 
field. 

Mr.  Redfield.  Well,  as  long  as  it  is  in  the  record,  all  right. 

Mr.  Caeusi.  Now,  Mr.  Jordan  was  asked  to  become  one  of  this 
organization  committee  by  whom  ? 

Mr.  TuTTLE.  By  me. 

Mr.  Caeusi.  Mr.  Harper  was  already  a  director  of  the  Commer- 
cial?. 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  As  were  Judge  Gould  and  myself? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Beeger.  Mr.  Carusi,  at  this  juncture,  will  you  permit  me  to 
ask  a  question? 

Mr.  Caeusi.  Certainly. 

Mr.  Beeger.  You  were  also  a  director  in  Tuttle,  Wightman  & 
Dudley  (Inc.)  ? 
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Mr.  Carusi.  Yes,  sir. 
_  Mr.  Bekgee.  a  director  in  the  First  National '. 

Mr.  Caeusi.  Yes,  sir. 

Mr.  Beegee.  a  director  in  the  Commercial  Fire  Insurance  Co.  ? 

Mr.  Cabtjsi.  Yes. 

Mr.  Bergee.  And  a  director  in  the  District  National  Bank? 

Mr.  Caetjsi.  Yes. 

Mr.  Berger.  Thank  you. 

Mr.  Cart.  While  on  that  subject  I  would  like  to  ask  \v;hat  con- 
nection the  Washington  Loan  &  Title  Co.  had  with  the  First  Na- 
tional and  Commercial? 

Mr.  Carusi.  The  Washington  Loan  &  Title  Co.,  so  far  as  I  know, 
originated  in  a  stenographic  error  on  the  part  of  the  reporters.  I 
have  never  heard  of  any  such  institution  in  mv  life. 

Mr.  Cary.  That  is  all. 

Mr.  Carusi.  There  is  a  Washington  Loan  &  Trust  Co.,  but  un- 
doubtedly the  use  of  the  other  name  was  due  to  a  similarity  in  sound 
between  "Tuttle.  Wightman  &  Dudley  (Inc.)"  and  "Washington 
Loan  &  Title  Co." 

Mr.  Douglas.  There  is  a  Washington  Title  Co.  here  and  a  Wash- 
ington Loan  &  Trust  Co.  here. 

Mr.  Berger.  So  the  entire  matter  rests  on  a  misprint,  does  it? 

Mr.  Caeusi.  Yes ;  a  stenographic  error.  As  long  as  it  had  gotten 
in  all  of  the  volumes  before  I  noticed  it  I  did  not  call  attention  to  it. 

Now,  Mr.  Tuttle,  so  far  as  you  are  advised.  Gen.  Wynne  became 
a  member  of  the  organization  committee  at  my  request? 

Mr.  Tuttle.  He  did. 

Mr.  Caeusi.  And  Judge  Atkinson  at  the  joint  suggestion  or  re- 
quest of  Col.  Harper  and  myself? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  He  was  a  very  intimate  friend  of  Col.  Harper,  I 
believe.  And,  now  as  to  Mr.  Shober,  can  you  tell  how  he  was 
selected  ? 

Mr.  Tuttle.  ]Mr.  Shober  came  into  my  office  one  day,  after  re- 
ceiving a  letter  from  a  friend  of  his,  a  banker  in  his  native  place, 
inquiring  about  his  Commercial  stock 

Mr.  Beegee  (interposing).  Where  was  his  native  place,  Mr. 
Tuttle? 

Mr.  Tuttle.  Huron,  S.  Dak.;  either  South  or  North  Dakota. 

Mr.  Caet.  South  Dakota. 

Mr.  Tuttle.  Yes ;  South  Dakota.  I  explained  to  Mr.  Shober  the 
condition  of  the  company,  and  the  progress  that  we  were  making, 
and  that  we  hoped  to  make,  and  becoming  acquainted  with  him  in 
that  vr&j ;  then  he  mentioned  to  me  that  he  was  the  president  of  an 
insurance  company  in  South  Dakota,  called  the  Globe  Insurance 
Co.,  and  suggested  that  perhaps  we  might  make  a  reinsurance  treaty 
between  the  two  coinpanies  at  some  time  in  the  future,  and  out  of 
that  acquaintance  grew  my  request  that  he  should  be  a  member  of 
the  organization  committee.  There  is  one  name  that  I  skipped  on 
that  organization  committee. 

Mr.  Caeusi.  I  was  made  the  chairman  of  that  organization  com- 
mittee at  its  first  meeting,  was  I  not? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  And  regular  meetings  were  held  every  week  to  check 
up  the  stock  sales  ? 
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Mr.  TuTTi^E.  Yes,  sir. 

Mr.  Caeusi.  And  tojpass  upon  any  other  matters  that  might  arise? 

Mr.  TuTTLE.  Yes,  sir.  ' 

Mr.  Cartjsi.  I  want  to  ask  you  this  question,  Whether,  to  your 
knowledge,  ^  sjngle  dollar  was  ever  paid  directly  or  indirectly  to  any 
of  the  gentlemen  that  you  have  mentioned  for  the  use  of  their 
names  ? 

Mr.  TuTTLE.  Not  a  dollar. 

Mr.  Cartjsi.  They  were  not  paid  at  all,  were  they,  until  after  the 
coipparjy  was  chartered,  any  salaries? 

Mr.  TuTTLB.  I  do  not  think  so. 

Mr.  Carusi.  Whai  salary  does  Gen.  Wynne — or,  rather,  when  did 
Gen.  Wynne^s  salary  of  $2,5,00  a  year  commence  ? 
•  Mr.  TuTTLE.  Esther  in  July  or  August  of  this  year^^either  in  July 
or  August  of  1912. 

JVIr.  Beeger.  Mr.  Carusi,  one  question.    Did  they  get  any  stock? 

Mr.  Cartjsi.  Well,  sir,  I  will  come  to  that. 

Mv-  BjERGE^.  You  will  come  to  that  later  ? 

Mr.  Cartjsi.  Yes,  sir.  Absolutely,  I  will  not  leave  a  loophole  big 
ejiojigh  for  a  fly  to  get  through. 

Mr.  BERGEp.  All  right. 

Mr.  TuTTLE.  I  testified  yesterday,  Mr.  Berger,  that  no  one  got 
any  bonys  stccjc  in  the  Protective  or  in  th,e  CQmmei:cial. 

Mr.  Bergee.  All  .right. 

Mr.  Cartjsi.  The  First  National  ran  along  under  its  organi,zation 
committee  from  the  latter  part  of  January  until  sometime  in  July, 
when  it  was  chartered ;  is  i^ot  that  so  ? 

Mr.  Ttjttl,e.  Yes,  sir. 

Mr.  Caeusi.  And  it  could  not  be  chartered  until  it  h^d  gotten  its 
full-paid  capitalization  of  $250,000? 

Mr.  Ttjttle.  That  is  right. 

Mr.  Caeusi.  And  as  soon  as  it  was  chartered  Gen.  Wynne  received 
for  the  first  time  a  salary  ? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Carusi.  And  that  salary  was  at  the  rate  of  $2,500  a  year  ? 

Mr.  TuTTiiE.  Yes,  sir. 

Mr.  Carusi.  Judge  Gould  became  vice  president  at  the  same  time  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Is  that  not  so  ?  They  were  elected  by  the  first  board 
of  directors? 

i^T.  TuTTLE.  -Yes,  sir. 

'Mr.  Caeusi.  Who,  imder  our  law,  are  the  parties  who  are  named 
in  the  certificate  of  incorporation  for  the  first  year  ? 

jMr.  TuTTLE.  Yes,  sir. 

■Mr.  Caeus-i.  And  his  salary  of  ^T-SO  a  year  commenced ;  is  not 
that  so'? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  my  salary  of  $2,500  a  year,  as  general  counsel 
commenced  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  Now,  with  respect  to  indirect  com,pensationj  do  yoii 
know  whether  or  not  Gen.  Wynne  has  a  thousand  dollars  worth  of 
stock  in  the  First  National  Fire  Insurance  Co.? 

Mr.  TuTTLE.  He  has. 
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Mr.  Caeusi.  Do  you  know  what  he  paid  for  it? 

Mr.  Ttjttle.  He  paid  a  thousand  dmlars  for  it. 

Mr.  Dotjgl.\s.  The  same  as  other  people  paid? 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  The  same  thing  is  true  in  tlie  case  of  Judge  Gould? 

Mr.  TuTTLE.  The  same  thing;  yes. 

Mr.  CAErsi.  The  same  thing  is  true  in  the  case  of  myself? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  EEoriELD.  A  thousand  dollars  par  value? 

Mr.  Ttjttle.  No;  a  thousand  dollars  investment.  Five  hundred 
dollars  par  value,  for  which  he  paid  a  thousand^doUars  in  cash  or  by 
check. 

Mr.  Eedfield.  That  is  to  say,  eacla  of  the  three  gentlemen  named: 
Gen.  Wynne,  Judge  Gould,  and  Mr.  Carusi  subscribed  at  200  for  five 
shares  of  stock  ? 

Mr.  Carusi.  No ;  excuse  me.    The  stock  is  of  a  par  value  of  $5. 

Mr.  Eedfield.  IMake  my  question  read  this  way:  Subscribed  at 
200  for  $5  par  value  of  stock,  and  paid  a  thousand  dollars  for  it? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Carusi.  We  paid  a  thousand  dollars  for  100  shares  of  the 
capital  stock  of  the  First  National  Fire  Insurance  Co.  of  the  par 
value  of  $5  each. 

Mr.  TuTTLE.  Yes,  sir ;  that  is  the  same  as  everybody  paid. 

Mr.  Carusi.  In  other  words,  exactly  what  everybody  else  paid  who- 
ever bought  a  share  of  stock? 

Jlr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  that  is  true  of  the  other  gentlemen  on  the  board, 
is  it  not,  who  purchased  as  much  as  $1,000  worth  and  those  who  pur- 
chased less  ?  I  think  there  are  one  or  two  of  the  directors  who  have 
not  bought  as  much  as  $1,000  worth,  but  they  paid  the  same  price, 
did  they  not  ? 

Mr.  TuTTLE.  I  think  there  is  only  one. 

Mr.  Carusi.  The  point  is,  that  they  paid  the  same  price,  did  they 
not? 

Mr.  TuTTLE.  Yes ;  and  Mr.  Wightman,  Mr.  Dudley,  and  I  each  own 
$3,000  worth  of  stock  for  which  we  paid  in  cash  the  same  price. 

Mr.  Carusi.  Some  of  the  others  brought  only  25  shares,  and  paid 
$250,  did  they  not? 

Mr.  TuTTLE.  I  think  there  is  only  one. 

Mr.  Carusi.  Well,  the  point  is,  everybody  connected  with  the 
company,  who  owns  any  of  the  stock,  bought  and  paid  for  it  at 
double  par? 

Mr.  TuTTLE.  Yes ;  that  is  correct. 

Mr.  Eedfield.  So  that  when  you  say  you  and  Mr.  Tuttle  and  Mr. 
Wightman  had  $3,000  worth,  you  mean  $1,500  par  each,  taken  at 
double  par? 

Mr.  TuTTLE.  Yes ;  a  $3,000  investment  each. 

Mr.  Berger.  You  mean  800  shares? 

Mr.  Ttjttle.  Yes. 

Mr.  Berger.  Three  hundred  shares? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  The  point  is,  you  paid  the  same  price  as  everybody 
else? 

Mr.  Ttjttle.  Yes. 
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Mr.  Caeusi.  I  now  offer  in  evidence  at  this  point,  a  contract,  and 
will  ask  Mr.  Douglas  to  read  it,  if  he  will,  as  I  have  a  cold. 

Mr.  Douglas.  Mr.  Chairman,  Mr.  Carusi  has  asked  me  to  read 
this  contract  for  him.  This  is  the  stock  sales  contract  for  the  First 
National.    Shall  I  read  it  now,  Mr.  Chairman  ? 

Mr.  Peouty.  Is  this  a  duplicate  of  the  other  one  ? 

Mr.  TuTTLE.  No. 

Mr.  Douglas.  No,  sir. 

Mr.  EEDriELD.  Suppose  you  let  Mr.  Douglas  state  in  what  respect 
it  differs. 

Mr.  Douglas.  Well,  as  a  matter  of  fact,  I  am  not  sufficiently 
familiar  with  it. 

Mr.  Johnson.  Well,  you  can  perhaps  save  time  by  reading  it. 

Mr.  Douglas.  Yes  [reading]  : 

This  agreement  made  this  5th  day  of  January,  1912,  by  and  between  George 
W.  Atkinson,  Charles  F.  Carusi,  Ashley  M.  Gould,  Robert  N.  Harper,  William 
H.  Ingersoll,  Eldridge  E.  Jordan,  and  Robert  J.  Wynne,  organization  committee 
of  the  First  National  Fire  Insurance  Co.  of  the  United  States,  hereafter  to  be 
organized  under  the  laws  of  the  District  of  Columbia,  parties  of  the  first  part, 
and  Tuttle,  Wightman  &  Dudley  (Inc.),  a  corporation  existing  under  the  laws 
of  the  District  of  Columbia,  party  of  the  second  part,  vvitnesseth : 

Whereas  the  parties  of  the  first  part  are  desirous  of  organizing  a  fire  insur- 
ance company  under  the  name  of  the  First  National  Fire  Insurance  Co.  of  the 
United  States,  with  a  cash  capital  of  $1,000,000  and  a  surplus  of  like  amount, 
less  only  the  expenses  of  organization,  said  company  to  engage  in  the  business 
of  writing  fire  insurance  in  the  various  States  and  Territories  of  the  United 
States. 

Whereas  the  said  company  can  not  be  actually  incorporated  or  chartered 
under  the  laws  of  the  District  of  Columbia  until  it  has  a  cash  capital  of  at 
least  $100,000,  when  and  at  which  time  it  is  the  desire  of  the  parties  of  the  first 
part  that  the  said  company  should  be  duly  incorporated  and  then  commence  the 
business  of  writing  fire  insurance  in  the  States  and  Territories  to  which  it  may 
he  admitted  with  said  capital,  said  business  to  be  carried  on  pending  and  dur- 
ing the  further  increase  in  the  capital  of  said  company  to  $1,000,000  rs  afore- 
said; and 

Whereas  to  carry  out  the  purposes  aforesaid  it  is  necessary  that  the  stock 
of  said  company  should  be  placed  upon  the  market,  and  It  is  deemed  advisable 
that  it  should  be  sold  at  double  par,  the  par  value  of  each  share  to  be  $5.  and 
the  stock  to  be  sold  at  not  less  than  $10,  and  It  being  further  desired  that  said 
stock  should  be  distributed  as  widely  as  possible  throughout  the  United  States 
the  be.tter  to  secure  desirable  risks  for  the  company  after  its  Incorporation  and 
as  widely  extended  a  business  as  possible,  it  being  considered  that  the  sale  of 
the  said  stock  can  only  be  successfully  accomplished  through  an  experienced  and 
competent  underwriting  agency  such  as  that  operated  by  the  party  of  the  second 
part. 

Now  therefore,  this  agreement  made  by  the  parties  of  the  first  part  on  their 
own  behalf  and  on  behalf  of  the  said  The  First  National  Fire  Insurance  Co.  of 
the  United  States,  which  shall  have  the  right  to  adopt  this  contract  by  resolu- 
tion of  its  board  of  directors  immediately  upon  its  organization,  witnesseth : 

In  consideration  of  the  premises  and  of  the  mutual  agreeinents  and  convenants 
herein  contained,  the  parties  of  the  first  part  for  themselves  and  for  The  First 
National  Fire  Insurance  Co.  of  the  United  States  when,  and  as  soon  as  the  same 
shall  have  been  chartered,  hereby  agree  to  permit  and  the  second  party  agrees 
to  assume  the  sole  and  exclusive  right  to  market  and  sell  any  and  all  issues  of 
the  capital  stock  of  the  said  The  First  National  Fire  Insurance  Co.  of  the  United 
States  up  to  $1,000,000,  at  a  price  to  the  subscribers  therefor  of  $10  per  share. 
Said  sales  may  be  conducted  by  subagents  or  through  the  mails,  but  in  the  for- 
mer case  the  parties  of  the  first  part  are  to  be  under  no  responsibility  to  sub- 
agents,  and  the  second  party  agrees  that  it  will  permit  no  misrepresentations  of 
fact  to  be  made  by  any  such  agents,  and  if  any  such  are  made,  agrees  to  be  re- 
sponsible to  any  person  or  persons  to  whom  the  same  may  have  been  made  for 
the  return  of  subscriptions  so  procured,  andi  If  sales  are  made  by  the  use  of  the 
mails  the  second  party  agrees  that  all  literature,  booklets,  circular  letters,  fol- 


1550  INVESTIGATION   OF   INSUEANCE   COMPANIES. 

low-up  letters,  etc.,  shall,  before  being  sent,  be  approved  by  the  parties  of  the 
first  part  through  a  committee  or  their  general  counsel,  as  they  may  hereafter 
decide.  Subscription  contracts  shall  be  made  in  the  name  of  thfe  fii'st  parties, 
and  may  provide  for  payment  in  full  or  for  payments  in  installments;  in  all 
cases,  however,  said  payments  are  to  be  directed  to  the  first  jjarties  or  to  .some 
bank  or  trust  company  by  them  designated  for  the  receipt  of  said  subscriptions, 
and  in  all  cases  interim  receipts  only  shall  be  Issued  until  such  time  as  fee 
entire  amount  of  any  subscription  has  been  paid  for,  when,  provided  the  odm- 
pany  is  then  chartered,  certificates  of  stock  are  hereby  agreed  to  be  issued  to 
the  parties  entitled. 

On  Saturday  of  each  week  during  the  operation  of  tliis  contract  the  secoiul 
party  shall  submit  to  the  first  parties  or  some  regularly  appointed  committee 
thereof  a  full  and  nccurate  report  of  all  Siiles  made  during  the  week,  and  will 
check  up  with  the  first  parties  all  of  said  sales  or  of  prior  sales  upon  \Vhich 
cash  payments,  in  whole  or  in  part,  have  been  received  by  said  first  parties, 
together  with  a  stntement  of  expenses  incurred  under  this  contract  during  said 
week,  together  with  the  vouchers  therefor,  and  first  parties  agree  to  pay,  on 
the  Wednesday  following  each  of  said  Saturdays,  to  the  second  party,  out  of 
the  moneys  so  received  by  them  as  aforesaid,  the  following  sums  and  in  the 
following  manner,  to  wit :  Upon  all  subscription  contracts  which  are  paid  for 
In  full,  or  upon  which  .in  iustallnieut  of  at  least  one-fifth  of  the  amount  sub^- 
scribed  has  been  paid,  TJ  per  cent  of  the  gross  amount  of  said  sales,  and  to 
reimburse  said  second  party  for  the  expenses  incurred  for  which  proper  vouch- 
ers are  rendered  not  to  exceed  12i  per  cent  of  said  sales;  and  on  iustallmeni, 
sales  on  which  only  one-tenth  of  the  amount  subscribed  has  been  paid,  7^  per 
cent  commission  on  said  sales  and  reimbursement  for  expenses  not  to  exceed 
2J  per  cent,  the  balance  which  may  be  due  for  disbursements  on  account  of 
said  sales  to  be  paid  in  full  out  of  the  second  installment  received  upon  snid 
10-payment  contracts,  it  being  the  intent  and  purpose  of  this  agreement  that 
on  all  subscriptions  secured  by  the  party  of  the  second  iiart  or  their  agents 
which  are  paid  for  in  full,  or  upon  which  a  first  installnieut  of  at  le^st  20  per 
cent  of  the  amount  subscribed  is  paid  by  the  subscriber,  the  party  of  the  second 
part  is  to  receive  its  full  commission  of  71  per  cent  and  to  be  reimbursed  for 
the  expenses  incurred  in  making  such  sales  to  an  amount  equal  to  12^  per  cent 
of  the  total  amount  of  such  sales;  but  when  sales  ai'e  made  on  the  basis  of 
monthly  payments  of  10  per  cent,  then  the  party  of  the  second  part  shall  re- 
ceive 7^  per  cent  connnisslon  and  2i  per  cent  expense  allowance  when  the  first 
installment  of  10  per  cent  is  paid  by  the  subscriber,  and  10  per  cent  expense 
allowance  when  the  second  installment  of  10  per  cent  is  paid  by  the  subscriber. 
And  it  is  hereby  further  understood  and  agreed  that  at  the  first  Saturday  set- 
tlement occurring  15  days  after  any  second  payment  on  any  5  or  10  payment 
subscription  contract  is  due  and  unpaid,  one-half  of  the  amount  paid  by  the 
first  parties  to  the  second  party  for  commissions  and  reimbursements  as  herein 
provided  shall  be  deducted  in  said  settlement;  provided,  however,  that  if  and 
when  said  second  payment  on  account  of  any  subscription  contract  is  received, 
then  the  second  party  shall  be  again  entitled  to  credit  in  the  next  settlement 
for  the  amount  so  deducted,  withheld,  or  returned. 

It  is  further  understood  and  agreed  that  only  the  actual  expenses  incident 
to  the  sale  of  said  stock,  and  not  to  exceed  in  any  case  more  than  12J  jier 
cent  of  said  sales,  shall  be  borne  liy  the  said  first  parties,  which  shall  profit 
by  any  reduction  in  this  estimate  of  expenses,  but  the  second  party  shall  be 
the  .iudge  of  the  propriety  and  necessity  of  any  item  of  expense  incurred  and 
up  to  the  limit  above  mentioned;  proper  vouchers  showing  the  expense  to  be 
actually  incurred  shall  be  conclusive  upon  the  poirit.  The  party  of  the  Second 
part  is'also  to  collect  all  moneys  due  on  account  of  sale  of  said  stock,  and  the 
expense  of  so  doing  shall  constitute  a  part  of  said  12'i  per  cent  expfense 
allowance. 

It  is  further  understood  and  agreed  that  in  the  event  of  the  failure  of  the 
party  of  the  second  part  to  sell  at  least  $100,000  of  the  proposed  cajpltal  Of 
the  First  Xational  Fire  Insurance  Co.  of  the  United  States,  so  .as  to  periillt 
its  incorporation  within  one  year  from  the  date  of  this  contract,  that  the 
party  of  the  second  part,  which  has  a  contract  with  the  Commercial  Fire 
Insurance  Co.  of  the  District  of  C:olumbia  for  the  sale  of  its  stbck  up  to 
.$1,000,000  at  a  price  which  sliall  net  the  said  Comuiereial  Fire  Insurance  Co. 
$8  per  share,  will  agree  and  does  hereby  agree,  without  .iriy  additional  allowance 
for  conimissions  or  expenses,  to  cause  to  be  issued  to  those  who  have  sub- 
scribed  to  the  stock  of  the  First  Xational  Fire  Insurance  of  the  United  States 
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and.  out  of  whose  subscriptions  20  per  cent  lias  been  paid  for  commissions  and 
expenses,  full-paid  stocls  in  the  said  COmniereial  Fire  Insurance  Co.  for  tbe 
SO  per  cent  of  said  subscriptions  remaining  in  the  h&nds  of  the  parties  of  the 
first  part. 

It  is  further  understood  and  agreed  that  any  addition  to  the  parties  of  the 
first  part  as  an  organization  committee  or  any  substitution  of  the  member- 
ship thereof  shall  not  have  the  efCect  of  ihvalidatlng  this  contract,  provided 
such  added  or  substituted  member  shall  signify  his  approval  of  the  same  by 
Ms  signature  hfereto;  and -it  is  further  understood  and  agreed  that  said  organiza- 
tion committee  may  act  In  all  matters  relating  to  this  contract  by  a  subcom- 
mittee, or  other  appropriate  agency,  that  it  may  by  a  majority  of  said  organiza- 
lion  committee  appoint. 

In  vyitness  whereof  we  have  hereunto  placed  our  hands  and  seals  the  day  and 
year  above  written,  this  contract  being  executed  on  behalf  of  the  parties  of  the 
first  part  by  Charles  F.  Carusi,  Robert  N.  Harper,  and  George  W.  Atkinson,  as 
executive  committee  of  the  organization  committee,  parties  of  the  first  part,  and 
on  behalf  of  the  party  of  the  second  part  by  its  president  and"  its  secretary- 
treasurer  under  the  seal  of  said  corporation. 

Chakles  F.  Carusi, 
BoBT.  N.  Harper; 
George  W.  Atkinson, 

Executive  Oommittee. 

TUTTLE,    WiGHTMAN    &    DUDLEY     (INC.), 

By  Robert  R.  Tuttle,  President. 

By  Frederick  S.  Duduey,  Secretary-Treasurer. 

Whereas,  by  resolution  of  its  board  of  directors  at  a  meeting  held  July  12, 
1912,  the  foregoing  contract  was  adopted  by  the  First  National  Fire  Insurance 
Co.  of  the  United  States,  and  its  officers  were  directed  to  enter  into  a  formal 
contract  with  Tuttle,  Wightman  &  Dudley  (Inc.). 

Now,  therefore,  it  is  mutually  understood  and  agreed  by  the  parties  thereto  as  Is 
by  the  terms  of  said  contract  provided  and  upon  the  mutual  considerations 
therein  expressed. 

In  witness  whereof  the  First  National  Fire  Insurance  Co.  of  the  United 
States  and  Tuttle.  Wightman  &  Dudley  (Inc.)  have  each  caused  these  presents 
to  be  signed  by  their  presidents  and  attested  by  their  secretaries  under  the  seals 
of  the  said  corporations.   . 

rsBAL.]  First  National  Fire  Insurance  Co.  of  the  Ignited  States, 

RoiJERT  J.  Wynne,  rrrsiient. 

Attest : 

W.  J.  Davis,  Assistant  Secretary. 

[seal.]  TuttiIe,  Wightman  &  Dudley   (Inc.). 

By  Robert  R.  Tuttle.  President. 
Attest : 

F.  S.  Dudley,  Secretary. 

Mr.  Carusi.  Mr.  Tuttle,  in  questioning  you  about  the  Tuttle, 
Wightman  &  Dudley  incorporated  company,  I  omitted  to  ask  you 
whether  or  not  you,  as  president,  and  Mr.  Wightman,  as  vice  presi- 
dent, and  Mr.  Dudley,  as  secretary  and  treasurer,  do  not  draw  out 
of  the  company— Tuttle,  Wightman  &  Dudley  (Inc.)— $23,850  a 
year  in  salaries ;  that  is,  $150  a  week  apiece  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  So  that  amount  of  money  must  first  be  made  before 
the  stock  would  be  of  value  to  anybody  but  yourselves? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Right  on  that  point,  what  do  you  get  in  the  way 
of  salary  from  either  the  Commercial  or  First  National  Fire  Insur- 
ance Co.? 

Mr.  Tuttle.  I  get  $1,000  a  year  as  sailary  from  the  Commercial  and 
nothing  from  the  First  Nationa?!. 
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Mr.  Carusi.  What  does  either  Mr.  Wightman  or  Mr.  Dudley  get  in 
salary  from  either  the  Commercial  or  the  First  National? 

Mr.  TuTTLE.  Nothing. 

Mr.  Carusi.  How  was  the  salary  of  $1,000  to  the  president  of  the 
Commercial  fixed? 

Mr.  TtJTTLE.  That  was  the  salary  that  Mr.  Hoge  had  been  receiv- 
ing, and  they  continued  it  right  along  with  me. 

Mr.  Carusi.  Again  on  that  point,  is  it  possible  for  you  even  in 
your  OMii  mind,  to  make  any  real  division  between  the  work  that  you 
do  in  connection  with  the  underwriting  of  the  Commercial  Fire  In- 
surance Co.,  and  \\'ork  that  you  are  doing  for  Tuttle,  Wightman  & 
Dudley  (Inc.),  as  the  general  agents,  or  work  that  you  are  doing  for 
the  companj',  itself? 

j\Ir.  Tuttle.  Why,  no.  The  upbuilding  of  the  company  is  to  thb 
ultimate  profit  of  Tuttle,  Wightman  &  Dudley. 

yir.  Carusi.  I  am  speaking  now  of  the  time.  You  put  in,  it  was 
testified  here,  from  about  8  in  the  morning  to  somewhere  around  9 
or  10  o'clock  at  night? 

Mr.  TuTTLK.  That  was  because  the  man  who  testified  to  that  does 
not  get  down  there  until  8  o'clock.    He  will  find  me  there  earlier. 

Mr.  Carusi.  Well,  what  time  do  you  get  there?  Do  you  average 
any  earlier  than  S  o'clock? 

INIr.  Tittle.  Oh,  I  get  down  about  7.30  every  morning. 

Mr.  Cari  si.  And  you  are  busy  there  all  day  with  the  details  of  the 
underwriting  company? 

yiv.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  And  the  work  that  you  do  is  work  that  the  company 
is  interested  in,  and  that  Tuttle,  Wightman  t<c  Dudley  are  interested 
in  on  the  commission  end? 

Mr.  TuttIjE.  Yes,  sir. 

^Nlr.  Carusi.  I  think  you  have  already  testified  that  you  lost  money 
on  the  underwriting;  that  Tuttle,  Wightman  &  Dudley  (Inc.),  lost 
money  on  the  underwriting? 

!Mr.  Tuttle.  Yes,  sir. 

]Mr.  Carusi.  You  are  not  doing  a  large  enough  volume  of  business 
for  the  Commercial  yet  to  make  a  profit? 

^Ir.  Tttttle.  That  is  right. 

Mr.  Carusi.  You  made  about  $6,000,  eliminating  all  salaries  to 
yourselves  and  other  expenses,  out  of  the  stock  sales  of  the  Com- 
mercial Fire? 

^Ir.  Tutti.e.  Yes,  sir. 

Mr.  Carusi.  And  that  covers  the  entire  period,  does  it;  not  just 
one  year,  but  the  entire  period  that  you  have  been  operating  under 
that  contract? 

;Mr.  Tuttle.  Yes,  sir. 

^Ir.  Carust.  And  it  cost,  then,  the  full  20  per  cent? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  There  was  no  expense  to  be  saved,  as  is  provided  for 
in  that  contrnot,  to  be  returned  to  the  stockholders  by  being  put  into 
the  surplus? 

Mr.  Tuttle.  I  believe  not. 

Mr.  Carusi.  Well,  there  could  not  have  been,  could  there,  because 
you  exceeded  your  expense  allowance 

Mr.  Tuim.E  (interposing).  Xn. 
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Mr.  Carttsi  (continuing).  Of  12^  per  cent  by  using  all  of  your 
7^  per  cent,  except  about  $6,000,  during  the  entire  period  from  the 
early  spring  of  1911  ? 

Mr.  TtTTTLE.  Yes,  sir. 

Mr.  Caeusi.  Now,  in  the  case  of  the  First  National,  you  had  the 
same  7^  per  cent  commission  that  you  would  have  had  in  the  case  of 
the  Commercial? 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  And  the  same  expense  allowance  of  12^  per  cent? 

Mr.  TuTTLB.  Yes. 

Mr.  Carttsi.  And  the  same  agreement  that  if  the  expenses  did  not 
amount  to  12^  per  cent  you  would  return  the  difference  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Into  the  company? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  It  has  been  testified  here  by  Mr.  Wolfe,  the  expert  ac- 
countant, that  about  14  per  cent,  all  told,  commissions  and  expenses, 
is  charged  against  the  First  National  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Leaving  a  saving  of  6  per  cent,  which  went  back  into 
the  treasury  of  the  company. 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  How  do  you  account  for  the  difference?  Let  me  ask 
you  this  preliminary  question,  so  as  to  get  it  in  order :  You  have  sold 
$1,780,000  of  the  stock  of  the  First  National? 

Mr.  TuTTLB.  Yes,  sir. 

Mr.  Carusi.  At  an  expense  of  14  per  cent  ? 

Mr.  TuTTUE.  Yes,  sir. 

Mr.  Carusi.  And  that  stock  was  sold  at  a  total  expense  of  14  per 
cent? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  the  Commercial  stock  cost  20  per  cent  to  sell  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  To  what  do  you  attribute  the  difference  in  those  two 
results  ? 

Mr.  TuTTLE.  The  plans  are  entirely  dissimilar.  The  Commercial 
stock  was  sold  by  salesmen,  and  that  is  slow  work  and  expensive 
work.  The  First  National  stock  was  sold  by  mail,  which  proved  to 
be  very  much  more  economical  than  the  salesmen. 

Mr.  Carusi.  The  mode  of-  selling  by  stock  salesmen  has  the  dis- 
advantages mentioned,  but  has  it  not  the  advantage  that  it  is  at  least 
a  reasonably  certain  mode  of  disposing  of  the  stock  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Carusi.  Do  you  know  of  any  previous  successful  attempt  to 
sell  a  large  amount  of  stock  of  a  new  fire-insurance  company  through 
the  mails  ? 

Mr.  TuTTLE.  There  never  was.  , 

Mr.  Carusi.  Is  it  not  a  fact  that  the  initial  expense — the  initial 
outlay — in  an  effort  of  that  kind  is  very  great  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  one  which  may  or  may  not  be  reimbursed,  de- 
pending upon  whether  the  effort  is  successful  or  not  ? 

Mr.  TuTTLE,  Yes,  sir. 
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Mr.  Cartjsi.  That  original  outlay  is  for  printing,  is  not  not,  on  a 
large  scale,  and 

Mr.  TtJTTLE  (interposing).  Postage. 

Mr.  Carusi.  And  a  very  heavy  outlay  for  postage? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Caeusi.  And  also  for  clerk  hire,  is  it  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  In  the  work  of  getting  out  the  letters  that  go  out  ? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Cartjsi.  Now,  have  you  gotten  from  your  bookkeeping  depart- 
ment how  much  Tuttle.  Wightman  &  Dudley  (liac.)  have  received  as 
commissions  on  the  sale  of  First  National  stock  up  to  date? 

Mr.  Tuttle.  $113,000. 

Mr.  Carusi.  $113,000? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Cart  SI.  That  is  what  has  been  taken  in  by  Tiittle,  Wightman 
&  Dudley  (Inc.)  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  And  against  that  is  charged  what  you  have  lost  in 
other  branches  of  your  business? 

Mr.  Tuttle.  No;  that  is  the  gross  amount. 

Mr.  Carusi.  I  know  that  is  the  gross  amount,  but  that  does  not 
represent  the  net  profits  of  Tuttle,  Wightman  &  Dudley? 

Mr.  Tuttle.  No. 

Mr.  Carusi.  On  all  of  its  operations? 

Mr.  Tuttle.  No. 

Mr.  Carusi.  Now.  you  derived  some  personal  profits,  yourself, 
from  this  money,  did  you  not? 

Mr.  Tuttle.  I  received  my  proportionate  share  of  it. 

Mr.  Carisi.  Practically  a  third  of  it? 

^Ir.  Tuttle.  Yes. 

IMr.  Carisi.  Or  almost  your  third  of  it? 

INlr.  Tuttle.  Yes. 

Mr.  Carusi.  Or  >'our  third  of  what  was  left  after  the  other  ex- 
penses of  Tuttle,  Wightman  &  Dudlev  and  the  money  lost  were  taken 
out? 

j\Ir.  Tuttle.  Yes. 

]\Ir.  Carusi.  You  have  testified,  ilr.  Tuttle,  that  you  started  in 
1909  to  try  to  build  up  a  fire  insurance  company,  of  which  you  were 
going  to  be  the  underwriter  ? 

Mr.  Tuttle.  Yes,  sir. 

]\lr.  Carusi.  That  you  got  a  lot  of  vour  friends  in  it  ? 

Mr.  Tlttle.  What? 

Mr.  Carusi.  And  that  you  got  a  lot  of  your  friends  in  it.  and  got 
ihem  to  put  their  money  in  it  ? 

ilr.  Tuttle.  Yes,  sir. 

^Ir.  Carusi. 'Ycu  also  testified  that  you  made,  I  think,  $400,  you 
said,  or  was  it  $600? 

Mr.  Tuttle.  Not  to  exceed  a  hundred. 

JNIr.  Carusi.  And  practically  lost  a  general  agency  which  had  been 
worth  from  twelve  to  eighteen,  thousand  dollars  a  year  to  you? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  Now,  the  only  money  that  you  have  made  in  your  suc- 
cessive efforts  to  build  up  a  big  fire  insurance  plant,  of  which  you 
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-w'ould  be  the  underwriter,  are  the  profits  that  you  derive  from  the 
sale  of  the  stock  of  the  First  National  Fire  Insurance  Co.,  is  riot, 
that  so  ? 

Mr.  TuTTLE.  Practically  so. 

Mr.  CAEtJSi.  And  your  efforts,  -frhich  culminated  in  the  organisa- 
tion of  the  First  National  Fire  Insurance  Co.,  with  $l,76o;000  sub- 
scribed capital,  covered  a.  petiod  of  practically  four  yea'rs  ? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Catrtjsi.  It  will  be  four  years  this  suiriirier  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caktjsi.  In  the  csise  of  the  Commercial,  you  began  to  cut  the 
rates  here  in  Wa^hin^dri,  did  you  riot  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  you  have  been  a  rate  cutter,  all  your  life,  have 
yon  not? 

Mr.  TuTTLE.  Yes. 

Mr.  Caetjsi.  You  can  only  cut  rates,  or,  generally,  can  only  cut 
rates  when  you  are  not  in  some  association  of  companies  which  agree 
not  to  cut  rates ;  is  not  that  so  ? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Caeusi.  Or,  in  other  words,  you  have  to  have  a  nonboard 
company  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  you  immediately  placed  the  Commercial  in  the 
category  of-nonboard  companies,  when  you  started  out  to  cut  the 
rates  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Beegbr.  As  I  understood  at  previous  hearings,  all  or  most  all 
of  tbe  companies  are  board  companies  or  nonboard  companies.  That 
is  merely  a  local  affair.  In  soine  cities  they  have  boards,  and  in  some 
cities  they  have  none? 

Mr.  TuTTLE.  They  have  boards  all  over  the  United  States,  with 
very  few  exceptions.  The  territory  is  extremely  limited  where  they 
do  not  have  boards. 

Mr.  Beegee.  Is  what? 

Mr.  TtTTTLE.  Extremely  limited  where  they  do  not  have  boards. 

Mr.  Caetjsi.  Mr.  Tuttle,  when  you  do  start  to  cut  rates,  what  class 
of  business  do  you  cut  rates  on  ? 

Mr.  Tuttle.  We  cut  the  rates  on  dwellings,  household  furniture, 
and  small  mercantile  buildings,  for  the  reason  that  the  rates  on  those 
classes — those  classes  are  what  are  called  preferred  classes.  There 
really  ought  net  to  be  any  preferred  classes  in  the  insurance  business ; 
the  rates  ought  to  be  just  adequate  for  every  class,  but  the  board' 
companies  have  loaded  the  rates  on  dwellings  and  household  furni- 
ture and  small  mercantile  risks,  and  a  company  may  safely  cut  the 
rates  on  those  classes,  where  they  could  not  safely  cut  the  rates  on  a 
factory  or  other  special  hazards,  or  a  stock  of  millinery  goods,  or 
what  we  call  total-loss  stocks. 

Mr.  Caeusi.  As  I  understand  it,  it  would  be  profitable  fcr  a  fire 
insurance  company  to  insure  any  kind  of  risk — a  sawmill  or  a  powder 
factory  or  anything  else — provided  it  can  get  enough  of  tliem  and  get' 
a  compensatory  rate  ? 

Mr.  Tuttle.  Yes,  sir. 
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Mr.  Cakusi.  And  in  point  of  fact,  the  rate  on  preferred  business  is 
proportionately  higher  than  the  rate  on  different  classes  of  hazardous 
business  ? 

Mr.  TuTTLE.  It  is. 

Mr.  Cartjsi.  So  that  the  preferred  business  is  loaded,  as  you  say, 
to  make  up  for  the  possibility  or  probability  of  loss  on  other  business 
upon  which  larger  gross  premiums  are  derived? 

Mr.  Ttjttle.  Well,  it  is  loaded  for  that  reason,  and  also  for  the 
reason  that  the  board  knows  that  the  little  fellow  can  not  kick  very 
hard ;  if  he  does,  it  does  not  amount  to  anything. 

Mr.  Cartjsi.  The  class  of  business  you  cut  the  rates  on  was  this  pre- 
ferred business — household  goods,  small  dwellings,  and  the  small 
mercantile  risks? 

Mr.  Ttjttle.  Yes. 

Mr.  Cartjsi.  And  your  experience  is  that  that  can  be  done  with 
profit? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Carusi.  Is  that  the  class  of  business  you  started  to  cut  the  rates 
on  in  Washington? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Carusi.  Did  you  find  it  profitable  to  tlie  company  ? 

Mr.  Tuttle.  Yes ;  it  has  been  quite  so. 

Mr.  Carusi.  You  advertised,  did  you  not,  very  extensively  in  the 
local  papers  that  you  would  give  the  insurer  the  amount  of  the  agent's 
commission  ? 

Mr.  Tuttle.  We  advertised  that  we  would  write  their  insurance  at 
a  premium  which  would  amount  to  a  saving  to  them  of  the  customary 
agent's  commission. 

Mr.  Carusi.  As  a  matter  of  fact,  the  Commercial  Fire  Insurance 
Co.  itself  got  just  as  much  or  more  for  assuming  the  risk  than  the 
other  companies  did,  did  it  not? 

Mr.  Tuttle.  It  did ;  because  we  threw  off  our  commission  on  it. 

Mr.  Carusi.  You  did  not  employ  any  local  agents  here  to  whom 
you  had  to  pay  a  commission,  and  you  took  none  yourself  from  the 
company  ? 

Mr.  Tutti.e.  That  is  right. 

Mr.  Carusi.  That  action  was  voluntary  on  your  part,  was  it  not? 

Mr.  TuTTi^E.  Yes,  sir. 

Mr.  Carusi.  What  has  the  growth  of  risk  premiums  amounted  to 
since  that  period  began? 

Mr.  Tuttle.  Last  year  the  Commercial  received  in  the  District  of 
Columbia  $6,000  and  some  hundreds  of  premiums,  and  they  had  to 
pay  $3,800  of  losses.  This  year  the  premiums  in  the  District  of  Co- 
lumbia— net  premiums — are  $14,846,  with  losses  of  $4,040.  It  is 
only  during  the  last  four  months  of  last  year  that  we  commenced  the 
advertising  and  an  active  campaign  for  local  business,  free  of  com- 
mission cost.  The  premiums  in  September  were  $1,289,  in  October 
$2,700,  in  November  $2,100,  and  in  December  $2,700,  and  they  are 
keeping  up  right  along  this  month. 

Mr.  Berger.  What  is  the  usual  premium  on  a  thousand  dollars  of 
insurance  in  this  city,  the  premium  for  the  board  companies  and  for 
your  company — the  average?  I  believe  it  is  merely  resident  proper- 
ties here,  practically,  and  there  are  no  factories  here. 

Mr.  Tuttle.  Yes;  residences. 
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Mr.  Beegee.  Eesidence  and  business  establishments;  that  is  what 
you  have  here? 

Mr.  Ttittle.  Yes,  sir. 

Mr.  Beegee.  What  is,  the  usual  premium  for  a  thousand  dollars  in 
a  board  company,  say,  on  residence  property? 

Mr.  TuTTLE.  About  $4  for  three  years. 

Mr.  Beegee.  On  a  thousand  dollars? 

Mr.  TuTTLB.  Yes. 

Mr.  Beegee.  $4  for  three  years? 

Mr.  TuTTLE.  Yes.  sir. 

Mr.  Beegee.  That  is  a  board  company? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Beegee.  How  much  is  it  with  a  nonboard  company,  like  your 
company  ? 

Mr.  TuTTLE.  About  $3. 

Mr.  Beegee.  What  is  the  premium  on  a  business  house,  say  a 
dry  goods  store  or  a  piano  store? 

Mr.  Tuttle.  They  all  vary;  there  are  no  two  alike  for  the  reason 
that  one  risk  may  be  sprinkled  or  exposures  or  openings  from  win- 
dows, don't  you  know,  and  various  occupancies,  too. 

Mr.  Beegee.  I  see.  And,  of  course,  for  instance,  a  furniture  store 
would  naturally  be  a  bigger  risk  than  a  hardware  store  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Johnson.  How  does  the  rate  of  a  nonboard  company  compare 
with  the  rate  of  a  board  company  upon  the  property  you  have  just 
been  speaking  of? 

Mr.  TuTTu;.  Business  property? 

Mr.  Beegee.  Eesidence  property. 

Mr.  Johnson.  You  have  just  been  speaking  of  business  property. 

Mr.  Tuttle.  We  get  the  same  rate,  or  we  get  practically  the  same 
rate  on  factories  and  stocks  of  merchandise  as  the  board  companies. 

Mr.  Johnson.  And  the  difference  is  in  the  residence  property? 

Mr.  TUTTT.E.  Yes,  sir;  residences  and  small,  outlying  stores  like 
out  Mount  Pleasant  way. 

Mr.  Johnson.  What  part  of  the  premium  does  the  agent  get  in  the 
board  companies  in  the  city  of  Washington  ? 

Mr.  Tuttle.  In  the  city  of  Washington  the  rate  of  commission  is 
about  35  per  cent. 

Mr.  Beegee.  Thirty-five  per  cent? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Johnson.  He  gets  about  one-third  of  it? 

Mr.  Tuttle.  Yes,  sir.  And  there  are  instances  here  which  have 
come  to  my  attention  where  they  get  45  per  cent. 

Mr.  Johnson.  What  part  of  the  premium  is  paid  to  the  agent  in 
nonboard  companies  in  the  same  territory;  that  is,  in  the  city  of 
Washington  ? 

Mr.  Tuttle.  Eight  there,  there  is  really  no  board  here.  It  was 
abandoned  several  years  ago.  I  was  not  to  blame  for  its  being 
broken  up.  I  just  cut  this  out  of  the  Eastern  Underwriter  this 
week,  an  insurance  paper  in  New  York  [reading]  : 

While  majority  sentiment  among  managing  underwriters  favors  the  adoption 
of  reformative  methods  at  Washington,  D.  C;,  several  prominent  company  ex- 
ecutives oppose  the  Idea,  holding  the  time  not  opportune  for  the  inauguration  of 
a  new  program. 
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The  reason  advanced  by  the  advocates  of  action  at  tliis  time  is  that  the 
long-term  business,  written  when  the  demoralization  period  was  ushered  in  is 
coming  around  for  renewal,  and  proper  rates  should  be  had  thereupon.  Aside 
from  the  direct  effect  of  insuflScient  tariff  in  the  Capital  City  is  the  depressiug 
effect  that  the  existence  of  such  condition  has  upou  the  sidjaceut  territory. 

The  experience  in  the  District  oiC  Co.ljii))bia  again  illustrates  the  difficulty  of 
restoring  sane  conditions  once  a  period  of  ,deniorali;zatibn  be  inaugurated. 

In  other  words,  they  have  been  talking  of  reorga.nizing  the  .boiard 
nere  and  boosting  the  rates.  We  have  been  approached  and  agjced 
if  we  would  join ;  that  is,  I  was  not,  bvit  Oiijr  secretary  was,  and  when 
he  came  to  me  I  told  him  no,  we  would  not  join  th.em. 

Mr.  JoHNSOx.  When  was  tbat? 

Mr.  Ttjttle.  That  was  two  or  three  or  four  mouths  ago. 

Mr.  Cabusj.  Out  of  you,r  underwii;iti,ng  contract  with  the  Com- 
mercial you,  at  the  expense  of  Tuttle,  Wightman  &  Dudley  (Inc.,). 
have  established  a  system  of  having  stockjaoldeiis  of  the  company 
in  different  parts  of  the, country  report  on  the  business,  |iave  you  not? 

Mr.  Tuttle.  Yes,  sir. 

Mt.  Carusi.  What  do  you  pay  ijoueim  for  that  service? 

Mr.  Ttjttle.  Two  per  cent  of  the  premiums. 

Mr.  Carusi.  And  that  is  done  in  order  to  have  confidential  infojr- 
mation  upon  the  moral  hazard,  as  it  is  called  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  Do  you  thinlc  that  information  is  important  to  4,  fire 
compfiny  ? 

Mr.  Tuitle.  It  is  in  my  opinion  very  important.  The  plan  Jias 
never  been  used  by  any  other  company,  but  I  know  that  we  hjsn^e 
saved  money  for  these  companies  by  adopting  it. 

Mr.  CarUcSt.  Have  you  ever  heard  any  estiiiaates  made  of  the  per- 
centage of  fire  losses  which  are  of  ijncendiary  origin? 

Mr.  Tuttle.  I  have  heard  a  great  many,  ranging  all  the  way  from 
25  per  cent  to  50  per  cent  of  the  fires  of  the  United  States. 

Mr.  Carusi.  Have  you  ever  heard  of  it  being  placed  by  any  esti- 
mate at  less  than  a  qufarter  of  all  thp  fiies  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Carusi.  Qr  at  least  a  quarter  of  all  th,e  looses  ? 

Mr.  Tuttle.  Yes;  the  fire  commissioner  of  New  York  City  is  qn 
record  this  week  as  stating  that  t.h«  incendiary  fires  in  New  York 
City  constitute  more  than  25  per  cent  of  the  total  fires. 

Mr.  Carusi.  As  I  understand  it,  these  confidential  reports  from 
stockholders  who  are  personally  interested,  upon  the  moral  character 
of  the  assured,  is  an  important  help  to  the  company  ? 

Mr.  Tuttle.  It  is  riot  exactly  on  tbe  moral  character  of  th*  as- 
sured ;  it  is  the  moral  haz^jfd  involved  in  the  risk. 

Mr.  Carusi.  That  is  what  I  mean;;  moral  character,  so  far  as  it 
might  affect  his  setting  his  stock  of  goods  on  fire  or  setting  his  store 
on  fire  ? 

Mx.  TuT^E.  Yes,  sir. 

Mr.  Gastoi.  Or  anything  of  that  kind  ? 

Mr.  ^S^TTLE.  Yes,  sir. 

Mr.  Carusi.  And  to  protect  the  company  ij;i  that  particular' you, 
in  addition  to  what  you  pay  the  local  agents,  paid  2  per  cent- — 

Mr.  Tuttle.  That  is  right. 

Mr.  Carusi.  Of  the  premium  to  the  sto.ckl\pld;ers? 

Mr.  Tuttle.  Yes,  sir. 
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Mr.  Caeusi.  Haveyou  had  a  table  prepared  showing  the  premiums 
from  January  1,  1912,  to  December  15,  1912,  and  tabulated  into 
.different  categories? 

Mr.  TuTTLE.  I  have  up  to  the  end  of  December  now,  Mr.  Carusi. 

Mr.  Carusi.  You  have  ?  ' 

Mr.  TxjTTLE.  Yes,  sir. 

Mr.  Cabusi.  Let  nje  look  at  that  a  minute.  By  whom  was  this 
made  up  ? 

Mr.  TtTTTLE.  Mr.  McKee,  the  assistant  secretary  of  the  Commercial. 

Mr.  Caextsi.  i  would  like  to  offer  this  in  the  record  and  then  agk 
some  furthei^  q^^stions  .^bout  it. 

Mr.  Johnson.  What  is  it  ? 

Mr.  Caeusi.  That  is  a  sort  of  chart  of  premium  income  of  the 
Commercial  Fire  Insurance  Co.,  showing  loss  ratios. 

Mr.  TuTTLE.  For  last  ye?ir. 

Mr.  Caeusi.  For  last  year. 

The  statement  referred  to  is  as  follows : 

JAN.  1,  1912,  TO  DEC.  15,  1912. 


Total  pre- 
miums. 


Tuttle, 
Wightman 
&  Dudley 

los.ses. 


District  of 
Columbia 
premiums. 


District  of 

Columbia 

losses. 


Kelly  & 

Hawkeye 

losses'. 


1  January... 

March 

■April 

May 

June 

July 

August 

September. 

October 

November. 
December. 


«14,881.32 
,14,700.99 
.1^,606.14 
16, 512.  46 
20, 463. 30 
16,531.10 
12,189.23 
20,681.28 
21, 531. 43 
29,3.30.55 
29,979.13 
46,990.94 


263,347.87 


112,050.60 
10,897.73, 
13, 326. 62 
1.3,352.38 
8,566.94 
5, 263. 39 
10, 961. 45 
12, 562. 39 
10, 131. 06 
12,936.06 
9,255.60 
12,914.34 


S695. 12 

819.67 

645. 15 

463. 64 

605.20 

1,110.78 

832.59 

906.26 

1,289.62 

2,731.85 

2, 115. 15 

2, 731.  SO 


$1, 198. 42 

19.35 

144.11 

344.01 

40.60 

5.00 

IS.  75 

106. 04 

1, 026. 00 

113.00 

170. 26 

856.50 


132,217.45 


14,846.6 


4,040.03 


»2, 169.82 
8,894.40 
6,002.17 
7,417.78 
2,622.38 
3,031.47 
3,638.77 
1, 191. 45 
1,. 301.. 31 
410. 57 
3,108.94 
184.77 


39,973.83 


■RESULTS  OF  TUTTLE,  WIGHTMAN  &  DUDLEY'S  BUSINESS  FOR  LAST  FOUR  MONTHS 

OF  1912. 


Premiums. 

Losses. 

Ratio. 

120,241.81 
26,598.70 
27,863.98 
44,259.14 

SIO, 131.06 
12,936.06 
9,255.60 
12,914.34 

50.5 

October.                                                                             

48.6 

33.2 

December  ,                                                              

29.1 

118,963.63 

4.'),  237. 06 

'40.1 

1  Average  loss  ratio. 

Per  cent, 

iDistrict  of  Columbia  loss  ratio  for  entire  year 27.1 

Tuttle,  wightman  &  Pujilm:  loss  ratio  for  entire  year 50. 1 

■fotal  loss  ratio,  including  Kelly  and  reinsurance 66.9 

■Mr.  Caeusi.  How  many  agents  did  the  Commercial  have  when  you 
first  took  hold  of  it? 

Mr.  Tuttle.  One. 

Mr.  Caeusi.  How  many  has  it  now  ? 

Mr.  Tuttle.  It  had  570  agents  about  three  weeks  ago;  we  have 
appointed  some  since. 
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Mr.  Carusi.  Is  it  customary  or  is  it  frequently  done  by  fire- 
insurance  companies,  that  they  should  calculate  the  value  of  an 
agency  to  the  company  on  the  basis  of  what  it  costs  to  plant  an 
agency  ? 

Mr.  TuTTUE.  Yes;  it  is  on  the  basis  of  what  it  costs  to  plant  and 
cultivate  the  agents  to  the  point  of  production. 

Mr.  Johnson.  Have  you  agents  in  the  District  of  Columbia  who 
solicit  business? 

Mr.  TuTTLE.  No  agents;  we  have  some  solicitors;  but  in  fire  in- 
surance an  agent  is  the  man  who  writes  the  policies,  and  we  have  no 
such  agents  in  the  District  of  Columbia.  We  write  all  the  policies 
in  this  city. 

Mr.  Johnson.  Do  you  pay  those  solicitors  commissions  or  salaries? 

Mr.  TuTTLE.  Salaries. 

Mr.  Johnson.  How  much  salary  do  you  pay  them? 

Mr.  TuTTLE.  That  is  under  Mr.  Grove's  direction  largely,  but  I 
believe  they  start  them  in  at  $7  a  week  and  then  advance  them  to 
$10  or  else  drop  them,  depending  on  their  ability. 

Mr.  Johnson.  Have  you  undertaken  to  ascertain  what  relation  the 
salaries  paid  to  these  men  would  bear  to  the  usual  commission  upon 
the  risk  written? 

^Ir.  TuTTLK.  Xo ;  I  have  not.  But  I  have  had  it  in  mind  to  do  so 
as  soon  as  I  get  time.  But  one  thing,  INlr.  Johnson,  that  wants  to  be 
considered  in  that  connection  is  that  for  next  year,  and  for  all  the 
years  to  come,  we  are  apt  to  hold  that  business  without  any  expense, 
without  any  soliciting  expense  against  it.  We  will  renew  the  policies 
and  deliver  them. 

Mr.  Bergeh.  Do  you  net  have  to  have  men  go  there  and  renew  the 
policy  ? 

Mr.  TuTTLE.  One  clerk  can  deliver  all  the  policies. 

Mr.  Johnson.  All  the  rewritten  policies? 

Mr.  TuTTLE.  Yes ;  the  renewals.  IMany  times,  and  I  think  in  most 
I'ases,  we  simply  mail  the  policy"  to  the  policyholder,  the  renewal. 

JNIr.  Johnson.  So  that  your  cost  of  writing  the  policy  in  the  way  of 
such  payments  as  you  may  make,  either  to  an  agent  or  solicitor,  is 
when  you  first  get  the  risk? 

Mr.  TuTTLE.  Yes,  sir. 

^Ir.  Carusi.  In  the  case  of  an  agent  he  gets  the  same  premium 
every  time  the  policy  is  renewed? 

^Ir.  TuTTLE.  The  same  commission. 

Mr.  Johnson.  If  I  understand  you  correctly,  you  have  no  agent  in 
this  city? 

Mr.  TuTTLE.  No. 

Mr.  Carusi.  From  that  chart  which  has  just  been  offered  in  evi- 
dence, will  you  state  what  the  increase  in  the  premium  income  was 
for  the  last  five  months  of  1912  over  the  preceding  seven  months? 
Can  you  do  that  without  figuring? 

Mr.  TuTTLE.  The  premiums  in  the  first  seven  months  ran  from 
$12,000  a  month  to  $20,000  a  month,  and  I  should  imagine  they 
would  average  about  $17,000  a  month.  For  the  last  five  months  be- 
ginning with  August,  the  premiums  were  $20,000  in  August,  $21,000 
in  September,  $29,000  in  October,  $29,900  in  November,  and  $46,990 
in  December. 

Mr.  Carusi.  That  is  an  average  of  about  $25,000  a  month,  is  it  not? 


I2SrVESTIGATI0N   OF   INSURANCE   COMPANIES.  1561 

Mr.  TuTTLE.  No;  it  is  an  average  of  more  than  that;  it  is  an 
average  of  thirty  thousand. 

Mr.  Johnson.  Is  there  any  other  fire  insurance  company  doing 
business  in  the  District  of  Columbia  which  does  it  as  you  do;  that  is, 
through  solicitors,  leaving  out  the  agents? 

Mr.  TxTTTLE.  No,  sir ;  not  that  I  know  of. 

_  Mr.  Beegee.  Are  there  any  companies  of  that  kind  in  any  other 
city,  Mr.  Tuttle,  to  your  knowledge,  of  course,  doing  business  in 
the  same  way  that  you  do  ? 

Mr.  TuTTr^.  I  think  there  is  in  Pittsburgh  some  company,  and, 
if  I  am  not  mistaken,  it  is  the  Birmingham  Fire  Insurance  Co.  of 
Pittsburg.    That  is  just  hearsay ;  I  do  not  know  it. 

Mr.  Johnson.  This  feature,  then,  may  be  termed  an  innovation  in 
the  business? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Carusi.  Can  you  do  the  same  thing  with  the  losses,  Mr.  Tuttle? 

Mr.  Tuttle.  The  losses  for  the  first  seven  months  of  the  year  aver- 
aged $10,000  a  month :  for  the  last  five  months  they  have  been :  For 
August,  $12,000;  for  September,  $10,000;  for  October,  $12,900;  for 
November,  $9,255 ;  for  December,  $12,900 — a  very  low  loss  ratio  for 
the  last  five  months  of  the  year,  unusually  low. 

Mr.  Caeusi.  Explain  that  recapitulation  with  the  statement,  "  Re- 
sults of  Tuttle,  Wightman  &  Dudley's  business  for  last  four  months 
of  1912."  Do  }ou  make  any  distinction  between  that  business  and 
some  other  business  on  the  books  ? 

Mr.  Tuttle.  Yps;  Tuttle,  Wightman  &  Dudley  are  responsible — 
that  is,  the  underwriting  ability  of  Tuttle,  Wightman  &  Dudley  can 
be  judged  by  the  premiums  that  Tuttle,  Wightman  &  Dudley  put  on 
the  books  of  the  company  and  the  losses  occurring  on  that  business. 
The  total  premiums  of  Tuttle,  Wightman  &  Dudley  put  on  the  books 
of  the  Commercial  in  1912  were  $263,000  and  the  losses  on  Tuttle, 
Wightman  &  Dudley  business  were  $132,000,  a  loss  ratio  of  50  per 
cent.  The  other  losses  are  on  the  old  Kelly  contract  and  on  the  rein- 
surance of  the  Hawk  Eye  for  their  eastern  business. 

Mr.  Caeusi.  I  see  in  the  last  column  of  this  table,  which  is  given 
to  show  the  losses  on  the  Hawk  Eye  business,  they  were  in  February 
$8,800 ;  March,  $6,000 ;  April,  $7,400 ;  and  then  gradually  they  dwin- 
dle to  December,  when  they  are  $284.  That  was  because  the  business 
was  running  off? 

Mr.  Tuttle.  Yes. 

Mr.  Caeusi.  And  there  is  now  none  of  that  business  on  the  books  ? 

Mr.  Tuttle.  There  are  some  Hawk  Eye  policies  that  were  for  three 
years  that  are  still  alive.  Most  of  the  Kelly  business  has  expired; 
I  think  practically  all  of  it. 

Mr.  Caeusi.  How  much  of  the  Hawk  Eye  is  left,  do  you  know  ? 

Mr.  Tuttle.  I  do  not  know. 

Mr.  Caeusi.  About  what  is  a  planted  agent  considered  as  being 
worth,  or  what  valuation  is  put  upon  him? 

Mr.  Tuttle.  The  companies  figure  they  are  worth — some  com- 
panies say  $50  an  agent,  which  is  the  lowest  I  have  ever  heard ;  and 
other  companies  say  $100  an  agent. 

Mr.  Caeusi.  Does  that  mean  that  it  costs  from  $50  to  $100  accord- 
ing to  estimates  that  are  made  by  different  companies  to  plant  each 
agent  out  in  your  field  force? 
71391— Xo.  20—13 3 
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Mr.  Tittle.  To  plant  him  and  to  gi^ e  him  tiie  necessary  instruc- 
tions. That  may  include  going  back  to  see  him  again,  because  he 
has  net  produced  anything,  and  getting  him  started. 

Mr.  Cari  SI.  That  means,  then,  the  cost  of  your  special  agents  and 
others  in  making  his  selection,  starting  him  in  business  as  your  agent, 
furnishing  him  with  supplies,  and  all  that  sort  of  thing? 

Mr.  Tum.i:.  Yes ;  it  may  take  a  special  agent  a  week  in  a  town  to 
find  just  the  right  agent,  and  his  salarj'  and  expenses  are  going  on  all 
the  time. 

Mr.  Caextsi.  Do  you  think  $75  an  agent  is  a  fair  average  estimate? 

Mr.  TtTTTLE.  I  do. 

Mr.  Caktjsi.  On  your  570  agents,  then,  that  would  be  about  how 
much  value  for  the  agency  plant,  estimated  at  what  it  would  cost  to 
reproduce  it? 

Mr.  TuTTLE.  $42,750. 

^Ir.  Caeusi.  Of  course  that  is  not  an  admitted  asset  of  a  fire  insur- 
ance company? 

Mv.  TuTTLE.  No ;  we  do  not  carry  it  at  any  value  on  the  books. 

Mr.  Caeusi.  Since  you  have  had  the  company  there  have  been  three 
dividends  paid,  one  of  $7,000  in  the  middle  of  1911,  which  was  at  the 
rate  of  8  per  cent ;  one  of  $12,000,  which  was  at  the  rate  of  12  per 
cent  of  the  capital  stock:  and  there  was  one  declared  and  paid  of 
$16,000,  approximately,  in  the  summer  of  1912,  which  was  at  the 
rate  of  12  per  cent  of  the  par  value  of  the  stock.  What  was  the 
earned  surplus  of  the  Commercial  at  the  time  the  Protective  pur- 
-chased  it? 

Mr.  TtiTTLE.  $36,000. 

Mr.  Carusi.  If  that  were  put  in  a  surplus  fund  it  would  be  enough, 
then,  would  it  not,  to  have  paid  all  three  of  these  dividends  ? 

Mr.  TuTTLE.  Yes,  sir. 

^Ir.  Carusi.  At  the  time  the  6  per  cent  dividend  was  raised  to  8 
per  cent — let  me  ask  you  first  whether  what  happened  was  that  in- 
stead of  paying  a  semiannual  dividend  of  3  per  cent,  wliicli  had  been 
in  ert'ect  for  some  15  or  16  years,  Avhat  the  board  of  directors  did  was 
to  p;iy  a  semiannual  dividend  of  -i  per  cent? 

5lr.  TuTTLE.  Yes,  sir. 

i\Ir.  Carusi.  Do  you  remember  or  not  whether  the  entire  board  of 
directors  were  unanimous  on  the  subject  of  declaring  a  4  per  cent 
dividend  ? 

Mr.  TuTTLE.  They  were. 

Mr.  Carusi.  At  the  time  that  dividend  was  declared  was  the  com- 
panv  less  or  more  prosperous  than  at  the  time  you  had  taken  hold 
of  it? 
"    Mr.  TuTTLE.  ^lore  prosperous. 

^Ir.  Carusi.  It  had  increased  its  premium  income  and  its  losses 
were  net  increased? 

Mr.  TuTTLE.  That  is  correct. 

Mr.  Carusi.  In  December,  1911,  instead  of  declaring  a  semiannual 
dividend  of  4  per  cent,  a  semiannual  dividend  of  6  per  cent  was  de- 
clared, was  it  not  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  paid  in  January?  At  that  time  was  the  corn- 
pan  v  more  or  less  prosperous  than  at  the  previous  di^ndend  period? 

Mr.  TirrrLE.  More  prosperous. 
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]Mr.  Carusi.  What  did  that  prosperity  consist  of;  how  did  you 
measure  it  as  being  more  prosperous  ? 

Mr.  Ttjttle.  It  was  doing  an  increasing  business  and  the  loss  ratio 
was  very  low,  lower  than  almost  any  company  in  the  country  for  that 
year. 

Mr.  Caeusi.  Do  you  remember  whether  the  board  of  trustees  all 
voted  unanimously  in  favor  of  the  declaration  and  payment  of  that 
dividend  ? 

Mr.  TuTTLE.  They  did. 

Mr.  Carusi.  Was  there  any  dissenting  voice? 

Mr.  TuTTLE.  No. 

Mr.  Carusi.  Was  not  the  matter  discussed  by  the  directors  with 
the  same  fullness  that  those  matters  are  always  discussed  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  it  was  the  general  opinion  of  the  board  based 
upon  the  facts  and  figures  of  the  company  that  the  company  was  in 
a  more  prosperous  condition  than  at  the  time  the  previous  dividends 
had  been  declared  and  paid? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  That  was  the  way,  was  it  not,  that  an  ascending  scale 
of  dividends  came  about  during  the  year  1911? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  With  constantly  increasing  premium  income  and  an 
average  loss  ratio,  was  it  not  a  fair  presumption  that  the  company 
would  be  able  to  earn  and  pay  the  amount  of  the  dividend  that  was 
then  declared? 

Mr.  TuTTLE.  Yes,  sir. 

Sir.  Carusi.  To  assist  in  earning  the  higher  rate  of  dividend  it 
hud  the  help,  did  it  not,  of  increases  to  the  surplus  being  contributed 
by  rew  stockholders? 

Mr.  TuTTLE..  Yes,  sir. 

iMr.  Carusi.  In  other  words,  a  company  could  have  gone  on  in- 
creasing its  business  and  increasing  its  profit  if  it  had  to  rely  upon 
small  additions  from  year  to  year  to  the  surplus,  but  this  company 
had  a  help  in  the  direction  of  working  capital  by  the  premiums  that 
it  was  receiving  from  the  sale  of  stock,  did  it  not  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  those  premiums  could  be  used  to  build  up  an 
unearned  premium  reserve  that  would  enable  the  company  to  take 
on  new  business  far  more  rapidly  than  it  could  otherwise  possibly 
have  done? 

Mr.  TuTTLE.  Yes,  sir. 

Whereupon,  at  12.55  o'clock  p.  m.,  a  recess  was  taken  until  2.15 
o'clock  p.  m. 

AFTER  RECESS. 

The  subcommittee  met  pursuant  to  the  taking  of  recess. 

TESTIMONY  OF  ROBERT  R.  TUTTLE— Continued. 

Mr.  Carusi,  Mr.  Tuttle,  all  of  the  board  of  directors  voted  for  the 
two  dividends  that  were  declared  in  1911,  did  they  not  ? 
Mr.  Tuttle.  Yes,  sir. 
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Mr.  Caetjsi.  Including  'Mr.  Harper,  Judge  Gould,  and  myself — 
all  of  the  directors? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  There  was  but  one  dividend  declared  in  1912  ? 

Mr.  TuTTLE.  That  is  all. 

Mr.  Carusi.  That  was  the  mid-year  dividend  of  6  per  cent? 

Mr.  TuTTLE.  Yes. 

^Ir.  Carusi.  Amounting  in  money  to  $16,000.  Was  there  not  at 
that  time  sufficient  unexpended  balance  of  earned  surplus  of  the  Com- 
mercial Fire  Insurance  Co.  to  pay  that  dividend? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  The  board  of  directors  were  aware  at  the  time  that 
the  dividend  was  paid  that  the  early  months  of  1912  had  been  "hot" 
months,  were  they  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Was  not  the  question  of  either  paying  or  passing  that 
6  per  cent  semiannual  dividend  very  thoroughly  discussed  by  the 
board  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  And  after  that  discussion  the  board  unanimously 
voted  in  favor  of  paying  it? 

Mr.  Tuxa-LE.  It  did. 

Mr.  Carusi.  You  voted  for  it? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Do  you  personally  consider  that  any  company  is  justi- 
fied in  paying  a  dividend  out  of  the  moneys  that  it  collects  from  the 
sale  of  stock? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Cakusi.  Was  it  not  a  matter  of  discussion  among  the  directors 
as  to  whether  or  not  it  would  be  for  the  best  interests  of  the  stock- 
holders of  the  company  and  of  the  company  to  pass  the  dividend  in 
July  because  of  the  fire  losses  that  had  occurred  in  the  early  part  of 
the  year  or  wait  until  the  end  of  the  year  and  see  whether  the  com- 
pany had  not  made  up  in  the  balance  of  the  year  the  losses  in  the 
early  part  of  the  year  before  any  dividends  should  be  paid? 

Mr.  TuTTLE.  That  was  discussed. 

Mr.  Carusi.  Let  me  ask  you  this  question :  During  the  discussion 
concerning  the  payment  of  that  dividend  do  you  remember  whether 
any  suggestion  was  ever  made  by  anybody  that  that  'dividend  ought 
to  be  paid  in  order  to  enable  the  company  to  sell  further  stock  dur- 
ing the  balance  of  the  year? 

Mr.  TuTTLE.  There  never  was. 

Mr.  Cakx  SI.  You  had  that  list  of  81  and  31  companies  that  has 
already  been  put  in  evidence  prepared,  did  you  not? 

j\Ir.  TuTTLE.  Yes,  sir. 

]\Ir.  Carusi.  Can  you  state,  without  reference  to  that  list,  whether 
it  is  not  the  usual  and  practically  the  invariable  custom  of  a  fire 
insurance  company  to  continue  to  pay  the  dividend  that  has  once 
been  fixed  if  it  has  a  surplus  sufficient  for  that  purpose,  without  ref- 
erence to  whether  the  company  has  or  has  not  made  money  during 
the  preceding  six  months  ? 

Mr.  TuTTLE.  It  is  the  custom  to  maintain  the  established  rate  of 
dividend,  regardless. 
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Mr.  Caeusi.  Did  you  ever  know  of  any  case  where  a  company  sus- 
pended an  existing  dividend  because  of  fire  losses  which  did  not 
.  impair  its  capital  during  the  preceding  period  ? 

Mr.  TuTTLE.  No. 

Mr.  Carusi.  From  Mr.  Wolfe's  testimony  it  appeared  that,  so  far 
as  the  dividends  paid  in  1911  are  concerned,  that  estimating  the  com- 
pany's operations  from  a  stockholder's  point  of  view,  there  were 
earnings  enough  to  justify  the  payment  of  those  dividends,  without 
,  regard  to  this  $36,000  of  earned  premiums  with  which  the  companies 
started  or  with  which  your  management  started  in  1911. 

Mr.  Tdttle.  Yes,  sir. 

Mr.  Caeusi.  Would  you  consider  that  the  payment  of  the  dividend 
out  of  earned  surplus  of  some  previous  year  would  be  governed  by 
the  same  considerations  as  the  case  of  paying  a  dividend  for  the  first 
time  by  a  new  company  ?  In  other  words,  do  you  consider  that  fire 
insurance  companies  in  general,  as  a  matter  of  practice,  view  in  a 
different  way  the  payment  of  the  first  dividend  of  a  new  company 
and  the  continuation  of  a  dividend  of  an  old  company  ? 

Mr.  TuTTLE.  We  view  them  as  entirely  different  propositions. 

Mr.  Caeusi.  Take  in  the  case  of  the  First  National,  for  instance; 
that  hns  declared  no  dividend? 

Mr.  'J'UTTLE.   No. 

Mr.  ("arusi.  There  has  been  no  suggestion,  has  there,  that  a  divi- 
dend should  be  declared  by  the  First  National  ? 

Mr.  TuTTLE.  No. 

Mr.  Caeusi.  It  would  not  be  proper  to  pay  a  dividend  from  the 
First  National  until  it  showed  an  earning  in  its  operations  ? 

Mr.  TuTTLE.  No. 

Mr.  Caeusi.  Turning  to  the  Southern  Building,  Mr.  Tuttle,  I 
;vould  like  you  to  tell  the  committee  how  it  was  that  the  idea  of  buy- 
ing the  Southern  Building  ever  occurred  to  any  of  the  directors  and 
what  led  up  to  the  first  steps  being  taken. 

Mr.  Tuttle.  Along  in  July  some  of  the  directors  considered  buying  a 
lot  and  building  a  building.  We  looked  at  a  lot  on  Fourteenth 
Street  and  looked  at  a  lot  on  G  Street,  and  in  August  I  sent  for 
Mr.  Thyson,  the  manager  of  the  Southern  Building,  and  told  him 
that  it  was  impossible  for  us  to  get  along  having  our  offices  scattered 
all  over  the  eighth  floor  of  the  building,  other  tenants  being  in  be- 
tween our  own  offices ;  our  business  had  grown  so  that  we  had  to  have 
additional  clerks,  and  could  not  get  them  into  the  space  that  we  had 
originally  contracted  for ;  and  I  said,  "  Mr.  Thyson,  unless  you  can 
induce  some  of  your  tenants  on  the  eighth  floor  to  mare  to  some 
other  floor  and  give  us  the  space  we  will  have  to  get  out  of  the 
Southern  Building;  anyhow,  the  directors  are  considering  putting 
up  a  building."  He  said,  "  Why  don't  you  buy  this  building  ?  "  I 
said,  "I  did  not  know  that  it. was  for  sale,"  He  said  that  it  was 
not  for  sale  but  that  he  knew  it  could  be  bought.  I  asked  him 
what  he  meant  and  he  said  that  the  stock  of  the  Southern  Building 
Corporation  Was  held  by  people,  some  of  them  in  New  Orleans  and 
some  of  them  in  Eichmond  and  different  places,  and  he  stated  that 
there  had  been  some  friction,  there  were  two  or  three  factions  in  the 
board  of  the  Southern  Building  Company,  or  corporation,  and  that 
he  believed  that  the  stock  could  be  bought  at  a  good  deal  less  than  its 
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par  value.  I  thought  the  matter  over.  The  more  I  looked  at  it 
the  better  it  looked  to  me,  and  Mr.  Carusi  was  out  of  town.  Mr. 
Dudley  was  out  of  town,  Judge  Gould  was  out  of  town,  I  believe, 
and  I  called  up  John  Lewis  Smith,  one  of  our  directors,  and  asked 
him  what  he  thought  about  it,  and  after  looking  into  it  he  said 
he  thought  it  would  be  a  bargain  if  we  could  get  it  at  the  figures 
Mr.  Thyson  had  stated. 

Mr.  Johnson.  What  figure  was  that? 

;Mr.  Ttjttle.  $150,000  for  the  capital  stock,  both  the  preferred 
and  the  common,  of  the  Southern  Building  Corporation. 

Mr.  Johnson.  $150,000? 

Mr.  Ttjttij:.  Yes,  sir;  and  then,  I  believe,  I  telegraphed  to  Judge 
Gould,  who  was  at  Ocean  City,  j\Id.,  and  I  wrote  to  Mr.  Carusi 
at  Atlantic  City.  Judge  Gould  came  in  from  Ocean  City  and 
looked  it  over  and  at  that  time  he  went  to  some  real  estate  friends 
of  his  and  asked  them  what  they  thought  the  property  was  worth. 
Finally  he  .•^aid  it  would  be  a  decided  bargain.  Then  I  asked 
Col.  Harper.  Col.  Harper  came  up  to  my  house  to  dinner  and  spent 
the  evening  and  we  went  all  over  it  thoroughly,  and  he  thought 
it  would  be  a  bargain  to  get  the  building.  Mr.  Carusi  and  Mr:  Dud- 
ley returned  in  the  course  of  a  week  or  10  days,  and  finally  they 
agreed  to  it.  thought  it  was  all  right — a  good  bargain. 

Mr.  C-viiisi.  Had  a  meeting,  did  they  not? 

Mr.  Ti  TTi.K.  Then  we  had  either  a  finance  committee  or  a  board 
meeting — I  ha\o  forgi^tten  which — and  at  that  meeting  formally  de- 
cided to  purchase  the  building  if  it  could  be  gotten  in  that  way  and 
at  about  that  figure. 

Mr.  Cart  SI.  Do  you  remember  at  that  meeting  we  went  into  the 
question  of  income  from  the  building  and  the  question  of  running 
expenses  as  stated  to  us  by  ^Ir.  Thyson? 

ilr.  TrTTLE.  We  went  into  everything  connected  with  the  build- 
ing. It  was  the  longest  directors'  meeting  or  financial  committee 
meeting  we  ever  held. 

^Mr.  Carusi.  Judge  Gould  had  received  from  some  real  estate 
agent,  who  was  a  friend  of  his,  his  opinion  stating  the  value  of  the 
gi-ound  and  the  building  ? 

Mr.  TuTTiE.  Yes.  sir. 

Mr.  Carusi.  Do  you  recall  that  that  was  Mr.  Beall,  the  vice  presi- 
dent of  Moore  &  Hill,  whom  he  had  consulted  on  his  own  initiative? 

^Ir.  TuTTi.E.  Yes,  sir. 

Mr.  Cari  si.  It  was  the  unanimous  opinion  of  all  the  directors  pres- 
ent, was  it  not.  that  if  that  property  could  be  acquired  at  any  such 
figure  it  would  be  a  fine  investment  ? 

Mr.  Tum-E.  It  was. 

^Ir.  Carusi.  For  these  two  companies? 

]Mr.  TxTTLE.  Yes,  sir. 

Mv.  Carusi.  You  never  had  any  previous  connection  in  any  way, 
did  you,  Avith  the  Southern  Building? 

Mr.  TuTTLE.  Xo,  sir. 

Mr.  Carusi.  I  never  had  any  previous  connection? 

^Ir.  Trrii.E.  Xo. 

Mr.  Carusi.  Do  you  remember  that"  Mr.  Thyson  told  you  that  Mr. 
Storey  had  an  option  on  the  stock,  or  a  large  amount  of  the  stock? 

Mr.  TuTTLE.  Yes. 
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Mr.  Cakusi.  And  in  that  way  that  title  to  it  could  ultimately  be 
acquired  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  "Was  not  also  discussed  at  that  meeting  the  fact  that 
the  income  could  be  increased — approximately  a  net  increase  of 
$20,000 — by  putting  on  two  additional  stories  ? 

Mr.  TxTTixE.  $28,000. 

Mr.  Caeusi.  I  say  a  net  increase  of  $20,000.  It  was  figured,  was 
it  not,  that  the  two  stories  would  yield  about  $28,000  and  that  it 
would  cost  perhaps  $8,000  in  additional  running  expenses? 

Mr.  TuTTLE.  No ;  according  to  the  figure  at  which  the  other  Hoors 
were  rented,  that  would  add  $28,000  to  the  building's  income,  and  I 
do  not  think  that  anything  was  said  about  it  costing  $8,000  additional 
to  run  it.     I  do  not  think  it  would. 

Mr.  Caeusi.  At  any  rate  that  was  discussed  as  one  of  the  reasons 
why  it  would  be  a  good  purchase  for  the  fire  companies;  and  was  it 
not  also  discussed  in  that  same  connection  that  the  mone}'  to  build 
these  two  stories  could  be  had  from  the  Equitable  Life  Assmance 
Society  and  a  promise  they  had  made  to  advance  $200,000  additi(  ual  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  At  5  per  cent :  and  was  it  also  discussed  as  to  whether 
those  two  additional  stories  could  not  be  erected  for  considerably 
less  than  $200,000? 

Mr.  TuTTiJE.  Yes. 

Mr.  Caeusi.  That  was  discussed  ? 

Mr.  TuTTLE.  Yes;  it  was  the  opinion  that  it  would  cost  $125,000. 

Mr.  Caeusi.  Was  it  not  also  discussed,  and  a  part  of  the  plan  that 
the  directors  had  in  mind  in  deciding  to  purchase  this  property,  that 
the  6  per  cent  bonds  would  be  taken  up  and  paid? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  And  that  the  funds  for  that  purpose  would  be  pro- 
vided from  the  subscriptions  that  were  coming  in  rapidly  rn  the 
First  National  and  Commercial  stock  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Mr.  Tuttle,  Avhen  you  came  to  Washington  from 
Syracuse  and  bought  the  Commercial  Fire  Insurance  Co.,  the  total 
assets  of  that  company  represented  $156,000  plus  a  very  small  amount 
in  a  reinsurance  reserve  fund  ?    Is  not  that  true  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  What  are  the  assets  to-day  of  these  two  insi nance 
enterprises,  counting  the  subscriptions  as  being  assets,  the  amount  of 
the  subscriptions? 

Mr.  Tuttle.  Nearly  $3,000,000. 

Mr.  Caeusi.  Do  you  think  two  companies  of  that  size  could  be 
made  very  formidable  in  the  field  of  competition  of  fire  insurance 
business  ? 

Mr.  Tuttle.  They  certainly  can. 

Mr.  Caeusi.  There  has  been  quite  a  good  deal  said  by  the  witnesses 
about  boards  and  nonboards,  and  I  asked  one  of  the  witnesses 
whether  he  had  ever  heard  of  a  fire  insurance  trust,  and  I  am  going 
to  ask  you  the  same  question.     Is  there  any  such  thing? 

Mr.  Tuttle.  There  is;  and  every  insurance  man  in  the  country 
knows  it;' 

Mr.  Caeusi.  What  do  you  mean  by  a  "  fire  insurance  trust  ''"I 
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Mr.  Tttttle.  A  combination  of  companies  who  fix  the  rates,  fix 
the  prices  at  which  insurance  can  be  obtained,  and  who  fix  the  rate 
of  compensation  for  agents,  and  who  tell  the  agents  throughout  the 
country  what  companies  they  can  and  can  not  represent. 

Mr.  Caetjsi.  You  mean  that  that  combination,  or  whatever  name 
you  choose  to  call  it,  is  something  different  from  a  mere  local  board, 
such  as  the  local  board  in  Washington,  when  we  had  one,  and  the 
local  board  in  Pittsburgh,  and  the  local  board  in  Xew  York? 

Mr.  TuTTLE.  Why,  it  is  as  wide  as  the  Nation. 

Mr.  JoHKSON.  What  is  that? 

Mr.  TuTTLE.  It  is  as  wide  as  the  Nation — the  combination. 

^Ir.  Carltsi.  You  have  been,  if  I  understand  your  testimony,  fight- 
ing that  combination  ever  since  you  have  been  in  the  insurance  busi- 
ness? 

Mr.  TuTTLE.  We  have  been  fighting  each  other. 

Mr.  Caeusi.  Can  you  give  the  committee  something  practical  in 
the  way  of  an  illustration  of  the  fight  against  you  that  has  been 
made  by  this  combination  ? 

^Ir.  TuTTLE.  When  I  had  my  first  general  agency,  the  Firemen's 
of  Baltimore 

Mr.  Bekgek.  Down  here  or  in  Syracuse '. 

yh-.  TuTTLE.  In  Syracuse,  covering  Xew  York  State.  The  New 
York  State  board  sent  two  men  down  to  see  the  president  of  the 
Firemen's  of  Baltimore  and  told  him  that  if  he  would  force  Tuttle 
to  join  the  State  board 

Mr.  JoHxsox   (interposing).  Tuttle  is  yourself? 

Mr.  Tuttle.  1  es,  sir — that  they  would  see  that  the  Firemen's  of 
Baltimore  obtained  large  amounts  of  premiums  by  reinsurance,  that 
they  would  reinsure  with  the  Firemen  s  of  Baltimore,  each  company 
would  take  a  little  business  and  give  to  the  Firemen's  of  Baltimore, 
and  the  president  declined  their  proposition. 

^Ir.  JoHxsox.  The  president  of  what? 

yiv.  Tuttle.  Of  the  Firemen's  of  Baltimore,  the  company  for 
which  I  was  general  agent.  The  board  comiDanies  sent  special  agents 
throughout  New  York  State,  visiting  the  agencies  in  which  I  was 
represented,  and  tried  to  get  them  to  give  up  my  companies,  and  in  a 
very  few  instances  they  succeeded. 

In  the  city  of  Utica  I  had  a  nonboard  agent,  and  as  an  example  of 
the  way  they  do,  he  would  write  a  building  that  was  tariff  rated  at 
$1  for  80  cents.  The  board  would  then  meet  and  advance  the  rate  on 
that  building  to  $3  and  would  then  notify  the  Firemen's  of  Baltimore 
and  my  other  companies  that  the  agent  in  Utica  had  written  a  risk 
at  80  cents  that  was  tariff  rated  at  $3.  They  did  that  in  numerous 
cases,  but  I  advised  my  companies  of  the  methods  they  were  adopting. 

Mr.  Carusi.  Did  you  ever  have  any  conversation  with  the  principal 
deputy  of  the  New  York  insurance  department  concerning  rate 
cutting? 

Mr.  Tuttle.  Mr.  Appleton.has  been  the  dejDuty  insurance  com- 
missioner of  New  York  City  for  27  years,  and  was  deputy  under 
Low  Payne  and  is  deputy  now.  He  asked  me  when  I  was  going  to 
quit  cutting  rates  and  join  the  board.    I  told  him  never. 

Mr.  Johnson.  Allien  was  that? 

;Mr.  TuiTLE.  That  was  about  10  years  ago. 
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Mr.  Caeusi.  You  ran  your  insurance  business  simply  as  general 
agent  of  other  companies  up  until  the  time  you  tried  to  get  a  com- 
pany of  your  own  in  the  Protective  ?    Is  that  not  so  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Carusi.  Is  it  not  a  fact  that  from  the  time  you  started  to  build 
up  a  company  of  your  own  you  began  to  be  attacked  by  some  of  the 
insurance  journals?  I  will  put  the  question  in  another  way.  You 
never  had  any  trouble  with  the  Best  Insurance  News  before  you 
began  to  organize  the  Protective,  did  you  ? 

Mr.  TuTTLE.  No. 

Mr.  Cakusi.  And  from  the  time  you  started  that  organization  until 
the  present  time,  that  journal  has  been  publishing  notices,  has  it  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Of  an  uncomplimentary  character? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Can  you  state  from  your  knowledge  of  the  different 
companies  mentioned — you  read  Best's  reports  regulaih*.  do  you  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  And  have  been  doing  so  for  a  long  time  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Caeusi.  Can  you  say  whether  or  not  the^e  reports  are  gen- 
erally favorable  to  the  board  companies? 

Mr.  TuTTLE.  They  are. 

Mr.  Caeusi.  Do  you  recall  any  instance  where  they  have  ever  at- 
tacked board  companies? 

Mr.  Tun-LE.  No. 

Mr.  Johnson.  Are  there  other  instances  where  they  ha-\e  attacked 
nonboard  companies? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Johnson.  "What  company? 

Mr.  TuTTLE.  I  do  not  know  that  I  can  recall  now.  I  could  get  the 
information  by  looking  over  the  files. 

Mr.  Caeusi.  Since  you  have  been  down  here  in  "Washinston,  Mr. 
Tuttle,  you  have  been  surrounded  by  new  men  in  the  way  of  directors 
of  these  companies;  is  that  not  so? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Some  of  the  men  are  of  local  prominence,  such  as 
Judge  Gould  and  Mr.  Harper? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Caeusi.  Do  you  know  whether  efforts  were  made  almost  from 
the  beginning  to  try  to  separate  these  men  from  your  companies^ 

Mr.  Tuttle.  There  were  those  efforts  made.  Col.  Harper  got 
letters  from  Hartford  from  people  that  had  never  known  him,  sug- 
gesting that  he  get  off  the  board  of  the  Commercial  Fire ;  and  Judge 
Gould  said  that  he  was  told  by  bankers  here  to  get  off  the  board ;  and 
that  Ealph  Lee,  the  agent  for  the  large  companies,  la'jored  with  him 
very  earnestly  to  get  off  the  board. 

Mr.  Beegee.  What  reasons  did  they  give  for  his  getting  off  the 
board?    Why  should  he  get  off  the  board? 

Mr.  Tuttle.  I  do  not  know  just  what  reasons  they  did  give  him. 
1  know  that  Judge 

Mr.  Caeusi  (interposing).  In  the  case  of  Judge  Gould,  do  you  not 
know  that  the  gentlemen  who  approached  him  carried  up  a  copy  of 
the  Protective  Corporation  report  and  Best's  report? 
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Mr.  TuTTLE.  He  carried  up  Best's  report  to  him. 

^Lv.  Caeusi.  I  believe  I  have  no  further  questions.  . 

Mr.  Proutt.  How  much  of  the  stock  of  the  Commercial  Fire  is 
owned  by  the  Protective  Corporation  or  the  stockholders  of  the  Pro- 
tective Corporation? 

Mr.  Trm.E.  Of  the  former  Protective  Corporation  ?  It  is  now  out 
of  business. 

Mr.  Prouty.  Yes ;  it  is  out  of  business  now. 

jNIr.  TuTTLE.  I  think  tliat  between  a  third  and  a  half  of  the  entire 
capital  of  the  company  is  owned  by  the  former  Protective  stock- 
holders. 

In  tliat  connection  I  will  state,  if  you  will  allow  me,  that  several 
of  the  directors  of  the  Protective  Corporation,  bankers  and  manu- 
facturers, have  purchased  Commercial  stock  within  the  last  year,  and 
those  men  were  of  course  entirely  familiar  with  the  whole  of  the 
operation  of  the  Protective  Corporation. 

Mr.  pRouTY.  The  Protective  Corporation  bought  18,827  shares  of 
the  20,000  shares  of  the  old  companies? 

Mr.  TuTTLE.  Yes,  sir. 

^h:  Prouty.  Tlie  next  issue  of  stock  was  for  $25,000,  Avas  it? 

Mr.  Turn.E.  Yes,  sir. 

^Ir.  Prouty.  And  that  was  all  taken  up  by  the  Protective? 

^Ir.  TuTTLE.  Yes,  sir;   at  $8  a  share. 

:Mr.  Prouty.  At  $8  a  share? 

.Mr.  TuTTLE.  $40,000. 

.Mr.  Prouty.  Can  you  give  thc'  date  of  that? 

Mr. 'J'uTTLE.  No;  I  could  not.    I  can  get  it  for  you. 

Mr.  Proi  T1-.  That  would  be  about  $1.55,  would  it  not?  I  have  not 
figured  it.    That  is  at  the  basis  of  about  $1.55. 

Mr.  Carusi.  It  would  be  $1.60,  would  it  not? 

Mr.  Proxty.  Yes;  it  would  be  $1.60. 

^ir.  TuTTLE.  Do  you  want  the  approximate  date  of  that,  Judge? 

]Mr.  Prouty.  If  convenient;  yes. 

^Ir.  Tittle.  The  summer  of  1911. 

ilr.  Prouty.  Tliat  would  make  the  Protective  Corporation  the 
owner  of  125,000  shares? 

]Mr.  Tuttle.  Not  quite,  because  there  were  some  shares  held  in 
Washington  that  we  ne^'er  were  able  to 

Mr.  Prouty  (interposing).  One  hundred  and  seventy-three,  I 
think. 

^Ir.  Tuttle.  A  few  shares ;  yes. 

^Ir.  Prouty.  Then,  I  notice  that  the  next  stock  that  was  sold  was 
sold  at  double? 

INIr.  Tuttle.  Yes,  sir. 

Mr.  Prouty.  Around  $2  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Prouty.  "Who  was  that  sold  to,  generally?  Did  the  Protec- 
tive people  take  much  of  that  ? 

Mr.  Tuttle.  Yes.    Thev  took  over  $100,000  of  it. 

Mr.  Prouty.  The  total'stock  of  the  company  is  $337,000,  is  it  not? 

Mr.  Tuttle.  Xow? 

Mr.  Prouty.  Yes. 

]\Ir.  Tuttle.  Xo;  it  is  430,000  by  the  December  31  statement. 
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Mr.  Peouty.  I  have  not  seen  that  statement.  I  have  only  the 
report  made  by  the  insurance  department  of  October  31.-  It  was 
337,000,  I  believe. 

I  notice  you  had  your  attention  called  to  the  fact  that  the  old 
directors  and  the  old  officers  remained  on  the  board  until  June,  1912. 

Mr.  Ttjttle.  Some  of  them. 

Mr.  PROtTTT.  How? 

Mr.  TuTTLE.  Some  of  them,  Judge. 

Mr.  Peoutt.  What  was  the  occasion  for  their  retiring  from  the 
board  in  June,  1912  ? 

Mr.  Ttjttle.  Mr.  Hoge,  the  president,  did  not  devote  very  much 
time  to  the  business,  practically  no  time  whatever,  and  he  and  his 
brother,  and  I  believe  one  other  director,^  were  not  reelected.  We 
wanted  to  put  other  people  in  whose  names,  without  any  reflection 
on  those  gentlemen,  because  they  are  very  worthy  gentlemen,  yet 
there  were  other  men  that  we  could  put  on  the  board  who  would  be 
of  more  advantage  to  the  company  according  to  our  way  of  thinking. 

Mr.  Proutt.  They  did  not  retire,  then,  voluntarily? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Peoutt.  I  have  not  it  here,  but  it  is  in  the  record,  a  contract 
that  was  made  between  the  firm  of  Tuttle,  Wightman  &  Dudley, 
known  as  the  underwriting  contract,  signed  by  Mr.  Hoge,  I  believe 
you  said? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Prouty.  At  that  time  the  Protective  Corporation  was  the 
owner  of  all  the  stock  of  the  company  except  those  173  shares? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Prouty.  And  you  were  the  president  of  the  Protective  Cor- 
poration ? 

Mr.  TuTixE.  Yes,  sir. 

Mr.  Prouty.  Did  you  or  did  you  not  have  the  voting  poAver  of  the 
Protective  Corporation  ? 

Mr.  Tuttle.  Personally? 

Mr.  Prouty.  Or  as  a  firm? 

Mr.  Tuttle.  I  do  not  think  we  did,  Judge.  The  finance  com- 
mittee of  the  Protective  Corporation,  of  which  I  was  a  member,  had 
the  voting  power,  as  I  recollect  it. 

Mr.  Prouty.  Who  did,  as  a  matter  of  fact,  exercise  the  voting 
power  of  this  stock? 

Mr.  Tuttle.  Of  the  Protective  stock? 

Mr.  Prouty.  Yes ;  of  the  Protective  stock.  I  do  not  exactly  mean 
it  in  that  way.  I  mean  of  the  Commercial  Fire  Insurance  Co., 
owned  by  the  Protective  Corporation. 

Mr.  Tuttle.  I  did. 

Mr.  Prouty.  You  elected  all  those  officers,  then,  practically  ? 

Mr.  Tuttle.  I  did. 

Mr.  Prouty.  Mr.  Hoge  was  one  of  your  choice  ? 

Mr.  Tuttle.  He  was  continued  in  office  with  my  consent. 

Mr.  Prouty.  By  your  vote? 

Mr.  Tuttle.  Yes ;  and  he  could  not  have  without  it. 

Mr.  Prouty.  How? 

Mr.  Tuttle.  And  he  could  not  have  remained  there  without  it. 

Mr.  Peouty.  He  could  not  have  remained  there  without  it? 

Mr.  Tuttle.  No,  sir. 
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Mr.  Peouty.  He  was  in  that  situation  at  the  time  he  signed  this 
contract  with  you  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Peotttt.  With  you  as  president  of  the  Protective  Corporation, 
I  mean  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Pkotjtt.  You  were  president  of  it  at  the  time  that  it  passed 
the  resolution  indorsing  or  authorizing  the  contract  that  was  made 
between  your  firm  and  the  Commercial? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Protjtt.  I  believe  that  was  the  executive  committee  that  gave 
that  consent,  if  I  remember  correctly? 

Mr.  Ttjttle.  You  are  speaking  about  that  indorsement  that  was 
on  the  contract? 

Mr.  Proxtty.  Yes. 

Mr.  TuTTLE.  I  never  knew,  or  at  least  I  had  totally  forgotten,  the 
indorsement  was  there,  and  I  do  not  know  it  yet,  only  I  believe  it 
from  the  testimony  yesterday. 

Mr.  Proutt.  It  is  there.  Do  you  recall  who  was  on  the  executive 
committee  at  that  time? 

Mr.  TuTTLE.  Of  the  Protective  Corporation? 

Mr.  Protjtt.  Yes ;  of  the  Protective  Corporation. 

Mr.  TuTTLE.  A  man  by  the  name  of  Virgil  Clymer;  a  man  by  the 
Baiue  of  Edward  Gaylord.  who  became,  by  appointment  of  the  Su- 
preme Court,  the  liquidating  director  of  the  Protective;  a  man  by 
the  name  uf  Fairlanib.  There  was  somebody  else,  but  I  can  not  think 
who  it  wa-'. 

Mr.  Piiot  TY.  As  a  matter  of  fact,  to  get  down  to  it,  you  were  presi- 
dent or  officially  connected  in  a  ranking  way  with  all  those  corpora- 
tions making  contracts  with  each  other  on  both  sides? 

Mr.  TuTTLE.  Yes,  sir. 

^Jr.  rnoTTV.  You  looked  after  both  sides,  I  suppose,  equally? 

ilr.  TuTTLE.  Why,  I  did  not  believe  that  I  was  entering  into  any 
contract  that  Avas  not  fair  not  only  to  myself  but  to  the  companies. 

^Ir.  Proity.  Suppose  there  became  a  little  question  in  your  mind 
on  that  subject,  which  way  would  you  probably  have  leaned — to  the 
one  that  was  to  pay  you  the  money  or  to  the  one  to  which  the  money 
was  to  be  paid? 

3Ir.  TrxTLE.  "Well,  I  think  that  I  would  realize  that  the  only  way 
in  which  I  could  continue  to  make  any  money  would  be  by  having 
a  prosperous  company  Ijehind  me. 

]\Ir.  Prouty.  If  you  got  enough  money  it  would  not  be  necessary 
for  it  to  be  prosperous,  would  it  ? 

]\Ir.  TuTTLE.  No:  it  would  not. 

;Mr.  Prouty.  In  other  words,  I  am  not  criticising  you  especially, 
but  I  am  criticizing  the  principle.  Or,  at  least,  I  am  suggesting  it  is 
an  improper  principle.  Do  you  think,  Mr.  Tuttle.  it  is  a  very  safe 
thing  for  a  man  representing  a  company  to  make  a  contract  with  him- 
self, the  proceeds  of  which  and  benefits  of  which  are  so  large  that 
they  could  be  put  in  at  $9,000,  as  a  pure  gratuity,  or  worth  that  on 
the  face  of  it.  without  any  further  work  or  investment  ? 

^Ir.  TuTTLE.  Judge,  it  dejoends  entirely  upon  the  proposition  itself, 
and  upon  the  man. 
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Mr.  Prouty.  Just  to  simplify  it,  let  me  ask  if,  just  as  soon  as  you 
got  this  contract,  without  having  done  anything  further  under  it, 
you  did  not  consider  it  worth  $9,000  ? 

Mr.  TuTTLE.  Yes,  sir;  although  the  past  results  would  not  seem  to 
bear  that  out,  but  I  believe  they  will  in  the  future. 

Mr.  Peotjty.  You  capitalized  it  on  that  basis,  if  I  have  got  the 
record  correct,  within  two  or  three  days  afterwards? 

Mr.  TtjTctij:.  Yes,  sir. 

Mr.  Prouty.  You  made  a  contract,  or  helped  to  a  contract,  as 
representative  of  the  company,  with  yourself  that  would  be  worth 
$9,000.  In  other  words,  that  you  could  sell,  and  did  sell  as  a  matter 
of  fact,  to  a  corporation  for  $9,000? 

Mr.  TuTTLE.  As  individuals  composing  a  firm  we  turned  it  over  to 
ourselves  as  a  corporation,  calling  it  worth  $9,000. 

Mr.  Protjty.  You  j&gured  that  you  had  won  $9,000  somewhere,  did 
you  not? 

Mr.  TuTTtE.  It  could  only  be  made  worth  $9,000  by  future  work 
we  would  put  into  it. 

Mr.  Prouty.  It  is  never  common  to  capitalize  into  a  stock  com- 
pany future  possible  profits  ? 

Mr.  Tuttle.  I  do  not  know.    They  do  all  kinds  of  things. 

Mr.  Prouty  (interposing).  In  the  District  of  Columbia;  is  that 
right?     But  that  is  not  business,  is  it,  Mr.  Tuttle? 

Mr.  TuTTtE.  They  capitalize  good  will  lots  of  times,  you  know, 
and  it  is  worth  it. 

Mr,  Prouty.  You  do  not  claim  that  this  was  good  will  ? 

Mr!  Tuttle.  No. 

Mr.  Prouty.  This  was  a  straight  contract? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Prouty.  Here  was  a  contract  that  you  made  with  yourselves 
on  one  side,  as  president  or  officer,  and  on  the  other  side  as  a  member 
of  the  firm,  which  the  very  minute  you  got  it  you  considered  worth 
$9,000  in  clean,  cold  cash? 

Mr.  Tuttle.  We  considered  it  would  be  worth  that  and  a  great 
deal  more,  as  we  had  a  chance  to  develop  it. 

Mr.  Prouty.  It  was  worth  that  without  doing  anythmg  more? 

Mr.  Tuttle.  No ;  it  was  not.  We  would  have  to  operate  under  it 
and  spend  a  lot  of  money  to  build  up  the  business  to  a  point  where  it 
would  be.  The  contract  was  not  worth  a  cent  to  stop  right  there  to 
liquidate  it.  ,       .        ,.  . 

Mr.  Prouty.  You  capitalized  it  at  $9,000  and  are  drawing  divi- 
dends tin  that  stock  it  was  capitalized  into,  are  you  not  ? 

Mr.  Tuttle.  No,  we  have  never  drawn  any  dividends  from  that 
source.  Judge. 

Mr.  Prouty.  I  am  assuming  that  there  have  been  some  dividends 

declared  in  that  company. 

Mr.  Tuttle.  Oh,  yes.  Yes,  indeed;  but  you  are  speaking  now  ot 
the  underwriting  contract  as  of  the  time  when  Tuttle,  Wightman  & 
Dudley  were  incorporated,  and  before  the  First  National  was  m  ex- 
istence. You  are  speaking  of  that  contract,  of  the  underwriting  and 
of  the  stock-selling  contract  of  the  Commercial. 

Mr.  Prouty.  That  is  specifically  what  I  am  talking  about. 

Mr.  Tuttle.  It  was  later  on  that  the  First  National  developed, 
and  it  is  from  that  source  that  the  dividends  have  been  declared. 
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Mr.  Prouty.  It  is  on  the  stock  of  that  same  company  ? 

Mr.  TuTTLE.  Yes.  sir:  from  later  developments. 

;\Ir.  Prouty.  And  that  stock  was  issued,  all  except  $1,000,  solely 
upon  the  svippcsed  commercial  value  of  a  contract  as  to  which  you 
liad  represented  both  sides.    Is  not  that  a  fair  analysis  ? 

Mr.  TuTTLE.  Yes." 

Mr.  Prouty.  Now,  then,  coming  on  to  the  next  contract  which  has 
been  called  to  my  attention,  which  was  the  stock-selling  contract 

Mr.  TuTTLE  (interposing).  Of  the  Commercial? 

Mr.  Prouty.  Yes;  of  the  Commercial.  At  the  time  that  your  com- 
pany made  that  contract.  ^Ir.  Hoge  was  still  president  of  the  com- 
pany ? 

Mr.  TuTTLE.  Yes.  sir. 

Mr.  Prouty.  He  was  elected  entirely  by  votes  that  you  held  in 
3'our  hands? 

jMr.  TuTTLE.  Yes,  sir. 

Mr.  Prouty.  And  he  held  his  office  absolutely  at  your  sufferance? 

Mr.  TuT'rLE.  Well,  yes ;  that  is  what  it  would  amount  to.  He  was 
elected  by  the  directors;  a  majority  of  the  directors  were  the  old 
directors.'  and  he  was  elected  by  them,  but  in  reality  that  is  right; 
it  would  resolve  itself  down  to  that  finally. 

Mr.  Prouty.  Do  you  think  a  man  thus  situated  is  in  a  proper  posi- 
tion to  properly  take  care  of  the  company  in  a  contract  between  his 
company  and  the  men  at  whose  hands  he  owes  his  office? 

Mr.  Tutti.e.  As  a  general  principle,  no. 

Mr.  Prouty.  Well,  I  am— — 

]Mr.  TuTTLE  (interposing).  In  this  specific  case  I  would  say  yes, 
because 

Mr.  Prouty  (interposing).  If  a  case  of  that  kind  would  be  toler- 
ated, it  would  only  be  on  acount  of  the  very  high  character  of  the 
men  on  both  sides  of  the  transaction? 

Mr.  TuTTLE.  Yes,  sir. 

]Mr.  Prouty.  If  a  man  were  unscrupulous  under  those  circum- 
stances, there  would  be  hardly  any  limit  to  the  man's 

Mr.  TuTTLE  (interposing).  He  could  do  anything  he  wanted  to. 

ilr.  Prouty.  Practically  anything  he  wanted  to? 

]\Ir.  Tuttle.  Yes,  sir. 

Mr.  Prouty.  And  these  contracts  therefore  should  be  judged  upon 
their  merit  rather  than  upoij  their  signatures? 

Mr.  Tuttle.  No  ;  because  I  would  not  admit  for  a  minute  and,  on 
the  other  hand,  would  deny  that  these  men  were  unscrupulous  or  that 
they  would  do  anything  that  they  wanted  to.  A  personal  equation 
enters  into  these  contracts.  I  think  Mr.  Hoge  is  a  thoroughly  honor- 
able man  and  an  independent  man. 

Mr.  Prouty.  I  am  assuming  that  you  are,  too,  according  to  your 
enlightenment ;  but  Mr.  Hoge's  signature  to  that  contract  does  not 
necessarily  mean  that  that  was  his  own  individual  and  free  judg- 
ment 'i 

Mr.  Tuttle.  No,  sir. 

]Mr.  Protlty.  Now,  come  on  down  to  the  time  when  you  made  the 
contract  with  the  First  National.  Who  was  the  president  of  the 
company  then  ? 

Mr.  Tuttle.  Of  the  First  National  ? 

ISIr.  Prouty.  Yes. 
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Mr.  TuTTLE.  There  was  not  any.  It  was  an  organization  com- 
mittee that  made  the  contract  witli  ns.  There  was  no  president  or 
secretary  and  no  officers  at  all. 

Mr.  Peouty.  Who  had  gotten  together  that  committee  ? 

Mr.  TuTTLE.  Mr.  Carusi  got 

Mr.  Peoutt  (interposing).  In  the  first  place,  who  got  Mr.  Carusi? 

Mr.  TuTTLE.  Well,  Mr.  Carusi — we  all  talked  it  over  with  Mr. 
Carusi,  the  idea  of  organizing  the  First  National,  and 

Mr.  Prouty  (interposing).  Who  conceived  this  institution? 

Mr.  TuTTLE.  The  First  National? 

Mr.  Peoutt.  Yes. 

Mr.  TuTTLE.  Dudley  takes  credit  for  having  been  the  original — 
not  Wilson  man — the  original  First  National  man,  and  I  claim  the 
credit,  and  I  do  not  know  just  which  one  did  get  there  first  with  the 
idea. 

Mr.  Peouty.  Anyhow,  it  was  one  of  your  firm? 

Mr.  TuTTLE.  Yes,  sir. 

Ml'.  Peouty.  Who  was  the  first  fellow  you  tackled  about  that  ? 

Mr.  Tuttle.  Mr.  Carusi. 

Mr.  Peouty.  Then  you  got  Mr.  Carusi  ? 

Mr.  TuiTLE.  Yes,  sir. 

Mr.  Peouty.  Now,  then,  go  ahead  from  there. 

Mr.  Tuttle.  Mr.  Carusi  saw  Gen.  Wynne.  I  do  not  know  who 
did  see  Col.  Harper.     I  got  Mr.  Shober 

Mr.  Peouty.  (interposing).  That  is  the  gentleman  from  Huron, 
S.  Dak. ;  is  that  the  man  ? 

Mr.  Tuttle.  Yes,  sir.  I  got  Mr.  Jordan,  and  then  we  commenced 
to  get  each  other,  I  guess,  from  that  time  on,  to  see  who  would  be 
agreeable  and  who  would  not  be,  and  finally  selected  the  committee 
that  was  selected. 

Mr.  Peouty.  This  committee  that  you  speak  of  was  then  made  up 
from  friends  that  had  been  suggested  by  yourselves  to  start  with,  and 
by  the  friends  that  they 

Mr. 'Tuttle  (interposing).  Personally  selected. 

Mr.  Peoui-y.  How  many  were  there  on  that  committee?  I  do  not 
remember. 

Mr.  Tuttle.  I  think  there  were  eight. 

Mr.  Peouty.  Eight? 

Mr.  Tuttle.  Or  seven,  I  think. 

Mr.  Peouty.  When  was  the  company  incorporated  ? 

Mr.  Tuttle.  In  July  last. 

Mr.  Peouty.  Who  was  the  first  president  ? 

Mr.  Tuttle.  Robert  J.  Wynne. 
'  Mr.  Peouty.  Was  he  one  of  this  committee  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Peouty.  How  many  were  there  on  the  board  of  directors? 

Mr.  Tuttle.  I  think  there  were  15. 

Mr.  Peouty.  Were  all  of  those  promoters  or  committee  on  the 
board  ? 

Mr.  Tuttle.  Yes,  sir.  No,  sir.  Eldredge  Jordan  resigned  in 
July  at  the  time  that  we  were  merging  from  an  organization  com- 
mittee into  a  board  of  directors,  and  stated  that  he  had  not  been 
able  to  attend  any  of  the  meetings— and  he  never  had— of  the  organi- 
zation committee,  and  that  he  did  not  have  time  to  attend  them,  and 
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he  would  like  to  have  his  resignation  accepted,  and  it  was  accepted 
at  the  August  meeting,  the  first  meeting  following.  Otherwise  they 
were  all  members — the  organization  committee  were  made  directors. 
Mr.  Peouty.  And  a  vote  was  taken,  as  I  understand  it,  of  the  direc- 
tors of  the  corporation  to  ratify  the  contract  which  formerly  had 
been  made  by  the  promoters  ? 
Mr.  TuTTUE.  Yes,  sir. 

Mr.  Peouty.  Has  the  firm  or  corporation  of  Tuttle,  Wightman  & 
Dudley  ever  declared  any  dividend? 
Mr.  Tuttle.  Yes,  sir. 
Mr.  Peouty.  When,  and  how  much? 

Mr.  Tuttle.  Xearly  every  month,  but  I  do  not  know  just  how 
much  each  month,  nor  do  I  know  just  how  much  in  total,  but  I  can 
get  those  figures. 

Mr.  Peouty.  Well,  state  the  amount  approximately,  so  that  I  may 
have  some  idea  for  the  purpose  of  my  examination. 

Mr.  Tuttle.  I  think  I  can  tell  by  remembering  what  I  got. 
Mr.  Peouty.  Yes :  that  will  help  some,  probably. 
]\Ir.  Tuttle.  i  thinlj  I  got  about  $25,000.  That  would  be  about 
$75,000;  ye<:  about  $7G,000. 

Mr.  Peouty.  That  was  declared,  as  I  understand,  on  a  paid-in 
capital  of  s^l.OOO  cash  ^ 
Mr.  Tuttle.  Yfs.  sir. 

]\Ir.  PitiiuTY.  And  >^0.000  supposed  benefit  in  the  Commercial  con- 
tract? 

Mr.  Tuttle.  Yes.  sir;  and  four  years'  hard  work  without  a  "sou 
marquee "'  in  between. 

yir.  Peouty.  Let  me  see.    That  is  about  700  per  cent  on  the  capital 
stock? 
Mr.  Tuttle.  I  do  not  know. 

ilr.  Peouty.  "What  did  you  say  was  the  amount  that  had  been  de- 
clared in  dividends? 
Mr.  Tuttle.  About  $75,000. 

Mr.  Peouty.  That  would  be  750  per  cent,  would  it  not? 
Mr.  Tuttle,  I  am  testifying  as  an  estimate,  you  know.    I  do  not 
say  that  that  is  exactly  the  amount  of  dividends. 

Mr.   Peouty.  But   for  the  purposes  of  my  inquiry  that  is  near 
enough.    That  is  to  say,  for  instance,  take  Mr.  Carusi's  $750  of  stock 
in  that  company,  there  has  been  paid  $6,000  of  dividends  on  that? 
Mr.  Tuttle.  To  him? 
'Mv.  Peouty.  Yes. 
Mr.  Tuttle.  I  do  not  know  it. 
Mr.  Peouty.  Would  that  be  about  what  it  would  be  ? 
Mr.  Tuttle.  I  do  not  know.    I  presume  it  is.    I  had  never  figured 
it  out. 

Mr.  Peouty.  And  Judge  Gould — there  was  given  him  $100  worth 
of  stock,  was  it  ? 
Mr.  Tuttle.  $100  worth  of  stock. 

Mr.  Peouty.  On  that  he  has  drawn  dividends,  if  your  theory  is 
correct,  of  $750  ? 

]Mr.  Tuttle.  I  -hould  think  so. 

Mr.  Peouty.  Within  a  little  over  a  year.     Mr.  Davis,  I  believe, 
you  spoke  about  as  being  one  of  the  stockholders  ? 
Mr.  Tuttle.  Yes.  sir. 
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Mr.  Peotjty.  Is  he  the  one  that  is  assistant  secretary  of  the  com- 
pany? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Peouty.  Then,  if  I  have  got  this  sized  up  correctly,  every- 
body connected  with  the  corporation  ofTuttle,  Wightman  &  Dud- 
ley is  also  an  officer  of  the  insurance  company? 

Mr.  TuTTUE.  Mr.  Davis  is  not  an  officer  of  the  Commercial  Fire. 
He  is  assistant  secretary  of  the  First  National.  Mr.  Wightman  is 
not  an  officer  of  either  company. 

Mr.  Peouty.  He  is  not  an  officer  of  either  company  ? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Peouty.  Mr.  Dudley  is? 

Mr.  TuTi't.E.  Mr.  Dudley  is. 

Mr.  Peouty.  Isn't  Mr.  Wightman  on  either  of  the  boards  of  di- 
rectors ? 

Mr.  TuTTiJS.  Yes,  sir;  both. 

Mr.  Peouty.  On  the  boards  of  directors? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Peouty.  Mr.  Tuttle,  as  a  business  man,  suppose  there  would 
be  a  real  conflict  about  the  amount  of  money  under  these  contracts 
coming  to  Tuttle,  Wightman  &  Dudley — ^that  a  real  conflict  would 
arise  between  the  company  and  your  concern  on  that  proposition — to 
whom  would  that  subject  be  referred;  what  disinterested  person 
would  be  there  to  take  care  of  the  company? 

Mr.  Tuttle.  The  contract,  of  course,  speaks  for  itself,  and  we 
would  have  to  operate  strictly  according  to  the  contract. 

Mr.  Peouty.  I  have  read  the  contract,  Mr.  Tuttle,  and  have  had 
some  experience  in  the  business.  I  can  see  a  good  many  clauses  there 
where  there  would  be  an  honest  difference  between  honest  men. 
Several  things  have  occurred  to  me  as  I  have  looked  it  over.  If  a 
case  of  that  kind  would  occur,  where  would  be  the  disinterested  man 
to  look  after  the  interests  of  the  company? 

Mr.  Tuttle.  If  it  was  sufficiently  large  to  amount  to  anything,  I 
suppose  that — I  have  forgotten  the  contract,  this  part  of  it.  Is  there 
an  arbitration  clause  in  it? 

Mr.  Peouty.  No;  not  that  I  have  seen. 

Mr.  Tuttle.  The  board  of  directors  would  have  to  pass  upon  the 
differences,  if  any  arose. 

Mr.  Peouty.  But,  if  I  have,  diagnosed  it  correctly,  the  effective 
part  of  the  board  of  directors  are  as  much  interested  as  Tuttle, 
Wightman  &  Dudley. 

Mr.  Tuttle.  No,  Judge  Prouty ;  I  do  not  think  so.  You  take  men 
like. there  are  on  our  board — Col.  Harper  and  Justice  Atkinson  and 
Mr.  Wynne — and,  even  leaving  Tuttle,  Wightman  &  Dudley  and 
Judge  Gould  and  Mr.  Carusi  out  of  it  entirely,  I  do  not  think  there 
is  any  one  of  these  men  who  would  stultify  himself  by  agreeing  to 
do  something  he  did  not  think  was  businesslike  and  proper. 

Mr.  Peouty.  As  a  matter  of  fact,  they  are  not  there  and  taking 
an  active  part  in  the  management  of  the  company. 

Mr.  Tuttle.  They  do  every  week.  Every  week  those  men  come 
there  for  the  finance  committee  meetings  and  they  know  exactly 
what  is  going  on ;  and  then  every  month  there  is  a  full  attendance  of 
the  board.  The  reports  are  read  and  they  know  exactly  what  the 
condition  of  the  company  is,  and  what  is  going  on  at  all  times. 
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Mr.  Prouty.  "Well,  but  they  do  not  take  any  part  in  the  detail 
management  of  the  company,  do  they? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Prouty.  Let  me  ask  yon  this  question  to  make  it  simple :  Has 
there  ever  been  submitted  to  them  the  question  as  to  whether  a  cer- 
tain policy  should  or  should  not  be  canceled  ? 

Mr.  Ttjttle.  Yes ;  in  just  one  instance — that  is  all. 

Mr.  Prouty.  In  just  one  instance? 

Mr.  TuTTLE.  Yes. 

Mr.  Prouty.  Well,  the  very  rarity  of  that  instance  sho^vs  they  do 
not  keep  track  of  the  details  of  the  company  ? 

Mr.  Tuttle.  That  is  right  so  far  as  that  is  concerned. 

Mr.  Prouty.  Because  every  time  a  policy  is  canceled,  you  would  . 
lose  some  monej^,  would  you  not — the  firm  of  Tuttle,  Wightman  & 
Dudley  r 

Mr.  Tuttle.  Yes,  sir;  we  canceled  about  a  hundred  thousand 
dollars  of  premiums  last  year  because  we  did  not  think  the  business 
was  good.  And  yesterday  I  refused  reinsurance  for  a  hundred  thou- 
sand dollars  of  premiums  because  I  did  not  want  to  take  any  chances 
with  it.  We  would  have  made  a  lot  of  money  out  of  that  if  we  had 
taken  it. 

Mr.  Prouty.  All  I  have  to  say  is,  a  fellow  who  can  do  that  is  a 
pretty  good  man ;  it  takes  a  lot  of  nerve. 

Mr.  Tuttle.  I  do  not  say  it  to  get  any  credit  for  being  good  or 
anything  of  that  sort,  but  it  is  business  policy  to  do  it.  The  Com- 
mercial Fire  Insurance  Co.  has  got  to  be  made  a  great  big  company, 
and  a  solid,  sound  comj^any,  or  else  Tuttle,  Wightman  &  Dudley 
will  not  make  any  money.  They  would  make  a  little  bit  of  money 
one  year  and  that  would  be  the  end  of  it  if  you  burned  it  up. 

Mr.  Prouty.  Well,  getting  down  to  my  line  of  thought  again, 
every  time  that  a  policy  is  put  upon  the  books  that  is  extra  hazard- 
ous, the  company,  having  so  much  larger  interest  in  it  than  you 
have,  would  be  the  one  primarily  to  be  considered  as  to  whether  or 
not  that  policy  should  remain  there  or  be  canceled  ? 

Mr.  Tuttle.  Yes;  but 

Mr.  Prouty  (interposing).  In  other  words,  their  interests  are 
exactly  the  opposite  from  what  Tuttle,  Wightman  &  Dudley's  are? 

Mr.  Tuttle.  Yes;  but.  Judge  Prouty,  every  morning  in  the  mail 
there  is  a  stack  that  high  [illustrating]  of  daily  reports,  and  each 
one  of  those  daily  reports  represents  a  policy  written — it  is  a  copy 
of  a  policy  written.  Now,  it  would  be  a  physical  impossibility  for 
the  directors  to  go  through  that  stack  and  select  what  they  want 
and  what  they  do  not  want.  We  turn  them  over  to  experienced  men. 
who  do  make  selections  for  us,  and  reject  those  that  they  do  not  want, 
and 

Mr.  Prouty  (interposing).  Well,  Mr.  Tuttle,  you  are  getting  right 
at  the  kernel  of  this  thought  of  mine.  Do  you  not  think  it  would 
be  safer  to  have  a  man  there  who  represented  the  company,  passing 
on  those  things,  than  some  fellow  interested  on  the  other  side? 

Mr.  Tuttle.  No  ;  I  do  not.  I  know  just  what  you  think,  and  just 
how  you  think  it,  but  I  beg  j^our  pardon,  you  are  wrong.  Maybe  you 
have  the  same  right  to  think  I  am  wrong,  but  I  believe  that  we,  who 
are  vitally  interested  in  that  company  and  in  seeing  it  become  big, 
with  our  experience,  are  better  qualified  to  pass  upon  it  than  some 
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man  who  is  on  a  salary,  and  who  will  never  get  any  further  in  his 
life,  and  to  whom  it  does  not  make  any  difference,  or,  at  least,  \'ery 
much  difference,  whether  the  company  gets  big  and  strong  or  not. 
He  will  get  his  salary  just  the  same. 

Mr.  PfiorrTY.  Of  course,  my  training  has  been  largely  in  the  legal 
profession.  But,  for  instance,  Mr.  Carusi  here,  whom  I  have  learned 
to  esteem  very  much  during  these  proceedings,  yet  I  would  not  be 
quite  willing  to  have  him  look  after  my  interests  while  he  was  re- 
tained by  the  other  fellow.    Now,  does  not  that  apply  in  business? 

Mr.  TuTTLE.  No ;  to  my  mind  it  does  not  apply  in  the  fire  insurance 
business.  Some  of  the  most  successful  of  the  companies  are  operating 
exactly  as  we  are  operating.    I  can  name  dozens 

Mr.  Peouty  (interposing).  Oh,  I  think  it  does  occur  sometimes,  an 
attorney  may  represent  the  other  fellow  fairly  when  he  is  in  court, 
but  do  you  think  that  that  could  be  trusted  as  a  general  proposition 
of  business? 

Mr.  TuTTLE.  I  know  that  it  is  done  in  the  case  of  a  dozen  different 
companies,  and  they  are  successful. 

Mr.  Peoutt.  Do  you  not  think  it  would  be  a  good  deal  wiser  to 
have  the  interests  of  the  men  that  are  running  the  company,  their  in- 
dividual interests,  parallel  the  interests  of  the  company  that  they  are 
running,  rather  than  to  some  extent  be  the  opposite  ? 

Mr.  TuTTLE.  Yes,  sir;  and  our  interests  are  exactly  parallel  with 
those  of  the.Commercial  Fire  Insurance  Co.  and  with  the  stockhold- 
ers of  that  company. 

Mr.  Peouty.  Well — always? 

Mr.  Tdttle.  Yes,  sir. 

Mr.  Peouty.  The  more  money  you  got  the  less  they  would  have, 
would  they  not? 

Mr.  TuTTLE.  No ;  not  necessarily. 

Mr.  Peouty.  Well,  the  more  you  got  out  of  a  particular  transac- 
tion the  less  they  would  have  left  of  it? 

Mr.  TuTTLE.  Yes. 

Mr.  Peouty.  To  make  it  very  simple,  for  instance,  supposing  you, 
as  the  paid  officer  of  this  company,  on  a  definite  salary  had  accom- 
plished just  the  work  that  you  have  done,  this  $113,000,  less  your 
salary,  would  belong  to  the  company,  would  it  not  ? 

Mr.  Tuttle.  Now  you  are  getting  out  of  the  underwriting  into 
the  stock  selling.    That  is  the  First  National. 

Mr.  Peouty.  Well,  I  am  talking  about  both  of  them.  They  ai'e 
both  made  up  of  the  same  people  and  their  interests  are  the  same. 

Mr.  TuiTLE.  Now,  in  the  first  place.  Judge  Prouty,  the  companies, 
or  that  organization  committee,  would  never  have  employed  us  at  a 
salary  and  have  advanced  the  money  to  try  to  sell  that  stock  and 
bought  thousands  and  thousands  of  dollars  worth  of  postage.  They 
are  very  estimable  gentlemen,  but  they  could  not  pry  themselves 
loose  from  enough  money  to  do  that.  We  took  that  chance,  and  if 
we  had  not  made  good  and  had  not  sold  the  stock,  we  would  have 
been 

Mr.  Peouty  (interposing).  But  this  contract  specifically  xjrovides 
that  you  shall  be  reimbursed  for  the  money  you  pay  out,  not  to 
exceed  12^  per  cent. 

Mr.  Tuttle.  Out  of  the  profitable  results  of  it. 
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Mr.  Pkouty.  Oh,  well,  does  anybody  suppose  that  you  can  not  sell 
stock  for  as  much  as  it  costs  to  sell  it  ?  You  certainly  would  sell  some 
stock,  even  if  you  had  been  the  representative  of  the  company  in- 
stead of  the  representative  of  Tuttle,  Wightman  &  Dudley  ? 

Mr.  Tuttle.  Well,  we  tried  to  sell  the  Commercial  Fire  stock  by 
mail,  and  Tuttle,  Wightman  &  Dudley  lost  $5,000  or  $6,000  at  that 
effort;  could  not  sell  it. 

Mr.  Prouty.  Is  it  not  barely  possible  that  the  very  fact  that  there 
was  this  mixture  in  the  situation  deterred,  to  some  extent,  careful 
investors  from  investing? 

Mr.  Tuttle.  What  mixture.  Judge? 

Mr.  Prouty.  Well,  the  fact  that  there  was  a  wheel  within  a  wheel, 
ii  ground  floor  and  a  basement? 

Mr.  Tuttle.  There  was  no  ground  floor  and  basement,  so  far  as 
the  stock  was  concerned,  the  price  of  it. 

Mr.  Prouty.  Well,  there  was  a  wheel  within  a  wheel;  that  is 
apparent.     That  illustration  is  certainly  a  fair  one. 

Mr.  Tuttle.  You  mean  as  regards  Tuttle,  Wightman  &  Dudley's 
underwriting  contract  and  stock-selling  contract  were  concerned? 

Mr.  Prouty.  Yes. 

Mr.  Tuttle.  'Well,  I  do  not  know  whether  that  deterred  people 
from  buying  it  or  not. 

Mr.  Prouty.  Do  you  not  think  there  would  be  danger  of  it? 

Mr.  Tuttle.  Of  its  having  that  effect  on  their  minds? 

Mr.  Prouty.  Yes. 

Mr.  Tui'rLE.  There  might  be. 

Mr.  Prouty.  Might  that  not.  to  some  extent,  account  for  the  slow- 
ness with  which  you  sold  the  Commercial? 

Mv.  Tuttle.  It  might.     I  do  not  know  whether  it  would  or  not. 

Mr.  Prouty.  Did  iMr.  Davis  buy  his  stock,  or  was  it  given  to  him? 

Mr.  Tuttle.  Given  to  him.     He  is  our  bookkeeper. 

Mr.  Prouty.  In  Tuttle,  Wightman  &  Dudley  ? 

Mr.  Tuttle.  It  was  given  to  him. 

Mr.  Prouty.  Who  gave  it  to  him? 

Mr.  Tuttle.  Tuttle,  Wightman  &  Dudley,  out  of  the  treasury 
stock,  you  might  call  it — part  of  the  stock. 

Mr.  Prouty.  Now,  in  my  chasing  around  here  yesterday,  I  found 
that  he  was  really  the  only  fellow  down  there  who  seemed  to  stand 
as  a  protective  member  of  the  insurance  company. 

Mr.  Tuttle.  What  is  that  judge?    Davis? 

Mr.  Prouty.  In  my  cross-examination  of  a  gentleman  here  j^es- 
terday  I  finally  got  it  down  to  Davis  as  being  the  man  who  was  going 
to  stand  as  the. disinterested  party.  That  is,  I  asked  him  in  the  case 
of  a  contioversy  whom  he  would  appeal  to  and  he  said  he  would  ap- 
peal to  you,  and  I  said,  "  Who  would  be  there  representing  the  com- 
pany ?  "  and  he  said,  "  Mr.  Davis."  Now,  if  I  have  understood  it  cor- 
rectly, this  man  Davis  is  the  same  fellow  to  whom  you  have  given 
a  hundred  dollars'  worth  of  stock. 

Mr.  Tuttle.  Well,  I  do  not  remember  that  part  of  the  testimony, 
but  that  is  not  so,  at  all,  because 

Mr.  Prouty  (interposing).  It  is  just  $10  worth  instead  of  a  hun- 
dred dollars'  worth. 

Mr.  Tuttle.  Yes,  sir. 
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Mr.  Proutt.  I  got  the  figures  wrong;  we  are  so  accustomed  to 
having  shared  of  a  hundred  dollars  apiece  out  in  our  country  that 
that  sum  was  on  my  mind.  Who  paid  in  this  $1,000  that  we  have 
heard  some  discussion  about? 

Mr.  TuTTLE.  Tuttle,  Wightman  &  Dudley,  as  a  firm,  you  know. 

Mr.  Peouty.  There  was  not  any  money  put  in  by  anybody  else ''. 

Mr.  Tuttle.  No,  sir. 

Mr.  Peouty.  Aiid  you  hare  paid  about  $75,000  in  dividends? 

Mr.  Tuttle.  I  think  so. 

Mr.  Peouty.  Have  you  got  any  surplus  on  hand,  undivided  ? 

Mr.  Tuttle.  I  do  not  know  whether  Ave  have  or  not.  A  little;  not 
much. 

Mr.  Peouty.  I  think  that  is  all 

Mr.  Beegee.  I  have  a  few  questions.  Mr.  Tuttle.  what  did  you 
need  two  fire  insurance  companies  for  ?  You  jvist  had  gotten  hold  of 
an  old  company,  the  Commercial  Co.,  that  needed  building  up,  as 
you  say,  and  that  you  intended  to  build  up — to  make  a  million-dollar 
company  out  of  it.    Now,  why  did  you  start  another  one  ? 

Mr.  Tuttle.  For  tlie  same  reason,  Mr.  Berger,  that  the  Milwaukee 
Mechanics'  Insurance  Co.,  of  Milwaukee,  started  the  Milwaukee  Five 
Insurance  Co.  In  many  cities  the  local  agents  have  a  rule  that  one 
company  can  not  have  more  than  one  agent  in  that  city;  what  they 
call  the  "  sole  agency  rule."  Now,  every  agent  controls  a  certain  line 
of  business — preferred  business — that  the  companies  are  anxious  to 
get.  Every  agent  has  his  friends,  and  if  a  company  can  have  two 
agents  in  a  city  it  is  going  to  get  twice  as  much  preferred  business 
as  though  it  had  but  one  agent. 

By  having  two  companies  and  putting  them  in  different  agencies 
in  that  same  city.  For  example,  if  v.  e  went  into  Milwaukee  and  had 
Chris.  Schroeder  as  agent  for  the  First  National  and  somebody  else 
as  agent  for  the  Commercial  Fire,  we  would  tell  Chris.  Schroeder 
to  write  twice  as  much  on  every  dwelling  as  he  ordinarily  would,  say 
in  the  First  National.  Then  we  would  reinsure  that  in  the  Commer- 
cial Fire.  In  other  words,  we  would  spread  our  net  wider  for  pre- 
ferred business;  and  I  just  .want  to  say  that  the  Milwaukee  Me- 
chanics' and  the  Milwaukee  Fire  Insurance  Cos.  are  not  the  only 
companies  that  do  that;  it  has  become  general.  For  instance,  the 
Continental  organized  the  Fidelity-Phenix ;  then  several  Philadel- 
phia companies  have  organized  what  they  call  "  running  mates."  It 
helps  to  reduce  expenses  and  they  get  bigger  and  better  business. 

Mr.  Beegee.  Now,  Mr.  Tuttle,  would  not  that  hold  good  for  a  tliird 
and  fourth  company,  then  ? 
Mr.  Tuttle.  Yes ;  it  would. 

Mr.  Beegee.  Then,  it  would  pay  you  to  start  a  third  and  a  fourth 
company  for  the  same  purpose,  or  a  chain  of  companies  ? 

Mr.  Tuttle.  Well,  it  would,  except  that  there  is  a  limit  to  human 
endeavor. 

Mr.  Beegee.  Yes;  I  suppose  so.    Well,  you  said  that  you  tried  to 
sell  the  Commercial  stock  by  mail  and  did  not  succeed. 
Mr.  Tuttle.  Yes,  sir. 

Mr.  Beegee.  Well,  why  could  you  sell  the  First  National  by  mail 
and  not  the  Commercial — the  same  people  ? 
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]Mr.  Ttjttle.  Well,  I  have  often  asked  mj'self  that  question.  We 
could  not  do  it.  It  may  be  that  it  was  because  the  Coftimercial  was 
an  old  company. 

Mr.  Beegee.  That  should  be  in  its  favor. 

Mr.  TuTiTjj.  "Well,  it  should  be,  but  for  some  reason  or  other  it  was 
not ;  wo  could  not  do  it. 

ilr.  Beegee.  AVliat  was  the  reason  for  raising  the  price  of  the  stock 
from  if.-)  to  $8  ? 

^fr.  TuTi'LE.  Well,  we  did  not  raise  it  from  that,  Mr.  Berger. 
AA'^hen  1  was  dickering  to  buy  the  Commercial  Fire  Mr.  Hoge  ant! 
his  associates  wanted  $8  a  share,  and  two  of  the  directors  of  the 
Protect] v(>  who  were  down  here  with  me  advised  me  to  accept  that, 
to  pay  that,  but  I  said  no;  that  I  would  give  them  $7.75  a  share; 
and  the}  would  not  take  it  then,  but  afterwards  wired  me,  after  they 
had  consulted  with  a  number  of  their  other  stockholders — they  after- 
wards wired  me  that  they  would  take  it;  so  that  we  did  not  raise  the 
price  from  $5  to  $8. 

Mr.  Beegee.  You  just  bought  it  at  that  price? 

^Ir.  Tuttle.  Yes,  sir. 

^Ir.  Beegee.  Wiy  did  you  raise  it,  then,  from  8  to  10?  Did  the 
business  warrant  it? 

Mi:  Tuttle.  Because  we  were  branching  out  and  establishing 
agents  ;ind  increasing  the  business. 

Mr.  Beegee.  That  is  why  you  did  it? 

Air.  Tuttle.  Yes,  sir. 

^Ir.  Bekgee.  You  did  not  pay  any  more  dividends? 

INfr.  Tuttle.  Xo. 

Jlr.  Beegee.  I  mean  the  business  or  the  income  did  not  warrant  it? 

Air.  I'liTTLE.  The  prospects  warranted  it. 

^[r.  Beegee.  The  prospects  warranted  it? 

^[r.  Tuttle.  Yes. 

^fr.  Beegee.  Did  Judge  Gould  get  any  promoter's  stock?  He  did 
not  pay  for  his  stock,  did  he? 

Mr.  TuiTLE.  He  paid  for  his  stoclc,  Mr.  Berger,  and  every  man 
paid  for  his  stock,  the  same  as  everybody  else. 

Mr.  Beeger.  "\A"ell,  he  did  not  pay  for  his  stock  in  Tuttle,  Wight- 
man  &  Dudlej'? 

Mr.  Tuttle.  No;  that  stock  has  never  been  for  sale,  anyhow; 
never  was  put  on  the  market  at  all. 

Mr.  Beegee.  He  paid  for  his  stock  in  the 

Mr.  Tuttle  (interposing).  In  the  Commercial  and  First  National. 

Mr.  Beegei!.  Oh,  yes;  I  see.  Xow,  ;Mr.  Tuttle,  you  stated  here 
that  you  paid  tlie  first  six  months  a  dividend  of  4  per  cent,  and  then 
a  dividend  of  6  per  cent  in  the  second  six  months,  in  1911. 

]Mr.  Tuttle.  Yes.  sir;  at  tlie  end  of  1911. 

:\[r.  Beegee.  At  the  end  of  1911? 

!Mr.  Tuttle.  Yes. 

Mr.  Beegee.  N^ow,  that  dividend  was  not  paid  out  of  profits,  be- 
cause you  did  not  have  any  profits  ? 

^Ir.  Tuttle.  Yes ;  it  was  paid  out  of  profits. 

]Mr.  Beegee.  It  was  paid  out  of  profits? 

^Ir.  Tuttle.  Yes ;  out  of  the  accumulated  profits. 

Mr.  Beegee.  Did  you  have  enough  accumulated  profits  in  1911  to 
warrant  a  dividend  of  4  per  cent  during  the  first  six  months  and 
C  per  cent  during  the  other  half    ** ''  ^ 
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Mr.  TuTTLE.  Yes,  sir. 

Mr.  Beegbe.  Now,  you  said — I  do  not  know  whether  I  am  repeat- 
ing verbatim — that  Mr.  Hoge,  the  president,  was  a  perfectly  honor- 
able man,  but  you  got  rid  of  him  because  you  wanted  another  man  or 
a  better  man  as  director  than  Mr.  Hoge — better  for  the  institution  ? 

Mr.  TuTTLE.  Well,  I  did  not  put  it  like  that  and  I  would  not  want 
that  to  go  into  the  record.    Mr.  Hoge  is  a  very  estimable  gentleman. 

Mr.  Beegee.  The  way  you  put  it  was  that  he  was  a  perfectly  hon- 
orable man. 
,   Mr.  Tdttle.  Yes. 

Mr.  Beegee.  But  you  thought  other  names  would  be  better  for  the 
company  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Beegee.  More  profitable  to  the  company?  Did  I  understand 
that  right? 

Mr.  TuTTLE.  For  example,  we  put  on  the  board  a  man  who  con- 
trols a  lot  of  fire  insurance  here  in  the  city,  a  large  property  owner, 
and  we  knew  we  could  get  his  insurance  by  doing  that. 

Mr.  Beegee.  In  other  words,  you  wanted  to  strengthen  the  institu- 
tion by  getting  names  that  controlled  fire  insurance  business  ? 

Mr.  TuTTLE.  That  was  one  reason. 

Mr.  Beegee.  That  was  one  reason  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Beegee.  Of  course,  you  had  it  in  your  power,  as  you  stated 
in  answer  to  Judge  Prouty,  to  elect  anybody  you  pleased  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Beegee.  Now,  how  much  money  did  you  draw  during  the 
three  years  out  of  Tuttle,  Wightman  &  Dudley — the  last  3^  years  ? 

Mr.  Tuttle.  "Well,  for  the  first  six  months  after  we  came  to  Wash- 
ington and  were  building  up  the  Commercial  Fire  Insurance  Co.  we 
did  not  draw  a  cent,  and  we  did  not  make  a  cent,  and  we  had  to  live 
the  best  we  could.  After  that  we  have  drawn  altogether,  I  should 
imagine 

Mr.  Beegee  (interposing).  I  mean  yoUj  for  your  part? 

Mr.  Tuttle.  Just  me  ? 

Mr.  Beegee.  Yes. 

Mr.  Tuttle.  Well,  I  got  a  thousand  dollars  a  year  salary  from  the 
Commercial.  I  have  been  president  of  it  six  months,  so  I  have 
drawn  $500  from  that  source — just  roughly  speaking,  round  numbers, 
you  know.  Then  I  have  drawn,  I  think,  $25,000  as  dividends  from 
Tuttle,  Wightman  &  Dudley  (Inc.). 

Mr.  Beegee.  Are  you  not  mistaken  as  to  that  sum  ? 

Mr.  Tuttle.  I  told  Judge  Prouty  that  I  did  not  know  exactly 
what  it  was,  but  that  I  thought  it  was  around  that  figure,  and  it  is 
around  that  figure. 

Mr.  Beegee.  Well,  it  is  about  thirty-three  thousand,  is  it  not? 

Mr.  Tuttle.  I  do  not  think  it  is. 

Mr.  Caeusi.  That  is,  dividends,  now  ? 

Mr.  Beegee.  Yes ;  the  dividends,  of  course. 

Mr.  Tuttle.  I  told  Judge  Prouty  that  I  would  get  the  figures  and 
bring  them  up  here,  but  I  do  not  know. 

Mr.  Beegee.  You  got  $500  out  of  the  Commercial.  How  much  did 
you  get  out  of  the  First  National  ? 

Mr.  Tuttle.  I  did  not  get  anything. 
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Mr.  Beeger.  You  did  not  get  anything  ? 

Mr.  TuTTi.E.  Xo. 

Mr.  Bebgee.  So  all  you  got  out  of  it  was,  then,  the  dividends  from 
your  firm? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Beegee.  And  the  $500  out  of  the  Commercial  ? 

Mr.  Tuttle.  Yes. 

Mr.  Beeger.  I  guess  that  is  all.  The  other  questions  were  asked 
by  Mr.  Proutj',  and  so  I  do  not  ha^'e  to  repeat  them.  That  is  all  I 
want. 

Mr.  Prouty.  I  want  to  ask  a  question  in  a  moment. 

Mr.  Caetjsi.  I  will  ask  one  question :  In  selling  the  stock  at  $10  a 
share,  that  had  to  allow  the  expense  of  selling  the  stock  to  come  out 
of  it,  did  it  not? ^ 

Mr.  Tuttle.  Yes. 

Mr.  Caeusi.  When  the  Protective  was  glad  to  offer  $8,  that  meant 
all  net  to  the  company  ? 

Mr.  Tuttle.  Yes,  sir ;  there  was  no  commission  on  that  at  all. 

Mr.  Carusi.  But  the  stock  you  sold  outside  had  to  be  sold  in  excess 
of  eight  in  order  to  net  the  company  eight? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  I*roi:ty.  ^Ir.  Tuttle,  Mr.  Carusi  has  just  handed  me,  in  pur- 
suaiuc  to  a  former  request,  the  advertising  bills  of  your  companies 
covei  ing  December  and  part  of  January.  I  notice,  for  instance,  that 
you  have  paid  the  "Washington  Post  !)^l.iy-'').99;  vou  haxe  paid  the 
Star  $1.491. 0.\  and  the  Times  $979.7:^^,  and  the  Herald  $1,653.20, 
making  a  total  in  the  month  and  a  half 

Ml'.  Berger  (interposing).  In  a  month  and  a  half  this  was,  Judge? 

Mr.  Pkoi  TV.  Yes:  a  month  a  half,  of  $5.2-K').97.  Is  that  your  ordi- 
nar\  advertising  rates  and  bills? 

Ml-.  Tuttle.  Xo.  sir. 

Mr.  Peoftv.  What  is  the  occasion  for  these  unusual  demands  upon 
printer's  ink? 

Mr.  TuTTT,E.  I  talked  the  matter  over  with  ]Mr.  Carasi,  our  general 
counsel,  and  told  him  that  -I  was  afraid  this  investigation  and  the 
newspaper  publicity  attendant  upon  it  would  cause  tiie  cancellation 
of  <ur  policies  in  the  city  of  Wa.shington.  and  he  advised  that  we 
advei-tise — advertise  the  Southern  Building,  and  advertise  the  com- 
panies and  the  companies'  statements — which  was  done.  I  do  not 
know  whether  it  has  any  bearing  on  it,  but  I  am  informed  that  the 
rental  income  of  the  Southern  Building  has  been  increased  $10,000 
since  this  investigation  began. 

Mr.  Prouty.  Well,  do  you  think  that  is  the  result  of  this  investi- 
gation or  of  this  advertising? 

Mr.  Tuttle.  I  do  not  know. 

Mr.  Peoutt.  Let  me  ask  you  this  simple  question :  AYere  you  fear- 
ftil  that  vou  would  not  get  advertising  enough  during  this  investiga- 
tion? 

Mr.  Tuttle.  I  will  tell  you.  Judge  Prouty 

Mr.  Peouty  (interposing) .  Were  you  fearful  that  you  would  not 
get  enough  advertising  during  this  hearing? 

Mr.  TunxE.  Well,  I  did  not  know  what  kind  we  would  get. 

]Mr.  Prouty.  Well,  did  you  think  you  could  improve  the  quality 
by  paying  these  amounts  to  the  various  newspapers  ? 
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Mr.  TuTTLE.  Improve  the  quality  of  what? 

Mr.  PEOtTTT.  Of  the  advertising  you  would  get  ? 

Mr.  TtTTTLE.  We  worded  our  own  advertisements. 

Mr.  Peoutt.  You  would  improve  the  quality,  then  ? 

Mr.  TuTTiuE.  Of  our  own  paid  advertisements  ? 

Mr.  Peoutt.  Yes. 

Mr.  TuTi'LE.  Well,  who  else  could  write  an  advertisement  for  us  ? 

Mr.  Peoutt.  Well,  advertising  is  one  thing  and  reporting  for  a 
newspaper  is  another. 

Mr.  TuTTLE.  We  have  not  done  any  reporting  for  a  newspaper. 

Mr.  Peoutt.  Well,  did  you  not  feel  that  you  would  get  justice  at 
the  hands  of  the  newspapers  in  these  various  reports,  without  ad- 
vertising? 

Mr.  TuTTLE.  Yes,  sir.    That  had  nothing  to  do  with  it. 

Mr.  Peoutt.  Well,  if  they  simply  reported  the  truth  in  these 
hearings  you  did  not  think  that  would  hurt  you,  did  you  ? 

Mr.  TuTTLE.  Not  a  bit. 

Mr.  Peoutt.  Well,  what  was  all  this  advertising  for?  Was  it  to 
.neutralize  the  supposed  injury? 

Mr.  Tuttle.  No,  sir.  It  was  to  save  our  business  from  being  can- 
celled. 

Mr.  Peoutt.  You  were  not  fearful  that  your  business  would  be 
ruined  by.  telling  the  truth,  were  you? 

Mr.  Tuttle.  No  ;  but  witnesses  would  go  on  the  stand  one  day  and 
swear  the  Southern  Building  was  not  there  at  all,  maybe;  that  the 
Southern  Building  was  not  worth  what  it  cost  and  people  would 
say,  "  Why,  the  company's  money  is  tied  up  in  that  bliilding  and  it  is 
not  worth  what  they  say.     So-and-so  says  so." 

Mr.  Peoutt.  Did  you  think  you  could  neutralize  that  kind  of  tes- 
timony by  paying  them  for  an  unsworn  advertisement  in  a  news- 
paper? 

Mr.  Tuttle.  We  thought  that  the  pic<?ure  of  the  Southern  Build- 
ing, with  the  words  we  wrote  under  it,  as  an  advertisement  would 
show  the  people  that  it  was  a  mighty  good  building  and  that  we  had 
a  good  investment. 

Mr.  Peoutt.  Well,  all  of  this  was  not  for  publishing  pictures  of 
the  Southern  Building,  because  there  is  only  a  very  small  amount  of 
it  for  that  purpose.  The  bulk  of  your  accounts  here  shows  it  is  for 
other  purposes.  Let  me  call  your  attention  to  a  few  of  them.  For 
instance,  for  the  Conunercial  Fire  with  the  Star  you  have  paid  out, 
or  contracted  to  pay  to  them,  $632.25  during  December  and  up  to  the 
21st  day  of  January.  Now,  that  was  not  for  publishing  pictures  of 
the  Southern  Building,  was  it? 

Mr.  Tuttle.  I  could  not  tell  you  that  without  an  itemized  bill 
before  me. 

Mr.  Peoutt.  Well,  I  hold  in  my  hand  here  a  bill  they  have  rendered 
against  the  Southern  Building  for  $536.70. 

Mr.  Tuttle.  Then,  evidently,  the  other  bill  was  for  the  publication 
of  our  statements — financial  statements — and  whatever  other  adver- 
tisements there  have  been. 

Mr.  Peoutt.  Well,  we  will  leave  out  that  item.  Now,  then,  I 
notice  the  First  National  Fire  Insurance  Co.  has  agreed  to  pay,  or 
they  have  rendered  a  bill  to  you  from  the  Star,  of  $323.10.  What 
was  that  for  ? 
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Mr.  TuTTLE.  Publishing  the  First  National  financial  statement. 

Mr.  Proutt.  The  statement  gotten  out  by  Mr.  Wolfe  ? 

^fr.  TuTTLE.  Yes,  sir;  that  and  the  prior  statements. 

Mr.  Proutt.  What  prior  statements  do  you  mean? 

Mr.  TtTTTLE.  Well,  we  have  been  publishing  every  once  in  a  while 
our  financial  statements,  but  have  published  mem  oftener,  of  course, 
in  the-  last  few  weeks. 

Mr.  Proutt.  I  notice  you  have  paid  the  Washington  Post  for  the 
Commercial  Fire  $665.07,  or  they  have  rendered  a  bill  for  that 
amount.     Do  you  know  what  that  was  for? 

Mr.  TuTTLE.  To  whom  is  the  bill  renderedj  Judge  Prouty? 

Mr.  Proutt.  That  was  to  the  Commercial  Fire. 

Mr.  TuTTLE.  I  assume  that  is  for  the  publication  of  the  state- 
ments— financial  statements. 

Mr.  Proutt.  Now,  you  do  not  mean  these  statements  gotten  up 
by  the  insurance  commissioner  of  Washington,  do  you?  You  do  not 
mean  those  that  were  gotten  up  last  November  ? 

Mr.  Tuttle.  Last  October. 

Ml'.  Proutt.  Well,  my  recollection  was  November  11. 

Mr.  Tuttle.  "We  publish  our  financial  statement;  it  would  not 
make  an  difference  who  got  it  up.  It  is  the  same  statement  that  we 
u-e  that  all  companies  advertise  in  their  own  town. 

Mr.  Proutt.  These  bills  here  show  very  clearly  that  they  were  for 
numerous  kinds  of  numbered  advertisements.  For  instance,  they 
have  them  numbered  here — 336,  315,  345,  144,  and  so  on.  Each  one 
of  them  means  a  different  advertisement,  does  it  not? 

Mr.  Tut-tle.  I  do  not  know.     I  never  saw  the  bills. 

Mr.  Carusi.  That  means  the  different  number  of  lines. 

Mr.  Proutt.  Well,  that  is  what  I  mean.  They  could  not  be  the 
same  advertisement  or  they  would  supposedly  be  the  same  number  of 
lines.  So  your  knowledge  must  be  somewhat  defective,  because  if 
they  were  simply  publishitig  your  statements  they  would  be  the 
same. 

Mr.  Tuttle.  I  could  not  admit  that, .  Judge  Prouty,  because  I 
believe,  from  my  recollection,  that  it  has  been  the  statements  that 
have  been  published  and  hardly  anything  else.  I  do  not  know  what 
kind  of  system  those  newspapers  may  have  of  putting  down  figures 
there.    That  might  mean  most  anything. 

Mr.  Proutt.  If  I  have  understood  you  correctly,  Mr.  Tuttle,  you 
have  gone  quite  frequently  to  the  newspapers  to  disseminate  informa- 
tion that  you  thought  might  neutralize  or  correct  statements  that 
might  otherwise  appear  in  the  press  concerning  this  investigation  ? 

Mr.  Tuttle.  No,  sir;  I  have  not.  I  have  not  been  near  a  news- 
paper office  or  talked  with  a  newspaper  man. 

Mr.  Proutt.  Well,  I  mean  your  concern. 

Mr.  Tuttle.  No,  sir ;  I  do  not  think  they  have ;  not  to  my  knowl- 
edge. 

Mr.  Proutt.  Who  pays  for  this  advertising? 

Mr.  Tuttle.  The  insurance  companies. 

Mr.  Pboutt.  Who  ordered  it? 

Mr.  Tuttle.  Some  one  of  us  ordered  it ;  either  Mr.  Grove,  the  secre- 
tary, or  Mr.  Dudley,  or 

Mr.  Proutt  (interposing) .  Has  there  been  a  meeting  of  your  board 
authorizing  a  special  newspaper  campaign? 
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Mr.  TuTTLE.  No ;  I  do  not  believe  there  has.  The  matter  has  been 
discussed  by  the  directors  as  a  very  good  thing  to  do,  however,  to  save 
our  business,  but  there  was  no  formal  action. 

Mr.  Peotjtt.  I  do  not  quite  understand  your  alarm.  Did  you  think 
that  this  investigation  would  develop  anything  which,  if  truthfully 
reported,  would  hurt  your  business  ? 

Mr.  Ttjttle.  Judge  Prouty,  yes;  if,  as  I  say,  a  man  goes  on  the 
stand  and  says  the  Southern  Building  is  not  worth  anywhere  near 
what  we  paid  for  it ;  that,  therefore,  the  company  has  not  got  proper 
assets  to  protect  its  policy  holders,  and  then  30  or  40  insurance  agents 
go  around  telling  policy  holders,  "  Cancel  your  policy  in  the  Com- 
mercial right  away ;  you  have  not  got  any  protection ;  if  you  had  a 
fire,  you  would  not  get  any  money,  because  it  would  not  be  any  good."^ 
We  were  justified  in  doing  everything  we  could  and  in  spending 
twice  as  much  money  to  save  our  local  business. 

Mr.  Pkoitty.  Has  anybody  sworn  the  building  was  not  worth  aa 
much  as  you  paid  for  it? 

Mr.  TuTTLE.  I  said  they  were  likely  to  do  that.  Yes ;  I  think  Mr., 
C.  J.  Bell  said  it  was  not  worth  over  a  million  four  hundred  thousand 
dollars.    That  is  my  recollection  of  his  testimony. 

Mr.  Peotjty.  I  was  not  here  during  the  early  days. 

Mr.  Douglas.  A  number  of  them  testified  it  was  worth  only  a 
million  four  hundred  thousand  dollars. 

Mr.  Beegee.  Oh,  yes. 

Mr.  Peouty.  Well,  did  you  suppose  you  could  neutralize  that 
sworn  testimony  by  paid  advertising? 

Mr.  TuTTLE.  Well,  sir,  we  did  do  it,  because  our  business  has  in- 
creased. We  have  had  a  few  cancellations,  but  people  have  come 
into  the  office,  property  owners  whom  we  have  never  before  insured,, 
and  they  have  said,  "  We  want  you  to  have  our  insurance  because  the 
gang  that  is  fighting  you  is  a  bad  gang,  and  we  want  to  patronize 
you  because  you  are  being  fought  by  them." 

Mr.  Peoutt.  Have  you  been  advertising  in  the  papers  that  the 
gang  was  after  you? 

Mr.  TuTTLE.  No,  sir.  The  people  knew  that  themselves,  or  they 
thought  they  did. 

Mr.  Peouty.  How  do  you  suppose  they  found  it  out  ? 

Mr.  TuTTLE.  By  experience  from  long  residence  in  Washington,  I 
suppose. 

Mr.  Peouty.  $5,000  in  little  over  a  month  is  a  good  deal  of  adver- 
tising, is  it  not  ? 

Mr.  TuTTLE.  Yes;  it  is  abnormal. 

Mr.  Peouty.  It  would  take  a  whole  lot  of  premiums  on  household 
goods  to  make  that  up,  would  it  not? 

Mr.  TuTTLE.  Well,  we  are  doing  about  $3,000  a  month  locally  now. 

Mr.  Peouty.  But  you  have  spent  more  than  that  in  advertismg  ? 

Mr.  Tuttle.  Yes;  just.in  that  one  period  of  a  month  and  a  half. 

Mr.  Peouty.  That  could  not  be  managed  that  way  all  the  time, 
could  it? 

Mr.  TuTTLE.  No,  sir ;  we  would  not  do  it  all  the  time. 

Mr.  Peouty.  You  would  have  to  get  over  it  some  time.  Have  you- 
in  convenient  form  the  various  advertisements  that  you  have  put 
in  the  newspapers  on  this  subject? 

Mr.  TuTTLE.  I  have  not,  but  I  think 
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Mr.  Peotjty  (interposing).  If  it  will  not  inconvenience  you  too 
much,  to-morrow  I  should  like  to  have  a  copy  of  the  advertisements 
that  have  been  paid  for  in  these  papers. 

Mr.  TuTTtE.  Yes,  sir ;  I  can  get  every  one  of  them. 

Mr.  Beegee.  WeU,  Mr.  Tuttle,  you  found  it  pays  to  advertise, 
anyway  ? 

Mr.  Tuttle.  Yes,  sir.  Mr.  Chairman,  may  I  make  a  little  state- 
ment? 

Mr.  Johnson.  Why,  that  is  the  purpose  of  your  being  on  the 
stand;  yes,  sir. 

Mr.  TDTTiiE.  I  desire  to  say  that  without  stock  selling  on  our  plan, 
no  company  would  ever  be  organized,  except  such  a  limited  number 
as  might  be  financed  by  a  few  rich  men,  and  those  companies  would 
be  apt  to  be  in  the  insurance  trust.  It  is  impossible  to  organize  a 
fire  insurance  company  by  popular  subscription  without  expense. 
Now,  Mr.  Chairman,  inasmuch  as  I  have  been  practically  accused  of 
being  a  professional  promoter,  I  ask  the  committee's  permission  to 
insert  in  the  record  two  short  letters,  one  from  Alfred  M.  Best,  dated 
June  8,  1909,  addressed  to  a  subscriber  to  his  reporting  agency,  and 
the  other  letter  from  the  Spectator  Co.,  dated  February  3,  1909,  to 
one  of  their  subscribers. 

Mr.  Pbouty.  Do  you  know  those  to  be  the  signatures  of  the  parties 
who  signed  the  letters  or  purport  to  have  signed  the  letters? 

Mr.  TuiTLE.  Sir? 

Mr.  Peouty.  Do  you  know  the  signatures  of  the  parties  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Peouty.  I  think  they  are  admissible. 

The  two  letters  referred  to  above  by  Mr.  Tuttle  appear  in  full 
below,  and  are  in  the  words  and  figures  following,  to  wit : 

[Correspondents  in  aU  important  cities  of  the  United  States,  and  in  London,  Paris,  and 
other  foreign  insurance  centers.  Alfred  M.  Best  Co.  (Inc.),  100  William  Street,  New 
York.  An  agency  reporting  upon  the  financial  responsibility,  reputation,  and  methods 
of  insurance  companies  and  iissociatinns  of  nil  classes,  rnblisliors  of  standard  Insur- 
ance works.] 

.Ttjne  8,  1909. 
Messrs.  Robert  K.  Grems  &  Co., 

Vernon,  \.  Y. 

In  re  Protective  Fire  Insurance  Co.,  S.vracnsp. 

Gentlesif.s  :  This  company  was  being  organized  by  Robert  R.  Tuttle,  of  Syra- 
cuse. Its  authorized  capital  is  $200,000;  the  par  value  of  the  stock  is  $10,  which 
Is  to  be  sold  at  $20  a  share,  which  will  provide  a  paid-in  surplus  equal  to  the 
capital.  Jlr.  Tuttle  has  been  in  the  insurance  business  for  years,  and  for  the 
last  12  years  has  been  head  of  :i  large  local  and  general  agency  business  in 
Syracuse.     He  is  in  very  excellent  repute. 

Trusting  this  information  may  be  of  some  service  to  you,  we  are, 
Yours,  very  truly. 


LHH/FMB.     F.  R.  C. 


Alfred  M.  Best  Co.   (Inc.), 
ByL.  H.  HoLTON. 


[Clifford  Thompson,  president:  Samuel  Elliott,  vice  president;  Arthur  L.  .T.  Smith,  seci'e- 
tary  and  treasurer.  Publishers  and  importers  of  standard  insurance  works.  13.5 
William  Street.] 

New  York.  Fchniarj/  3,  1009. 
^[r.  W.  J.  Habdt, 

Hardy  &  Co.,  Mutual  Life  BuiUTing,  Philadelphia,  Pa. 
Dear  Sib  :  In  reply  to  your  inquiry  in  reference  to  Mr.  Robert  R.  Tuttle,  of 
Syracuse,  N.  Y.,  will  say  that  our  acquaintance  with  Mr.  Tuttle  and  his  busi- 
ness methods  has  extended  over  a  considerable  number  of  years,  and  that  he 
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has  strongly  impressed  us  as  being  a  capable  underwriter  and  one  who  is  well 
qualified  to  direct  and  manage  affairs  extending  over  a  broad  territory.  The 
results  achieved  by  him  for  the  companies  he  has  represented  in  the  past  have 
been  exceptionally  profitable;  and  we  should  consider  his  connection  with  a 
fire  insurance  company  in  a  managerial  capacity  as  being  an  important  move 
in  the  direction  of  success,  from  an  underwriting  standpoint,  and  one  upon 
which  we  should  feel  inclined  to  congratulate  the  company. 

Trusting  that  this  is  a  sufficient  answer  to  your  inquiry,  we  remain, 
Yours,  very  truly, 

(Signed)  Arthur  L.  J.  Smith,  Manager. 

Mr.  Easbt-Smitu.  Mr.  Chairman,  I  have  a  witness  I  could  call, 
I  should  like  very  much  to  have  Col.  Judson  present  when  I  examine 
this  witness,  because  his  testimony  will  bear  very  strongly  upon 
some  testimony  given  by  Col.  Judson.  I  can  go  on  with  him  now, 
but  would  like  to  have  Col.  Judson  present,  so  that  he  may  cross- 
examine  him  if  he  desires  to. 

Mr.  Beegee.  I  move  that  we  adjourn  until  to-morrow  morning  at 
10  o'clock. 

Mr.  Peouty.  I  second  the  motion. 

Mr.  Johnson.  The  committee  stands  adjourned  until  to-morrow 
morning  at  10  o'clock. 

Whereupon,  at  4  o'clock  p.  m.,  the  subcommittee  adjourned  until 
Thur.sday  morning,  January  23,  1913,  at  10  o'clock. 
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INVESTIGATION  OF  INSURANCE  COMPANIES  AND  OFFICE  OF  COMMIS- 
SIONER OF  INSURANCE  IN  THE  DISTRICT  OF  COLUMBIA. 


Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  of  Representatives, 
Washington,  D.  C,  January  23, 1913. 
The  subcommittee  met  at  10  o'clock  a.  m.,  pursuant  to  the  ad- 
journment, Hon.  Ben.  Johnson  presiding. 

Present,  in  addition  to  the  members  of  the  subcommittee:  Mr. 
Francis  H.  Stephens,  assistant  corporation  counsel  of  the  District  of 
Columbia;  Mr.  J.  S.  Easby-Smith,  counsel  for  the  superintendent 
of  insurance  of  the  District  of  Columbia;  and  Messrs.  Charles  _A. 
Douglas  and  Charles  F.  Carusi,  representing  the  Commercial  Fire 
Insurance  Co.,  the  First  National  Fire  Insurance  Co.  of  the  United 
States,  and  the  Washington  Loan  &  Title  Co. 
Mr.  Johnson.  Mr.  Tuttle,  resume  the  stand,  please. 

STATEMENT  OF  ROBERT  R.  TUTTLE— Continued. 

Mr.  Redfeeld.  Mr.  Chairman,  shall  I  proceed  ? 

Mr.  Johnson.  Yes ;  if  you  please. 

Mr.  Eedfield.  Mr.  Tuttle,  I  think  you  were  questioned  yesterday 
afternoon  by  Judge  Prouty  on  the  subject  of  the  amount  of  money 
expended  by  the  corporation  of  Tuttle,  Wightman  &  Dudley  for 
advertising;  am  I  correct? 

Mr.  Tuttle.  No,  sir. 

Mr.  Eedfield.  What  are  the  facts  ? 

Mr.  Tuttle.  I  was  questioned  about  the  amount  of  money  ex- 
pended by  the  companies  for  advertising. 

Mr.  Redfield.  Not  by  Tuttle,  Dudley  &  Wightman  ? 

Mr.  Tuttle.  No. 

Mr.  Eedfield.  Did  you  testify  who  ordered  the  expenditure  made  ? 

Mr.  Tuttle.  I  believe  the  expenditure  was  made  at  the — at  my 
authorization,  after  talking  with  the  members  of  the  finance  com- 
mittee. 

Mr.  Eedfield.  With  whom  did  you  talk  about  that  advertising? 

Mr.  Tuttle.  I  talked  with  our  general  counsel 

Mr.  Eedfield  (interposing).  And  that  was  Mr.  Carusi  here,  of 
course  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  With  whom  else? 

Mr.  Tuttle.  I  believe  I  talked  v>'ith  Col.  Harper  and  with  the 
different  directors  as  they  would  come  into  the  office  from  day  to  day. 
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Mr.  Redfield.  Was  there  a  meeting  of  the  finance  committee  held 
upon  the  subject  ? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Redeield.  What  did  Mr.  Carusi  say  to  you  ? 

Mr.  TuTTLE.  He  thought  it  would  be  a  good  idea  to  advertise  at 
that  juncture. 

Mr.  Eedeield.  Well,  what  "  juncture  "  was  that  ? 

Mr.  Tuttle.  At  the  time  that  the  extensive  advertising  com- 
menced. 

Mr.  REDfrELD.  Yes;  but  what  was  the  "  juncture  "? 

Mr.  Tuttle.  The  investigation. 

Mr.  EEDriELD.  The  committee  understand  then  that  this  enlarged 
amount  of  advertising  was  recommended  to  you  by  Mr.  Carusi  and 
other  directors  of  the  insurance  companies  as  an  offset  or,  in  a  degree, 
an  answer  to  the  investigation  and  such  facts  as  it  might  disclose  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  What  was  it  done  for  ? 

Mi;.  Tuttle.  We  realized  that  during  the  so-called  prbsecution  one- 
sided testimony  would  come  out  and  we  wanted  the  public  to  know 
the  true  condition  of  the  company.  We  had  no  other  means  of  let- 
ting them  know  it  but  to  advertise  it. 

Mr.  Redfield.  Then,  was  your  object  to  get  before  the  public  the 
truth,  which  you  feared  the  investigation  might  conceal  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  Well,  state  fully  what  was  your  object  in  beginning 
this  campaign  cf  advertising,  which  you  have  testified  cost  something 
over  $5,000  m  a  month  and  a  half,  or  thereabouts.  What  was  said  to 
you  by  Mr.  Carusi  at  that  time  ?     Tell  it  fully,  please,  without  reserve. 

Mr.  Tuttle.  I  do  not  remember  that  he  said  anything  more  than 
when  I  suggested  to  him  the  advertising,  that  he  said  he  thought  it 
would  be  a  good  thing ;  it  would  save  our  policies  from  being  canceled. 

Mr.  Redfield.  Is  that  all  he  said  ? 

Mr.  Tuttle.  That  is  all  I  recollect. 

Mr.  Redfield.  What  did  Mr.  Harper  say  ? 

Mr.  Tuttle.  I  do  not  recollect  what  any  individual  said,  excepting 
that  they  seemed  to  think  it  was  a  good  idea. 

Mr.  Redfield.  And  they  left  it  to  you  to  decide  it,  did  they. 

Mr.  Tuttle.  Well,  I  did  decide  it. 

Mr.  Redfield.  Yes;  and  without  objection  on  their  part? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Now  is  it  or  is  it  not  a  fact,  Mr.  Tuttle,  that  the 
extent  of  that  advertising  varied  from  time  to  time,  according  to 
the  testimony  brought  out  in  the  investigation  ? 

Mr.  Tuttle.  No ;  I  do  not  think  it  did. 

Mr.  Redfield.  I  call  your  attention  to  the  Washington  Post,  of 
January  17,  and  to  the  fact  that  there  are  three  columns,  full  columns, 
of  advertising  on  the  part  of  the  two  companies  [handing  paper  to 
Mr.  Tuttle].  I  ask  you  if  that  is  not  exactly  coincident  with  the  date 
on  which  the  actuary  employed  by  the  insurance  companies  had  his 
cross-examination  begun  ? 

Mr.  Tuttle.  1  could  not  tell  you  that. 

Mr.  Redfield.  You  do  not  know,  do  you  ? 

Mr.  Tuttle.  No;  I  do  not. 
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Mr.  Eediteld.  You  do  not  know  whether  the  refcord  shows  that 
Mr.  Wolfe's  cross-examination  began  upon  the  afternoon  of  January- 
IB  and  continued  through  the  morning  of  January  17,  whereas  this 
advertisement  appeared  upon  the  afternoon  of  January  17  ? 

Mr.  TuTTLE.  No;  I  do  not  know.  If  this  was  the  first  appear- 
ance of  the  advertisement  it  was  because  it  was  just  gotten  out.  We 
had  been  anxious  to  have  it  gotten  out  as  quicldy  as  possible  so  that 
we  could  advertise  it.  . 

Mr.  Eedfield.  Now,  as  a  matter  of  fact,  Mr.  Tuttle,  did  you  not, 
upon  January  16  or  17,  discuss  the  subject  pf  increased  advertising 
with  Mr.  Carusi  or  some  other  officer  or  director  of  one  of  the  three 
companies  ? 

Mr.  TtJTnuE.  No,  sir. 

Mr.  Eedftbld.  So  that  it  is  a  pure  accident,  you  wish  the  com- 
mittee to  understand,  that  on  the  day  after  the  cross-examination 
of  your  actuary  began  this  large  series  of  advertisements  should 
come  out? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Redfield.  A  pure  accident? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  Was  it  also  purely  accidental  that  at  the  time  when 
the  Southern  Building  was  under  discussion  before  this  committee 
your  advertisements  of  that  property  should  suddenly  enlarge  and 
continue  to  enlarge  ? 

Mr.  Tuttle.  I  do  not  know  whether  that  was  by  accident  or  not. 

Mr.  Eedfield.  In  short,  Mr.  Tuttle,  you  wish  the  committee  to 
to  get  the  impression,  or,  excuse  me,  do  you  wish  the  committee  to 
get  the  impression,  that  while  you  ordered  this  work  done,  you  have 
not  any  knowledge  of  why  it  was  done  in  just  this  way? 

Mr.  Tuttle.  Yes ;  I  know  just  why  it  was  done. 

Mr.  Eedfield.  Well,  tell  us,  please,  and  why  it  was  done  in  this 
particular  way. 

Mr.  Tuttle.  It  was  done  to  show  the  public  that  they  did  not  have 
any,  need  to  fear  as  to  their  being  protected  under  their  policies 
issued  by  the  Commercial  Fire  Insurance  Co. 

Mr.  Eedfield.  Do  you  have  charge  of  the  publications  or  adver- 
tisements generally  of  the  insurance  companies  and  of  Tuttle,  Wight- 
man  &  Dudley  ? 

Mr.  Tuttle.  Not  sole  charge. 

Mr.  Eedfield.  Who  is  associated  with  you  in  that  charge? 

Mr.  Tuttle.  My  immediate  associates,  Mr.  Wightman  and  Mr. 
Dudley. 

Mr.  Eedfield.  Do  you  consult  with  them? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  Do  you  consult  with  them  on  all  matters  of  ad- 
vertising ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Eedfield.  Now,  as  a  matter  of  fact,  Mr.  Tuttle,  did  you  con- 
sult with  them  at  all  on  the  subject  of  this  increased  advertising 
of  January  17  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  WTiat  was  said  at  that  consultation  ? 

Mr.  Tuttle.  Merely  the  arrangement  of  the  advertisements, 
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Mr.  Redfield!  "Were  those  advertisements  submitted  before  pub- 
lication to  your  general  counsel? 

Mr.  Ttjtti.e.  I  believe  not. 

Mr.  Eedfield.  Do  you  not  know? 

Mr.  TuTTUE.  I  do  not  believe  they  were ;  I  do  not  know ;  but  I  do 
not  believe  they  were. 

Mr.  Eedfield.  Can  you  say  what  was  said  at  the  conference  which 
you  ha^e  testified  occurred  with  respect  to  this  increased  advertising 
of  January  17? 

Mr.  TuTTLE.  Only  the  arrangement  in  the  paper  of  the  statement. 

Mr.  Redfield.  Was  it  said  at  this  conference  that  this  would  be  a 
good  time  to  have  this  advertisement  appear,  signed  by  the  man  who 
at  that  particular  time  was  testifying  in  your  behalf  before  the  com- 
mittee ? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Redfield.  That  was  an  accident,  too,  was  it,  Mr.  Tuttle? 

Mr.  Tuttle.  It  was  the  same  action  that  you  referred  to  before. 

Mr.  Redfield.  Mr.  Tuttle,  I  read  you  a  statement  published  in  the 
Insurance  World,  of  Pittsburgh,  Pa.,  as  follows: 

THAT   WASHINGTON    INVESTIGATION. 

The  invest igiit ion  now  under  way  by  a  committee  of  tlie  House  of  Representa- 
tives into  the  affairs  of  the  Commercial  and  the  First  National  Fire  Insurance 
Cos.,  of  Wiishington,  D.  C,  and  particularly  into  the  valuation  placed  upon  the 
Southern  Building,  recently  acquired  by  the  two  comijanies,  seems  to  Iiave 
resolved  itself  into  a  mere  political  squabble,  without  any,  or  at  least  very  little, 
justification.  It  appeared  from  testimony  adduced  last  weeli  that  Edward  J. 
Stellwagen  instigated  the  inquiry  in  order  to  prevent  either  Eldridge  E.  Jordan 
or  Robert  X.  Harper  from  being  appointed  chairman  of  the  Wilson  inaugural 
committee.  Mr.  Stellwagen  was  chairman  of  the  Taft  inaugural  committee  four 
years  ajio.  Both  Mr.  Jordan  and  Mr.  Harper  have  been  associated  with  the 
Commercial  Fire,  Mr.  Jordan  having  retired  as  a  director  several  months  ago. 
It  was  this  paticular  phase  of  political  intrigue  that  interested  the  committee 
most  in  its  investigations  last  week  and  which  will  be  followed  this  week. 

Is  it  or  is  it  not  a  fact  that  that  publication  was  paid  for  either 
by  the  insurance  companies  or  by  Tuttle,  Wightman  &  Dudley?, 

Mr.  Tittle.  It  is  not  a  fact,  and  we  were  surprised  when  we  saw 
it  in  the  paper. 

Mr.  Redfield.  Do  you  know  from  whence  that  information  came 
to  this  paper? 

Mr.  Tuttle.  I  do  not. 

Mr.  Redfield.  Are  you  acquainted  with  the  parties  that  operate 
that  paper? 

Mr.  Tuttle.  Xo.  sir. 

Mr.  Redfield.  Have  you  been  in  communication  with  them? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  Do  you  advertise  in  that  paper? 

Mr.  Tuttle.  We  never  have. 

Mr.  Redfield.  You  wish  the  committee  to  understand  that  that 
statement  was  a  surprise  to  you  when  it  appeared  ? 

Mr.  Tuttle.  It  was. 

Mr.  Redfield.  You  read  it  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Did  you  contradict  it? 

Mr.  Tutti.e.  No,  sir. 
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Mr.  EEDriELD.  Did  you  take  any  steps  whatever  to  either  aflSrm 
or  alter  the  statement  made  at  that  time  ? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Eedmeld.  Did  you  have  any  conversation  respecting  that 
statement  with  any  of  your  associates  ? 

Mr.  TuTTLE.  I  either — I  saw  it  first,  I  believe,  and  showed  it  to 
them  and  talked  it  over. 

Mr.  Eedfield*.  How  did  it  come  to  your  attention  ? 

Mr.  Ttjttle.  A  marked  copy  of  the  paper  was  sent  me,  I  believe. 

Mr.  Eedeield.  By  whom  ? 

Mr.  Ttjttle.  I  presume  it  was  by  the  newspaper  itself. 

Mr.  Eedeield.  Did  you  say  it  was  sent  to  you  1 

Mr.  TuiTLE.  I  do  not  know  whether  it  was  sent  to  me  or  to  the 
Commercial  Fire ;  probably  to  the  Commercial  Fire. 

Mr.  Redeieuj.  And  with  whom  did  you  talk  about  it  ? 

Mr.  Ttjttle.  Why,  I  think  I  talked  with  Mr.  Dudley  about  it. 

Mr.  Eedfield.  Why  should  you  talk  with  him  about  it  ? 

Mr.  TuTTLE.  Because  I  talk  with  my  associates  about  any  mattep 
that  comes  up  in  which  we  are  interested. 

Mr.  Eedeield.  Did  you  take  any  action  about  it  of  any  kind  ? 

Mr.  Ttjttle.  I  did  not,  personally. 

Mr.  Eedeield.  Did  anybody  in  your  behalf? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Eedeield.  What  and  by  whom  ? 

Mr.  Ttjttle.  I  believe  that  Mr.  Dudley  sent  out  copies  of  it  to  our 
stockholders. 

Mr.  Eedeield.  Do  you  not  know  whether  he  did  or  did  not  send  out 
copies  to  your  stockholders? 

Mr.  Ttjttle.  Yes;  he  did. 

Mr.  Eedeield.  How  many  copies  were  sent  out  to  your  stock- 
holders? 

Mr.  Ttjttle.  As  many  as  there  are  stockholders. 

Mr.  Eedeield.  How  many  is  that,  Mr.  Tuttle? 

Mr.  Ttjttle.  Of  the  Commercial  Fire,  between  2,800  and  3^000.  " 

Mr.  Eedeield.  And  was  it  also  sent  out  to  the  stockholders  of  the 
First  National? 

Mr.  Tuttle.  I  do  not  know. 

Mr.  Eedeield.  Did  you  ask  to  have  it  so  done? 

Mr.  Tuttle.  No;  I  did  not. 

Mr.  Eedeield.  Well,  did  you  suggest  its  being  so  done? 

Mr.  Tuttle.  No. 

Mr.  Eedeield.  Do  you  know,  as  a  matter  of  fact,  that  it  was  n6t 
sent  out  to  the  stockholders  of  the  First  National  ? 

Mr.  Tuttle.  I  do  not. 

Mr.  Eedeield.  Do  you  think  it  was  ? 

Mr.  Tuttle.  I  had  not  thought  about  it. 

Mr.  Eedeield.  Mr.  Tuttle,  as  a  matter  of  fact,  was  it  not  sent  out 
to  the  stockholders  of  the  First  National? 

Mr.  Tuttle.  I  have  testified  that  I  do  not  know. 

Mr.  Eedeield.  If  it  was,  it  was  an  accident? 

Mr.  Tuttle.  No;  it  was  not  any  accident. 

Mr.  Eedeield.  Who  would  know? 

Mr.  Tuttle.  The  clerks  in  the  office  who  have  charge  of  the  mailing 
department. 
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Mr.  RiajFiELD.  But  would  Mr.  Dudley  know? 

Mr.  TuTTtB.  Yes;  I  presume  so. 

Mr.  EBmriELD.  You  bought  the  copies  or  ordered  the  copies  bought? 

Mr.  TuTTLE.  No. 

Mr.  Redfteld.  Well,  how  did  you  get  the  copies? 

Mr.  Ttjttle.  Had  them  reprinted  ? 

Mr.  Redfceld.  You  had  a  reprint  made  of  this? 

Mr.  Ttjttle.  Yes;  here  in  Washington. 

Mr.  Redfield.  At  the  expense  of  the  companies? 

Mr.  TuTTLE.  I  presume  so. 

Mr.  REDFiEiiD.  And  how  many  copies  of  the  reprint  were  ordered? 

Mr.  TuTTLE.  I  do  not  know. 
'"  Mr.  Redfield.  Will  you  find  out  and  let  the  committee  know, 
please  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Redfield.  And  these  were  sent  out  to  the  stockholders  of  the 
Commercial  Fire  Insurance  Co.  at  the  company's  expense? 

Mr.  TuTTLE.  Yes. 

Mr.  Redfield.  Now,  Mr.  Tuttle,  I  call  your  attention  to  the  book 
entitled  "  To  the  Two  Thousand  Owners,"  and  ask  you  whether  there 
was  not  more  than  one  edition  of  that  book? 

Mr.  TnTTLE.  I  do  not  know. 

Mr.  Redfield.  Who  does  know  ? 

Mr.  Ttjttle.  Those  who  had  immediate  charge  of  the  issuance  of 
the  booklet. 

Mr.  Redfield.  Who  were  they  ? 

Mr.  Ttjttle.  Mr.  Wightman  and  Mr.  Dudley  and  Miss  Anhof. 

Mr.  Redfield.  Mr.  Tuttle,  I  understand  you  to  say  that  you  do  not 
know  whether  more  than  one  edition  of  this  pamphlet  was  pub- 
lished.   Is  that  true? 

Mr.  Ttjttle.  By  that,  Mr.  Redfield,  you  mean  different  printing 
in  the  same — different  wording  of  the  Ijooklet? 

Mr.  Redfield.  Yes. 

Mp.  Ttjttle.  No  ;  I  do  not  know. 

Mr.  Redfield.  Now,  is  it  not  a  fact  that  after  this  book  was  first 
issued  another  lot  was  printed,  which  were  modified  in  their  lan- 
guage ? 

Mr.  Tuttu:.  Not  that  I  know  of. 

Mr.  Redfield.  In  which  the  language  was  qualified  from  that 
which  appeared  in  the  first  lot? 

Mr.  TtjttIjE.  Not  to  my  knowledge. 

Mr.  Redfield.  You  never  heard  of  that  before  ? 

Mr.  Ttjttle.  No. 

Mr.  Redfield.  You  never  heard  the  suggestion  made  that  such 
and  such  a  statement  ought  to  be  either  amplified  or  qualified  in  an- 
other lot? 

Mr.  Ttjttle.  No,  sir. 

Mr.  Redfield.  Now,  I  call  your  attention  to  page  14,  and  to  the 
statement  made  in  that  book  on  page  32,  at  the  bottom,  dated 
"  3/30/12,"  which,  I  presume,  refers  to  March  30,  1912;  is  that  so? 

Mr.  Ttjttle.  I  presume  it  does. 

Mr.  Redfield.  Now,  on  page  14,  I  read  you  the  statement:  "  These 
27  general  agencies  are  guaranteeing  the  First  National  a  cash 
premium  income  of  $1,472,000  for  the  first  year  of  its  operation." 
Did  you,  on  the  30th  of  March,  1912,  have  any  such  guaranties? 


INVESTIGATION   OF   INSURANCE   COMPANIES.  1597 

Mr.  Tdttle.  It  is  my  belief  that  we  did. 

Mr.  Kedfield.  Well,  Mr.  Tuttle,  you  are  the  head  of  Tuttle, 
Wightman  &  Dudley,  who  were  managing  the  insurance  business  of 
these  companies.  Can  you  not  speak  more  exactly  than  to  say  it  is 
your  belief  that  you  did?  Do  you  not  know  whether  you  did  or 
did  not? 

Mr.  Tuttle.  I  was  not  primarily  in  charge  of  the  First  National's 
organization.  I  would  like  to  have  had  the  glory  of  being,  but  I 
was  not,  and  my  associates  had  immediate  charge  of  that  work. 

Mr.  Redeield.  Is  not  this  the  book  of  which  it  was  testified  that  it 
was  submitted  to  your  general  counsel  before  it  was  published? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedeield.  And  is  not  this  the  book  that  it  was  testified  Gen. 
Wynne  took  to  the  Post  Office  Department  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redeield.  To  have  them  look  it  over? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redeield.  So  that  some  care  was  taken  in  the  preparation  of 
this  book,  was  there  not? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redeield.  But  in  taking  that  care,  thus  bringing  it  before 
the  Post  Office  Department  and  thus  bringing  it  before  your  gen- 
eral counsel,  you  overlooked  the  fact,  did  you,  that  a  statement  was 
made  here  to  the  fact  that  27  general  agencies  are  guaranteeing 
this  company  a  cash  premium  income  of  $1,472,000  for  the  first 
year  of  its  business? 

Mr.  Tuttle.  No  ;  I  did  not  overlook  that,  but  I  did  not  have  charge 
of  all  the  details,  I  do  not  know  whether  the  agreements  or  promises 
of  the  business  amounted  to  $1,472,000,  or  just  what  it  did  amount  to. 
I  could  not  find  out. 

Mr.  Redeield.  Now,  Mr.  Tuttle,  this  is  a  very  specific  statement, 
is  it  not? 

Mr.  Tuttle.  Yes. 

Mr.  Redeield.  It  is  specific,  even  within  $2,000. 

Mr.  Tuttle.  Yes. 

Mr.  Redeield.  It  is  a  very  careful  statement.  Will  you  furnish 
to  this  committee  one  or  more  of  the  guarantees  on  which  this  state- 
ment was  based  ? 

Mr.  Tuttle.  Yes. 

Mr.  Redeield.  And  kindly  do  so  as  promptlj  as  possible,  so  that 
we  may  have  them  for  the  purpose  of  examination. 

Mr.  Tuttle.  Yes. 

Mr.  Redeield.  Now,  is  it  not  a  fact 

Mr.  Peoutt.  Suppose  you  get  all  of  them.  ' 

Mr.  Redfield.  Have  you  all  of  these  gaurantees  ? 

Mr.  Tuttle.  I  do  not  know,  but  I  can  see. 

Mr.  Redeield.  If  you  have  all  of  these  guarantees  will  you  submit 
theiA  to  the  committee? 

Mr.  Tuttle.  Yes. 

Mr.  Redeield.  All  that  you  have,  please. 

Mr.  Tuttle.  All  right. 

Mr.  Redeield.  Mr.  Carusi,  is  the  correspondence  called  for  with 
Edward  Brown  &  Sons  and  other  parties  available  ? 

Mr.  Carusi.  I  think  so. 
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Mr.  Kedfield.  We  will  take  Edward  Brown  &  Sons  first. 

Mr.  TcTTLE.  Mv.  Carusi,  I  am  familiar  with  that.  I  can  take  it 
and  find  it. 

Mr.  Caeusi.  I  have  it  here.     It  is  arranged  in  order. 

The  papers  were  handed  to  Mr.  Eedfield  by  Mr.  Carusi. 

Mr.  Eedfield.  I  read  j-ou  a  letter  dated  January  27,  1912,  which  is 
stricken  out  and  reprinted  "  19,"  which  is  marked  '•  copy  Edward 
Brown  &  Sons."     [Reading:] 

Dear  Sir:  The  First  Xatioual  Fire  Insurance  Co.  will  apply  for  admission 
to  your  State  as  soon  as  its  initial  subscribed  capital  and  surplus  of  $500,000 
has  been  paid  in. 

Respecting  that  statement,  I  will  ask  you  if  the  First  National  has 
applied  for  admission  to  the  State  of  California? 

Mr.  TuTTLE.  "We  have  the  department  blank  in  our  office  and  they 
are  being  made  up  for  different  States.  I  happened  to  note  that 
California  was  among  them. 

Mr.  Redfield.  When  was  the  $500,000  paid  in? 

Mr.  TuTTLE.  I  believe  it  was  in  November. 

Mr.  Redfield.  I  will  proceed  with  the  reading.     [Reading:] 

\\'e  are  now  establishing  agency  connections  and  will  consider  your  applicatlou 
for  a  general  agency  for  the  First  National  Fire  Insurance  Co.  provided  you 
can  promise  this  company  an  amount  of  business  that  we  think  your  territory 
should  produce  for  the  company  when  it  has  its  paid-in  capital  and  surplus  of 
.S;2,ono,000.  There  is  no  string  attached  to  this  proposed  agency  connection.  We 
are  not  inviting  stock  subscriptions  from  our  agencies.  AVhat  we  want  is  a 
good  volume  of  desirable  business. 

In  answering  will  you  kindly  state : 

First.  The  territory  you  can  handle  with  the  greatest  efficiency. 

Second.  The  amount  of  premiums  now  controlled  by  your  general  agency. 

Third.  The  amount  of  premiums  you  are  prepared  to  give  the  First  National 
Fire  Insurance  Co.  per  annum. 

Yours,  very  truly.  First  National  Fire  Insurance  Co. 

That  is  signed  "  Secretary,  organization  committee,"  and  is  ini- 
tialed '  FSD."  and  I  think  it  will  be  agreed  that  was  Mr.  F.  S. 
Dudley.  !Mr.  Carusi? 

]\Ir.  Carcsi.  Xo,  sir.  ilr.  W.  J.  Davis  was  the  secretary  of  the 
organization  committee  and  kept  its  minutes. 

Mr.  Redfield.  Do  vou  admit  that  the  letter  was  dictated  by  Mr. 
F.S.Dudley? 

Mr.  Carttsi.  It  would  appear  so. 

Mr.  Redfield.  The  letter  is  initialed  as  being  dictated  by  "  FSD." 
Does  that  mean  Mr.  F.  S.  Dudley? 

Mr.  Tuttle.  I  think  it  would. 

Mr.  Redfield.  "Was  that  the  form  of  letter  that  was  sent  out  to 
the  parties  whom  it  was  hoped  would  be  general  agents,  at  or  about 
that  time? 

Mr.  TuTTLE.  It  was. 

Mr.  REDFLELif.  The  reply  I  read  of  Edward  Brown  &  Sons  [read- 
ing] : 

Edward  Brown  &  Sons, 

202-204  Sansome  Street, 
Sfin  Francisco,  January  25.  1912. 
First  Xatioxal  Insurance  Co., 

Washington,  D.  G. 

Gentlemen  :  Beg  to  acknowledge  receipt  of  your  favor  of  19th  Instant. 

In  answer  to  your  questions: 

First.  Territory  which  we  handle  for  all  of  our  companies  comprises  the 
entire  Pacific  coast.  Including  Montana,  Idaho,  Utah,  Nevada,  and  the  Hawaiian 
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Islands,  and  we  would  not  consider  accepting  general  agency  for  any  company 
for  more  confined  district.  We  maintain  a  corps  of  seven  special  agents,  with 
headquarters  at  Spokane,  Seattle,  Portland,  Salt  Lake,  Los  Angeles,  and  San 
Francisco. 

Second.  Amount  of  premiums  written  by  this  general  agency  last  year  was 
$843,000;  loss  ratio,  38  per  cent. 

Third.  For  a  company  writing  lines  which  would  be  justified  by  capital  of 
$500,00()  and  surplus  of  equal  amount,  the  premium  income  from  this  territory 
for  the  first  year  should  be  $150,000.  and  be  increased  from  year  to  year. 

Awaiting  receipt  of  your  further  valued  communications,  we  are. 
Very  truly,  yours, 

Edward  Brown  &  Sons. 

Now,  I  read  a  letter  of  February  8,  1912  [reading] : 

February  8,  1912. 
Edward  Brown  &  Sons, 

202-20'/  Sansome  Street,  8am,  Francisco,  Gal. 
Gentlemen  :  We  acknowledge  receipt  of  your  letter  of  January  25,  and  note 
that  you  can  give  the  First  National  $150,000  in  premiums  from  your  territory 
for  the  first  year.     We  will  write  you  again  in  a  week  or  two,  at  which  time 
we  will  be  in  a  position  to  go  further  into  details. 
Yours,  very  truly. 

Signed  by  the  First  National  Insurance  Co.  and  dictated  by 
"  FSD." 

March  26,  1912,  addressed  to  Edward  Brown  &  Sons  [reading] : 

March  26,  1912. 
Edward  Brown  &  Sons, 

San  Francisco,  Gal. 

Gentlemen  :  Our  plans  for  the  financing  of  the  First  National  are  being  suc- 
cessfully carried  forward.  As  we  previously  advised  you,  we  are  not  asking 
any  of  our  general  agents  to  subscribe  to  stock  themselves,  nor  .do  we  wish  them 
to  induce  others  to  do  so.  However,  you  may  receive  an  occasional  inquiry 
from  some  neighboring  prospective  investor  concerning  the  First  National,  and 
we  would  much  appreciate  you  replying  to  any  such  inquiry  and  forwarding 
to  us  a  carbon  of  that  reply. 

We  do  not  wish  to  suggest,  in  such  instances,  the  text  of  the  letter  which 
you  may  possibly  write  in  answer  to  an  inquiry,  but  if  the  inclosed  memoran- 
dum contains  any  information  which  will  be  helpful  to  you  in  this  connection, 
you  are  at  liberty  to  use  it,  or  any  portion  of  it. 

With  appreciation  of  your  correspondence  with  the  First  National  and  of 
your  interest  in  the  company,  we  remain, 
Very  truly,  yours. 

Same  signature. 

April  16,  1912,  to  the  same  parties  [reading] : 

April  16,  1912. 
Messrs.  Edward  Brown  &  Sons, 

202-204  Sansome  Street,  San  Francisco,  Gal. 
Gentlemen  :  It  will  interest  you  to  know  that  we  are  making  very  satis- 
factory progress  in  the  organization  of  the  First  National  and  expect  to  com- 
plete the  work  before  midsummer.  Applications  for  ownerships  are  now  being 
received  at  the  rate  of  between  125  and  150  per  week,  and  by  the  first  week  in 
May  we  expect  to  be  receiving  applications  at  the  rate  of  more  than  200  per 
week. 

The  allotment  of  ownerships  for  a  number  of  the  Eastern  States  has  already 
been  taken  up,  and  State  by  State  we  are  proceeding  with  our  work. 
Yours,  very  truly. 

Same  signature. 
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April  18,  1912,  to  the  same  parties  [reading] : 

April  18,  1912. 
Edward  Bsown  &  Sons, 

202  Sansome  Street,  San  Francisco,  Cat. 
Gentlemen  :  We  inclose  herewith  proof  of  au  advertisement  of  the  First 
National  Fire  Insurance  Co.  which  we  have  ordered  for  insertion  in  all  of  the 
insurance  journals. 

Applications  for  local  agencies  from  your  territory  will  be  referred  to  you. 
Yours,  very  truly. 

Same  signature. 

April  24,  1912,  to  the  same  parties  [reading]  : 

Apbil  24, 1912, 
Messrs.  Edward  Brown  &  Sons, 

202  Sansome  Street,  San  Francisco,  Cal. 
Gentlemen  :  I  inclose  herewith  carbon  copy  of  a  letter  stating  the  progress 
made  in  the  organization  of  the  First  National,  which  letter  we  have  mailed 
to  the  Washington  office  of  R.  G.  Dun  &  Co. 
Xours,  very  truly, 

First  National  Fire  Insubanoe  Co., 
Secretary  Organization  Committee. 

!May  9,  1912,  to  the  same  parties  [reading] : 

May  9,  1912. 
Messrs.  Edward  Brown  &  Sons, 

202  Sansome  Street,  San  Francisco,  Cal. 

Gentlemen  :  You  are  familiar  with  the  organization  plan  of  the  First 
National,  which  provides  for  2,000  owners,  each  owner  to  ultimately  hold  $1,000 
worth  of  stock,  making  the  $1,000,000  capital  and  $1,000,000  surplus. 

At  this  date  the  First  National  has  more  than  900  owners  and  by  the  end  of 
this  week  the  preliminary  organization  work  will  be  more  than  half  finished,  as 
applications  for  ownerships  are  being  received  at  the  rate  of  from  25  to  45  per 
day. 

Considering  the  fact  that  First  National  stock  is  being  sold  entirely  by  mall 
and  is  being  distributed  in  every  State  of  the  Union,  this  is  perhaps  the  most 
pronounced  success  that  has  e^er  been  achieved  in  the  organization  of  a  million- 
dollar  fire  insurance  company.  The  total  expense  of  organization  will,  we 
believe,  be  well  within  our  estimated  expense  of  12  per  cent. 

The  allotment  of  ownerships  for  19  States  is  already  taken  up,  and  State  by 
State  we  are  fast  completing  our  work. 
Yours,  very  truly. 

Same  signature.  - ,,. 

May  11,  1912,  to  the  same  parties  [reading] : 

May  11,  1912. 
Jlessrs.  Edward  Brown  &  Sons, 

202  Sansome  Street,  Sam,  Francisco,  Gal. 
Gentlemen  :  We  would  be  glad  to  have  you  give  us  your  ideas  as  to  the 
nature  of  the  underwriting  agreement  desired  between  the  First  National  and 
your  office.    You  may  go  as  fully  into  details  as  you  care  to. 

It  is  our  intention  not  to  write  any  three  or  five  year  business  during  1912 
and  to  confine  our  acceptances  solely  to  annual  business,  but  commencing  Janu- 
ary 1,  we  shall  be  willing  to  take  on  term  business  in  an  amount  In  premiums 
not  to  exceed  25  per  cent  of  the  total  premiums  from  any  one  general  agency. 
We  mention  this  so  that  you  will  realize  that  the  kind  of  business  we  will 
want  during  the  balance  of  this  year  will  be  on  the  classes  where  the  smallest 
commissions  are  paid  to  local  agents. 

We  shall  be  glad  to  hear  from  you  fully,  and  we  beg  to  remain. 
Very  truly,  yours. 

First  National  Insurance  Co. 
Secbetary  Organization  Committee, 
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May  18,  1912,  to  the  same  parties  [reading]  : 

May  18,  1912. 
Edwabd  Bbown  &  Sons, 

202-204  Sansome  Street,  San  Francisco,  Gal. 

Gentlemen  :  In  view  of  your  correspondence  with  the  secretary  of  our  or- 
ganization committee,  I  am  pleased  to  give  you  the  following  statement  of  fact 
concerning  the  progress  and  success  of  the  organization  work  being  done  from 
this  city  in  connection  with  the  First  National  Fire  Insurance  Co.  of  the  United 
States. 

First.  We  are  distributing  the  first  issue  of  First  National  stock  by  mail, 
at  double  par,  among  2,000  rated  business  men  and  property  owners  resident 
throughout  the  country. 

Second.  More  than  1,100  of  these  2,000  ownerships  have  already  been  placed, 
and  applications  are  being  received  at  a  rate  which  indicates  the  completion 
of  the  preliminary  organization  work  prior  to  July  1,  which  will  give  this 
company  a  subscribed  initial  capital  and  surplus  of  $500,000. 

Third.  While  the  booklet  in  which  this  tender  of  First  National  stock  is 
made  cites  a  maximum  organization  expense  of  20  per  cent — incluJiug  the  es- 
tablishment of  the  company's  agencies — our  experience  thus  far  justifies  the 
belief  that  the  total  organization  expense  will  be  well  within  our  estimate  of 
12  per  £ent. 

We  have  received  from  certain  quarters  criticism,  which,  on  the  face  of  it, 
Is  both  hasty  and  unfair.  The  answer  to  this  criticism  is  the  certainty  of  our 
success  in  organization  and  the  economy  thereof. 

In  view  of  the  seriousness  of  our  purpose  to  organize  a  large  and  well-man- 
aged fire-insurance  company,  the  high  personal  character  of  the  members  of 
our  organization  committee  (all  of  whom  are  actively  interested  in  the  com- 
pany's affairs)  and  the  exceeding  frankness  of  our  literature,  which  states  to 
every  investor  the  maximum  proportion  of  his  money  which  can  be  used  for 
organization  expenses,  we  desire  to  bespeak  for  our  company  a  continuance  of 
your  fair-minded  consideration,  and  shall  be  pleased  to  advise  you  of  further 
facts  pertinent  to  the  matter  and  which  may  be  of  interest  to  you. 

I  am  writing  you  thus  personally  because  I  have  been  asked  to  become  presi- 
dent of  the  First  National,  subject  to  the  approval  of  the  stockholders,  and 
intend  to  accept  the  office. 

Very  respectfully,  yours. 

That  is  initialed  by  "  R.J.W.,"  which  is  Mr.  R.  J.  Wynne,  is  that 
correct  ? 
Mr.  TrriTLE.  Yes,  sir. 
Mr.  Eedfield.  June  10,  1912,  to  the  same  parties  [reading]  : 

June  10,  1912. 
Messrs.  E!dwaed  Bbown  &  Sons, 

202  Sansome  Street,  San  Frarndsco,  Oal. 
Gentlemen  :  The  preliminary  organization  work  in  connection  with  the  First 
National  Fire  Insurance  Co.  is  now  almost  completed.  Seventeen  hundred  of 
the  two  thousand  owners  have  been  selected,  and  the  first  3  malls  to-day 
brought  64  applications  from  residents  of  12  States.  We  expect  to  have  the 
2,000  owners  selected  prior  to  June  29,  which  will  permit  of  our  beginning  busi- 
ness rtiuch  sooner  than  we  had  anticipated. 

We  are  now  in  correspondence  with  a  number  of  citizens  of  your  State,  and! 
should  any  inquiries  be  directed  to  you,  we  will  appreciate  your  answering  them 
promptly. 

Tours,  very  truly, 

First  National  Fiee  Insubance  Co. 
Secbetaby,  Organization  Gonvmittee. 

July  19,  1912,  to  the  same  parties  [reading]  : 

July  19,  1912. 
Messrs.  Edward  Beown  &  Sons, 

202-204  Sansome  Street,  San  Fra/ncisco,  Oal. 
Gentlemen  :  I  take  pleasure  in  inclosing  an  article  from  the  July  11  issue 
of  the  United  States  Review,  summarizing  the  successful  outcome  of  the  organi- 
zation plans  used  in  connection  with  the  First  National  Fire  Insurance  Co. 
KespectfuUy,  yours, 

Fiest  National  Fiee  Insubance  Co. 
Teeastjeeb. 
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July  31,  1912,  to  the  same  parties  [reading] : 

July  31,  1912. 
Messrs.  Edward  Bbown  &  Sons, 

20S  Sansome  Street,  San  Francisco,  Cal. 
Gentlemen  :  We  have  Just  opened  our  books  for  subscriptions  to  the  second 
issue  of  First  National  stock,  and  subscriptions  are  pouring  In  at  the  rate  of 
more  than  $50,000  per  day.  In  the  past  three  days  we  have  received  subscrip- 
tions to  this  second  issue  totaling  $169,750.  When  this  issue  is  fully  subscribed 
to  it  wiU  bring  the  subscribed  capital  and  surplus  of  the  First  National  up  to 
$1,000,000. 

We  are  planning  to  begin  business  on  or  about  the  1st  of  September,  and  will 
advise  you  just  as  soon  as  the  date  can  be  definitely  decided  upon. 
Yours,  very  truly, 

FiBST  National  Fire  Insurance  Co. 
Treasurer. 

August  5,  1912,  to  the  same  parties  [reading] : 

August  5,  1912. 
Messrs.  Edward  Brown  &  Sons, 

202  Sarksome  Street,  San  Francisco,  Cal. 

Gentlemen  :  We  are  in  receipt  of  a  communication,  under  date  of  July  29, 
from  a  subscriber  to  the  capital  stock  of  this  company,  in  which  he  quotes  a 
letter  from  you  in  which  you  make  the  statement : 

"  We  know  absolutely  nothing  about  this  company  one  way  or  the  other. 
They  are  using  our  name  without  our  permission ;  we  never  guaranteed  them  a 
premium  income  of  $150,000  annually,  nor  do  we  hold  any  general  agency  con- 
tract with  them." 

Early  in  Jnnuary  you  received  a  communication  from  the  secretary  of  the 
organization  committee  of  this  company  informing  you  that  the  company,  as 
soon  as  organized,  would  enter  your  State,  and  that  at  the  time  of  writing  it 
was  establishing  in  advance  general  agency  connections  for  the  company  witli 
such  agents  as  rould  promise  the  company  a  suitable  amount  of  business  from 
that  territory.  The  company  then  asked  you  to  answer  three  questions,  the 
third  of  which  was  as  follows :  "  The  amount  of  premiums  you  are  prepared 
to  give  the  First  National  Fire  Insurance  Co.  per  annum." 

In  reply  to  this  letter  you  wrote  on  January  25  partly  as  follows : 

"  Third.  For  a  company  writing  lines  which  would  be  justified  by  capital  of 
$500,000  and  surplus  of  equal  amount,  the  premium  income  from  this  territoi? 
for  the  first  year  would  be  $150,000,  and  be  increased  from  year  to  year. 

'Awaiting  receipt  of  your  further  valued  communications,  we  are, 
"  A'ery  truly,  yours, 

"  Edward  Brown  &  Sons." 

On  February  8  a  letter  was  written  to  you  by  the  secretary  of  the  organiza- 
tion committee  in  the  following  terms : 

"  Gentlemen  :  We  acknowledge  receipt  of  your  letter  of  January  25,  and  note 
that  you  can  give  the  First  National  $150,000  in  premiums  from  your  territory 
for  the  first  year.  We  will  write  you  again  in  a  week  or  two,  at  which  time 
we  will  be  in  a  position  to  go  further  into  details." 

Now,  you  must  have  understood  perfectly  well  that  no  actual  contract  which 
would  be  binding  on  the  First  National  Fire  Insurance  Co.  could  be  entered 
into  with  you  by  the  organization  committee,  and  that  the  extent  of  the  pre- 
liminary correspondence  with  you  was  to  establish  the  amount  of  business 
which  you  could  give  the  company  when  appointed  as  general  agent  under  a 
contract  to  be  formally  entered  into  thereafter,  and  to  secure  from  you  an 
expression  of  your  willingness  to  represent  the  company  under  a  suitable  con- 
tract, the  terms  of  which  were  to  be  agreed  upon  as  soon  as  the  company  was 
in  a  condition  to  execute  a  formal  contract.  Shortly  after  this  correspondence 
you  received  from  this  company  a  copy  of  its  booklet  and  a  list  of  the  general 
fire  agencies  "  which  will  represent  the  First  National  and  produce  business 
from  the  word  go."  Since  that  time  you  have  i)eriodica]ly  received  information 
from  this  company  as  to  its  progress  toward  completing  its  organization. 
Never  at  any  time  have  you  indicated  any  unwillingness  to  abide  by  the  state- 
ments made  in  your  letter  hereinbefore  quoted,  or  any  disinclination  to  complete 
a  formal  contract  for  the  representation  of  this  company  which  would  provide 
it  with  premiums  in  the  amount  mentioned.     We  have  no  desire  to  Insist  that 
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there  is  any  binding  contract  committing  you  to  the  representation  of  this 
company  if  you  do  not  wish  to  enter  into  it,  but  we  submit  that  to  learn  at 
this  late  moment  of  your  change  of  attitude,  and  especially  in  the  manner  in 
which  it  comes  to  our  attention,  is  exceedingly  unfair  to  our  company.  Since 
the  very  brilliant  success  which  has  attended  the  organization  of  this  company 
and  has  resulted  up  to  date  in  the  subscription  of  over  $1,000,000  has  become 
generally  known,  we  have  been  bombarded  with  applications  for  general 
agencies,  but  have  in  evei-j-  case  where  the  territory  covered  was  that  included 
In  our  printed  list  of  First  National  agencies,  felt  that  we  could  not  consider 
these  proposals.  It  may  possibly  be  that  in  a  large  office  such  as  yours  that 
some  of  the  correspondence  which  has  been  forwarded  you  has  not  been  given 
your  personal  attention,  as  we  can  not  believe  that  you  would  write  to  Dr. 
Clinton  in  the  manner  indicated  if  you  had  had  the  correspondence  before  you. 
We  will  thank  you  to  let  us  know  by  wire  exactly  what  your  attitude  with 
respect  to  accepting  the  general  agency  of  this  company  is. 
Tours,  very  respectfully, 

First  National  Fibe  Insurance  Co. 

President. 

August  6,  1912,  to  the  same  parties  [reading]  : 

August  6,  1912. 
Edward  Brown  &  Sons,  San  Francisco.  Gal. 

Genti:.emen  :  The  time  has  arrived  when  it  is  advisable  for  us  to  make  formal 
the  informal  agreement  we  have  for  your  representation  of  the  First  National 
Fire  Insurance  Co.  We  are  ordering  our  supplies  and  are  planning  to  commence 
writing  fire  insurance  next  month. 

We  have  sold  more  than  $1,000,000  of  capital  and  surplus  and  are  now  increas- 
ing the  subscriptions  and  have  every  reason  to  believe  that  the  subscribed  capi- 
tal and  surplus  of  the  First  National  on  December  31  next  will  be.  $1,000,000 
each.  Because  of  the  fact  that  the  stock  is  being  paid  for  in  installments  we 
will  start  business  with  a  paid-in  capital  of  $250,000  and  a  paid-in  surplus  of 
the  same  amount  These  items  will  reach  more  than  $500,000  each  from  the 
subscriptions  already  made  and  which  will  be  paid  in  by  December  31.  The 
balance  of  half  a  million  dollars  capital  and  half  a  million  dollars  surplus  we 
expect  will  be  fully  paid  in  the  early  part  of  the  coming  year.  We  mention 
these  figures  in  order  that  you  may  calculate  on  about  the  size  lines  we  will 
be  able  to  take. 

Will  you  kindly  send  us  a  line  sheet  and  prohibited  list  of  one  of  the  com- 
panies in  your  general  agency,  the  one  you  think  best  adapted  to  your  field  and 
agency  plant? 

We  will  also  ask  that  you  kindly  send  us  a  copy  of  the  form  of  contract  that 
is  customary  with  you.  We  will  send  you  shortly  a  copy  of  the  contract  that 
we  would  like  to  have  in  force  between  your  office  and  ours.  Now  that  we  are 
nearly  ready  to  write  business,  these  matters  might  better  be  closed  up  without 
any  further  delay. 

The  directors  of  the  First  National  have  in  contemplation  a  meeting  and  din- 
ner to  be  given  to  the  general  agents  of  the  First  National  and  the  date  that  has 
been  suggested  is  September  14.  We  would  like  an  expression  from  you  as  to 
whether  this  date  would  be  a  convenient  one  for  you.  The  dinner,  of  course, 
will  be  given  in  Washington,  and  we  feel  that  meeting  you  will  be  conducive  to 
our  mutual  welfare,  as  we  hope  that  the  arrangement  we  are  about  to  enter 
into  will  be  one  that  will  cover  a  long  period  of  years  and  will  result  both  pleas- 
antly and  profitably  to  us  all. 

With  kind  regards  and  awaiting  your  reply,  we  are. 
Very  truly,  yours, 

Tuttle,  Wightman  &  Dudley  (Inc.). 
President. 

Dictated  by  "  RET."     That  is  yourself,  Mr.  Tuttle,  is  it  not? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedtield.  August  7, 1912,  to  the  same  parties  [reading]  : 

August  7,  1912. 
Messrs.  Edward  Brown  &  Sons, 

202  Sansomc  Street,  San  Francisco,  Gal. 
Gentlemen  :  On  July  20  the  First  National  Fire  Insurance  Co.  opened  its 
books  for  subscriptions  to  the  second  issue  of  its  capital  stock  in  the  amount  of 
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$250,000  each  of  capital  and  surplus,  and  on  August  5  this  second  issue  was 
oversubscrihed.  The  First  National  now  has  a  subscribed  capital  and  surplus 
of  more  than  $1,000,000,  and  we  are  accepting  subscriptions  to  the  third  and 
fourth  issues,  which  will  bring  the  subscribed  capital  and  surplus  up  to 
$2,000,000. 

Yours,  very  truly.  First  Nationai,  Fiee  Instjbance  Co. 

TBEAStJBEB. 

Dictated  "  FSD." 

August  12, 1912,  from  Edward  Brown  &  Sons  to  the  First  National 
Fire  Insurance  Co.  [reading] : 

Edward  Brown  &  Sons,  General  Agents, 

202-204  Sansome  Street, 
Scm  Francisco,  Cal.,  August  IS,  1912. 
First  National  Fire  Insurance  Co., 

Washington,  D.  C. 

Gentlemen  :  Beg  to  acknowledge  receipt  of  President  Wynne's  esteemed 
favor  of  5th  Instant,  which  is  noted  with  very  much  interest. 

Our  letter  of  January  25,  1912,  was  dictated  by  our  senior,  who  shortly  after 
that  left  for  Europe  on  account  of  ill  health  and  has  only  just  returned. 
We  beg  to  assure  you  that  had  he  been  at  home  your  statements  and  adver- 
tisements as  to  our  guaranteeing  you  $150,000  a  year  in  premiums  for  general 
agency  connection  would  have  recei\ed  full  attention  long  since. 

At  no  time  have  we  guaranteed  or  stated  that  you  would  receive  $150,000  a 
year  in  premious  for  general  agency  from  this  office,  and  if  you  will  reread  our 
letter  of  January  25  you  will  note  that  it  states  "  for  a  company  *  *  *  the 
premium  income  from  this  territory  for  the  first  year  should  be  $150,000,"  etc. 

We  made  no  application  to  you  for  the  general  agency,  nor  do  we  consider 
that  there  has  been  any  contract  entered  into  nor  agreement  nor  encourage- 
ment of  premium  income  given  by  us  in  any  way. 

You  acknowledged  receipt  of  our  letter  of  January  25  by  stating  that  you 
would  write  us  again  in  a  week  or  two.  Since  that  time,  outside  of  the  usual 
advertising  circulars,  we  have  bad  no  communication  from  you  in  any  way. 

Under  these  circumstances  and  until  such  time  as  you  see  fit  to  advise  us 
directly  as  to  the  present  standing  of  the  company  we  must  enter  our  emphatic 
protest  against  your  continued  use  of  our  names  as  general  agents  under 
guaranteed  premium  income. 

As  stated  before,  we  have  made  no  application  for  the  general  agency  nor 
do  we  consider  that  there  has  been  any  contract  or  agreement  between  us. 
If  it  is  your  intention  to  establish  a  general  agency  on  this  coast,  covering  the 
same  territory  as  that  which  we  have  for  our  present  companies,  we  shall  be 
glad  to  submit,  should  you  so  desire,  details  and  figures,  but  in  the  meantime  we 
must  request  that  you  kindly  withdraw  our  names  from  your  advertising  matter. 
Very  truly,  yours, 

Edward  Bkown  &  Sons. 

August  15,  1912,  written  evidently  before  the  letter  just  read  was 
received  [reading] : 

August  15,  1912. 
Messrs.  Edward  Brown  &  Sons, 

202  Sansome  Street,  San  Francisco,  Cal. 
Gentlemen  :  We  are  mailing  to  all  local  fire  agents  in  your  territory  the 
following  three  inelosures :   Clipping  from  the  United   States  Review,  reprint 
of  an  article  in  the  financial  columns  of  the  Washington  Post,  and  application 
for  local  fire  agency. 

We  anticipate  that  we  will  receive  quite  a  number  of  applications,  and,  after 
they  have  been  recorded  in  this  office,  we  will  send  you,  if  you  so  desire,  a  list 
of  the  names  and  addresses  and  from  this  list  you  will  no  doubt  be  able  to 
select  a  few  desirable  local  agents  who  are  not  now  reporting  to  your  office. 

At  the  rate  subscription  are  now  being  received,  we  expect  that  by  the  1st 
of  October  the  majority  of  the  third  issue  will  be  subscribed  to,  which  would 
give  us  a  subscribed  capital  and  surplus  of  $750,000  each. 
Yours,  very  truly. 

First  National  Fire  Insurance  Co., 
Tbeabubeb. 
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And  August  14,  1912.  a  telegram  to  Edward  Brown  &  Sons  [read- 
ing] : 

August  14,  1912. 
Edwabd  Bbown  &  Sons, 

202  Samsome  Street,  Sam,  Frmicisco,  Cal. 
Unless  we  receive  a  satisfactory  telegrapliic  reply  to  our  letter  of  August  5 
will  accept  applications  from  other  agencies  for  Pacific  coast  representation. 

First  National  Fire  Insurance  Co. 
Charge  Tuttle,  Wightman  &  Dudley. 

August  20,  1912,  to  the  same  parties  [reading] : 

August  20,  1912.  ' 
Edward  Brown  &  Sons. 

202  Sansome  Street,  San  Francisco,  Gal. 
Your  letter  received.     Explanation  unsatisfactory.    We  hereby  withdraw  our 
promise  of  your  appointment  as  general  agents  and  you  need  not  submit  details 
and  figures  as  offered.    We  have  this  day  discontinued  publication  of  your  name 
in  our  list  of  agencies. 

First  National  Fieb  Insurance  Co., 
Robert  J.  Wynne,  President. 
Charge  Tuttle,  Wightman  &  Dudley. 

Mr.  Tuttle,  did  Burroughs  &  Sweatman,  of  Toronto,  Canada,  write 
your  company,  or  Tuttle,  Wightman  &  Dudley,  stating  that  they  did 
not  intend  to  accept  an  a,gency  for  the  company,  and  that  they  had 
asked  you  to  omit  their  name  from  any  advertising  matter  ? 

Mr.  Tttttlb.  I  do  not  recollect  that  they  did.  The  correspondence 
is  all  there  and  will  show. 

Mr.  Eedfield.  Did  Wood  Bros.  &  Comstock  withdraw  their  appli- 
cation for  a  general  agency  of  the  Commercial  ? 

Mr.  Tuttle.  After  the  Eoyal  Insurance  Co.,  one  of  the  board  com- 
panies, insisted  upon  their  doing  so,  they  did. 

Mr.  Redfield.  How  many  of  the  parties  named  by  you  as  general 
agents  withdrew,  and  which? 

Mr.  TuttIaE.  Logue  Bros.,  of  Pittsburgh,  withdrew  for  the  very 
reason  that  Wood  Bros.  &  Comstock  did — that  the  same  company, 
the  Royal,  which  they  represented,  notified  them  that  if  they  were 
going  to  represent  Tuttle's  nonboard  company  they  could  not  repre- 
sent the  Eoyal.  Mr.  Meyer,  of  Memphis,  Tenn.,  was  instructed  hj 
his  board  companies  not  to  represent  us.  If  I  had  the  list,  I  could 
tell  whether  there  were  any  more  or  not. 

Mr.  EEDriEtJ>.  So  that  five  parties,  at  least,  withdrew  ? 

Mr.  Tuttle.  I  do  not  know  how  many  that  is. 

Mr.  Redfield.  You  stated  Meyer,  the  party  in  Pittsburgh,  the  party 
in  Toronto 

Mr.  Tuttle  (interposing).  No;  I  did  not  say  in  Toronto. 

Mr.  Redfield.  I  understood  you  to  say  Toronto. 

Mr.  Tuttle.  No  ;  I  did  not.     I  said  the  correspondence  would  show. 

Mr.  Redfield.  Now,  were  or  were  not  these  parties  who  thus  with- 
drew included  in  the  27  whom  your  pamphlet  says  were  guarantee- 
ing the  First  National  a  cash  premium  income  of  $1,472,000  iii  the 
first  year? 

Mr.  Tuttle.  In  the  first  list  of  those  general  agents  they  were  in- 
cluded. 

Mr.  Redfield.  They  were  included.  Mr.  Tuttle,  was  not  that  state- 
ment made  up  from  j'ust  such  letters,  or  similar  letterSj  as  have  been 
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read  here,  without  any  definite  and  exact  guaranty  on  the  part  of 
any  one  of  these  agencies  ? 

Mr.  TuTTUE.  The  letters  themselves  in  all  the  cases  would  show — 
the  correspondence  with  those  persons.     I  do  not  recollect. 

Mr.  Eedfield.  Are  j^ou  prepared  to  swear  that  there  was  any  defi- 
nite guaranty  on  the  part  or  any  one  of  these  '27  parties  as  to  an 
income  ? 

Mr.  TtJTTLE.  I  am  not  prepared  to  swear  that  there  was  or  that 
there  was  not. 

Mr.  Redfield.  You  do  not  know ;  is  that  it  ? 

Mr.  TuTTLE.  That  is  it. 

Mr.  Redfield.  And  I  call  your  attention  to  the  statement  that 
"  We  are  entering  into  contracts  with  27  general  fire  agencies.''  Did 
you  mean  by  that  that  you  were  entering  into  contracts  substantially 
in  accordance  with  this  correspondence  with  Edward  Brown  &  Sons? 

Mr.  TuTTLE.  The  correspondence  with  all  of  those  27  general 
agents  would  show  that. 

Mr.  Redfield.  Xow.  I  refer  you  again  to  that  same  pamphlet — 
will  you  please  look  at  it — ^to  page  12,  and  to  the  statement  which  I 
quote :  "  It  will  have  a  subscribed  capital  of  a  million  dollars  and  a 
subscribed  ^,urplus  of  a  million  dollars,"  and  I  ask  you  if  it  is  not 
true  that  you  had  contracts  authorizing  Tuttle,  Wightman  &  Dudley 
to  use  $400,000  out  of  that  second  million  dollars  for  the  expenses 
of  organization? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Why  did  yon  omit  to  state  to  the  proposed  owners 
in  this  pamphlet  that  $400,000  of  the  money  they  were  to  pay  in  was 
to  be  used  for  expenses? 

Mr.  Tuttle.  It  was  not  put  on  that  page  because  it  is  on  other 
pages. 

Mr.  Redfield.  Well,  indicate  it,  will  you  not,  please? 

Mr.  Tuttle  (after  looking  at  booklet).  It  has  been  testified  to. 
I  do  not  know  just  where  it  is  in  the  booklet. 

Mr.  Redfield.  Do  you  refer,  on  page  10,  to  the  statement :  "  Fifty 
per  cent  of  your  money  goes  into  the  permanent  capital  of  the  com- 
pany; *  *  *  30  per  cent  of  it  goes  into  the  company  surplus; 
*  *  *  and  20  per  cent  is  put  into  the  expense  fund"?  Is  that 
what  you  refer  to? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  And  you  regard  the  statement  on  page  10  as  a  suffi- 
cient explanation  of  the  fact  which  is  omitted  on  page  12  that  $400,000 
out  of  the  $1,000,000  surplus  was  going  into  expenses? 

INIr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  I  turn  now  to  page  16 : 

The  profit-producing  premium  income  of  the  First  National  has  been  provided 
In  advance. 

Is  it  true,  Mr.  Tuttle,  that  the  profit-producing  premium  income 
was  provided  in  advance? 

Mr.  Tuttle.  Yes,  sir ;  and  we  could  have  done  twice  as  much  busi- 
ness as  we  advertised  that  we  would  do. 

Mr.  Redfield.  Pardon  me ;  you  say  you  "  could  have  done,"  did 
you? 

Mr.  Tuttle.  We  have  not  done  any  business  comparatively. 
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ilr.  E.EDMELD.  Not  yet? 

Mr,  TtJTTLE.  There  has  been  some- 


Mr.  Eedi'ield  (interposing).  As  a  matter  of  fact^  to-day,  have  you 
provided  in  advance,  and  if  so,  how  have  you  provided  in  advance,  a 
profit-producing  premium  income? 

Mr.  TuTTUE.  The  moment  we  are  admitted  to  the  various  States 
that  we  intend  to  enter,  the  business  will  be  put  on  our  books  as  fast 
as  we  want  it. 

Mr.  Redeield.  Is  it  not  a  fact  that  by  this  statement  that  the  in- 
come had  been  provided  in  advance  you  referred  to  the  alleged  estab- 
lishment of  27  general  agencies  who  you  say  were  guaranteeing  an 
income  of  $1,472,000,  but  some  of  whom  you  yourself  have  testified 
withdrew  ? 

Mr.  TuTTLE.  Will  you  read  that  question  ? 

The  question  was  repeated  by  the  stenographer  as  above  recorded. 

Mr.  TuTTLE.  Yes,  sir;  but  to  offset  the  withdrawals  of  those,  we 
received  offers  from  other  general  agents  that  made  up,  and  I 
believe  more  than  made  up,  for  the  defections. 

]\Ir.  Redfield.  But  even  so,  Mr.  Tuttle,  it  is  not  true,  is  it,  that 
these  27  of  whom  you  speak  were  guaranteeing  that  income  ? 

Mr.  Tttttle,  In  the  sense  that  fire  agencies  guarantee  companies, 
it  is  true.     There  never  is  any  written  guarantee. 

Mr.  Eedfield.  You  regarded  Edward  Brown  &  Sons  as  one  of  the 
guarantors,  did  you  not  ? 

Mr.  TuTTDE.  Yes,  sir. 

Mr.  Eedfield.  And  you  have  heard  their  statement  that  they  made 
no  such  guarantee  at  all;  how  do  you  explain  that? 

Mr.  Ttjttle.  They  had  written  us  that  they  would  give  a  company 
having  a  certain  amount  of  capital  and  surplus  a  certain  amount  of 
business.  They  stated  that  they  wrote  eight  hundred  and  some  odd 
thousand  dollars  the  previous  year,  and  we  thought  we  were  justified 
in  believing  they  would  give  us  some  $150,000  out  of  the  eight  hun- 
dred and  odd  thousand  dollars  of  business  they  would  do. 

Mr.  Eedfield.  Is  it  not  a  fact  that  they  wrote  they  would  give 
a  company  such  and  such  income? 

Mr.  Tuttle.  The  letter  is  there. 

Mr.  Eedfield.  The  letter  is  the  best  evidence,  is  it  ? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  Eedfield.  If  I  understand  you  correctly,  the  other  guarantees 
were  of  a  similar  nature  ? 

Mr.  Tuttle.  I  did  not  say  that. 

Mr.  Eedfield.  Is  that  so  ? 

Mr.  Tuttle.  I  said  the  guaranties  themselves  would  show  for  it. 

Mr.  Eedfield.  Wei'e  they  any  stronger  than  this  ? 

Mr.  Tuttle.  I  could  not  tell  you  without  referring  to  them. 

Mr.  Eedfield.  But,  Mr.  Tuttle,  you  were  the  liead  of  the  organiza- 
tion that  was  placing  the  stock  of  this  company. 

Mr.  Tuttle.  That  Avas  a  separate  department  by  itself,  in  which  I 
was  not  active^  as  I  am  in  the  commercial  end  of  it. 

Mr.  Eedfield.  So  that  you  did  not  give  your  personal  attention  to 
the  question  as  to  the  form  in  which  the  guarantees  of  an  income  of 
i?l ,472,000  during  your  first  year's  business  were  put? 

Mr.  Tuttle.  No. 


1608  INVESTIGATIOlSr   OF   INSUEANCE   COMPANIES. 

Mv.  Eedfield.  I  call  your  attention  to  page  7,  to  the  words  tliat 
under  certain  conditions  "  your  privilege  to"  subscribe  to  the  three 
additional  issues  of  First  National  stock  will  be  passed  on  to  some- 
body else  in  your  State,"  and  to  the  words  on  page  19,  thus : 

Fiisi  X:iti<innl  ownerships  are  being  allotted  in  the  order  in  which  applica- 
tions iire  received  to  a  limited  number  of  business  men  in  each  of  the  48  States. 

Will  3'ou  explain  to  the  committee  how  the  number  was  limited  if 
those  who  did  not  take  up  the  subsequent  issues  were  to  have  their 
subscriptions  transferred  to  somebody  else? 

Mr.  TuTTLE.  The  allotment  was  limited  by  the  plan  as  explained 
somewhere  in  the  literature;  I  do  not  know  just  where. 

Mr.  Eedfield.  Were  any  stock  subscriptions  ever  rejected  by  you? 

Mr.  TuiTLE.  I  do  not  know. 

Mr.  Redfield.  Who  does  know  ? 

Mr.  TuTTLE.  The  organization  committee. 

Mr.  Redfield.  You  are  not  prepared  to  say,  as  president  of  Tuttle, 
Wightman  &  Dudley,  or  as  president  of  the  Commercial  Fire  Insur- 
ance Co.,  whether  any  of  the  stock  subscriptions  to  either  company 
was  rejected  or  not? 

Mr.  Carusi.  I  do  not  understand  that  question.  To  which  com- 
pany do  you  refer? 

Mr.  Redfield.  Any  of  them. 

Mr.  Carusi.  Tuttle,  Wightman  &  Dudley  did  not  sell  any  stock. 

Mr.  Redfield.  I  understand  that.  Either  the  First  National  or 
the  Commercial.    You  do  not  know? 

Mr.  TuiTLE.  I  do  not  know. 

Mr.  Carusi.  I  may  say  for  your  informationj  Mr.  Redfield,  that 
minutes  were  kept  of  the  meetings  of  the  organization  committee  as 
well  as  of  the  directors'  afterwards,  and  we  could  probably  furnish 
the  information  from  them. 

Mr.  Redfield.  As  a  matter  of  fact,  were  the  subscribers  in  any  one 
of  the  States  named  upon  page  23  of  this  pamphlet  actually  limited 
as  to  the  number  therein  stated  as  selected  ? 

Mr.  Tuttle.  I  believe  they  were. 

Mr.  Redfield.  Is  it  only  n  matter  of  belief  with  you? 

Mr.  Tuttle.  I  personally  never  looked  over  the  books,  but  from 
conversations  I  have  heard  I  understand  that  they  were  limited  in 
the  States. 

Mr.  Redfield.  Do  you  mean  to  say  that  there  are  not  for  example 
in  the  State  of  Wisconsin  more  than  51  stockholders,  or  that  more 
than  51  persons  were  not  approached  to  be  stockholders  in  that  State? 

Mr.  Tuttle.  I  have  not  the  slightest  idea  whether  there  are  51 
in  Wisconsin,  or  what  the  number  is. 

Mr.  Redfield.  Suppose  a  case  where  you  applied  to  a  man  who  did 
not  subscribe,  after  having  notified  him  in  one  of  these  letters  that  he 
was  one  of  the  selected  few  in  a  certain  State,  if  then  he  did  not  sub- 
scribe, did  you  find  some  other  person  among  the  selected  few  and 
notify  him? 

Mr.  Tuttle.  Mr.  Redfield,  I  had  no  charge  of  nor  familiarity  with 
the  mail-order  work,  and  I  could  not  tell  you  anything  about  it. 

Mr.  Redfield.  Who  knows  about  that? 

Mr.  Tuttle.  The  persons  who  had  charge  of  it  there  in  the  office, 
different  ones. 
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Mr.  EEDriEU>.  You  sent  out  these  books,  did  you  not,  with  this 
slip  attached  to  them : 

This  book  Is  the  property  of  the  orgauization  committee  of  the  First  National 
Fire  lusurance  Co.  of  the  United  States,  whose  home  office  is  at  Washington, 

D.  C.    It  is  sent  to  in  response  to  his  request  in  order  that  he  may  be 

informed  of  the  advtantage  and  profit  enjoyed  by  each  of  the  2,000  owners  of 
the  First  National. 

Is  that  so? 

Mr.  TtjttliE.  I  believe  it  is. 

Mr.  Redfield.  How  many  stockholders  has  the  First  National  Co.  ? 

]\Ir.  TuTTLE.  I  do  not  know. 

Mr.  Redeield.  More  than  2,000? 

Mr.  TuTTLE.  I  think  so,  but  I  do  not  know ;  I  do  not  think  it  is, 
though;  I  am  doubtful  about  that. 

Mr.  Eedfield.  You  do  not  know? 

Mr.  TuTTLE.  No. 

Mr.  Redfield.  Does  anybody  know? 

Mr.  TuTTLE.  Yes ;  the  keeper  of  the  records. 

Mr.  Redfieu).  I  think  you  have  the  stock  list  here,  Mr.  Carusi. 

Mr.  Caeusi.  Yes,  sir ;  I  produced  it  yesterday. 

Mr.  Redfieij>.  Is  it  a  fact  that  ownership  of  stock  in  the  First 
National  Co.  is  limited  to  2,000  persons? 

Mr.  TuTTLE.  I  am  not  clear  on  that  point,  Mr.  Eedfield. 

Mr.  Redfield.  Mr.  Tuttle,  was  Mr.  L.  E.  Woodbury,  of  Water- 
town,  Wis.,  arrested  and  convicted  of  breaking  the  laws  of  the 
State  of  Wisconsin  in  selling  stock  of  the  First  National  Co.  con- 
trary to  the  laws  of  that  State  ? 

Mr.  Tuttle.  Not  to  my  knowledge. 

Mr.  Redfield.  You  never  heard  of  it? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  I  will  change  my  question:  Was  Mr.  L.  E.  Wood- 
bury, during  October,  1912,  convicted  and  fined  at  Watertown,  Jef- 
ferson County,  Wis.,  for  the  sale  of  stock  of  the  Commercial  Fire 
Insurance  Co.  contrary  to  the  statutes  of  the  State  of  Wisconsin  ? 

Mr.  Tuttle.  Not  to  my  knowledge. 

Mr.  Redfield.  What  officer  of  Tuttle,  Wightman  &  Dudley  was 
charged  with  the  selling  of  the  stock  of  the  First  National  Fire 
Insurance  Co.  by  mail  ? 

]\Ir.  Tuttle.  Mr.  Wightman  and  Mr.  Dudley  had  immediate  charge 
of  the  work. 

Mr.  Redfield.  Did  you  pay  no  attention  to  it  ? 

Mr.  Tuttle.  Very  little. 

Mr.  Redfield.  So  that  you  would  not  know  if  one  of  these  parties 
was  arrested  for  selling  the  stock  of  a  company  in  which  you  were  a 
director  and  whose  stock  you  were  placing? 

Mr.  Tuttle.  There  never  was  anybody  selling  stock  for  the  First 
National.     It  was  sold  by  mail. 

Mr.  Redfield.  So  you  would  not  know  if  anybody  was  arrested 
for  selling  the  stock  of  the  Commercial  Co.,  of  which  organization 
you  are  now  president,  and  whose  stock  was  being  sold  by  another 
company  of  which  you  were  president? 

Mr.  Tuttle.  I  think  I  would  know  of  it. 

Mr.  Redfield.  Was  this  man  Woodbury  in  your  employ. 

Mr.  Tuttle.  I  do  not  know  whether  he  was  or  not. 


1610  INVESTIGATION    OF   INSUKAXCE    COMPANIES. 

Mr.  Eedfield.  What  do  you  know  about  the  Woodbury  case? 

Mr.  TrTTLE.  I  do  not  know  anything  about  it. 

Mr.  Eedfield.  You  never  heard  of  it  before  ? 

Air.  TuTTLE.  No,  sir. 

Mr.  Redfield.  Do  you  think  you  would  know  if  one  of  your  agents 
was,  within  four  or  five  months,  convicted  of  and  fined  for  s^Ung 
stock  of  a  company  of  which  you  are  president  and  the  sale  of  which 
was  in  the  hands  of  another  company  of  which  you  are  president  ? 

Mr.  TuTTLE.  I  think  I  would,  because  I  think  the  insurance  papers 
would  have  it,  and  I  would  see  it  in  those. 

Mr.  Redfield.  Do  you  deny  the  fact,  Mr.  Tuttle,  that  Mr.  Wood- 
bury was  so  convicted  and  fined  ? 

Mr.  Tu'iTLi';.  I  deny  any  knowledge  of  it ;  I  never  knew  of  it. 

Mr.  Cartjsi.  What  were  the  grounds  of  the  conviction  you  speak  of? 

Mr.  Redfield.  This  statement  from  a  communication  from  Her- 
man L.  Ekem,  commissioner  of  insurance  of  the  State  of  Wisconsin. 

Mr.  Carusi.  I  beg  your  pardon;  not  the  grounds  of  your  state- 
ment.    "What  was  the  ground  of  the  conviction? 

Mr.  Redfieijj.  I  am  going  to  give  it  to  you  in  this  statement  from 
Mr.  P]kern,  in  a  letter  to  this  committee  dated  December  28,  1912.  as 
follows : 

There  is  inclosed  hei-ein  an  opinion  of  the  attorney  general  of  this  State, 
under  date  of  Augnst  2.'!.  1910,  holding  that  under  n  criminal  statute  a  solicita- 
tion by  mail  sent  from  another  State  into  this  State  is  a  violation  of  the  law 
of  this  State  uron  its  delivery  here. 

Neither  the  Commercial  Fire  nor  the  First  National  Fire  Insurance  Co.  has 
complied  with  this  statute.  Xotwith^t.indinf;  this,  both  companies  have,  since 
the  taking  cUVct  of  this  law,  solicited  the  sale  of  their  stock  in  this  State.  A 
Mr.  L.  E.  Woodbury  was,  during  October,  1912.  convicted  and  fined  at  Water- 
town,  Jefferson  County,  Wis.,  for  the  sale  of  stock  of  the  Commercial  Fire 
lusuranie  Co.  contrary  to  tills  statute. 

AATiat  action,  if  any,  Mr.  Tuttle,  did  you  personally  take  in  con- 
nection with  the  report  of  the  actuary  of  the  insurance  department  of 
the  State  of  "Wisconsin,  already  in  the  record,  which  refused  a  license 
to  the  Commercial  Fire  Insurance  Co.  ? 

Mr.  TuTTi.F.  Will  you  please  read  the  first  part  of  the  question? 

The  question  was  read  by  the  stenographer,  as  above  recorded. 

Mr.  Rei^iteld.  "\^^lat  did  you  personally  do  about  the  matter? 
Tell  us  everything. 

Mr.  Tittle.  The  actuarv'  came  and  examined  the  company.  I 
told  him  that  he  could  have  access  to  all  the  books  and  records. 
Then  I  paid  no  attention  to  him  for  the  several  days  he  was  there. 
"When  he  went  away  he  stated  that  he  found  the  company  in  good 
condition,  and  intimated  that  we  would  hear  from  him  or  from  the 
department  with  a  license  and  in  due  course.  That  is  all  that  I 
recollect. 

Mr.  Redfield.  The  next  thing  you  knew  was  when  the  report  of 
the  actuary  was  presented  in  which  the  refusal  of  the  license  was 
recommended :  is  that  right  ? 

Mr.  Tuttle.  The  next  thing  I  Imew  I  saw  it  in  the  Insurance 
Press. 

Mr.  Redfield.  What  did  you  do  ?  Think  carefully,  please,  of  what 
you  did  in  that  connection,  if  anything. 

Mr.  TuTT'LE.  I  telephoned  to  Max  Cohen,  the  editor  of  Insurance 
"Views,  of  this  city,  and  asked  him  if  he  liad  received  the  same  thing 


INVBSTIGATIOSr   OF   INSURANCE   COMPANIES.  1611 

from  the  Wisconsin  insurance  department,  and  he  said  he  had.  I 
said  that  I  would  like  to  see  it.  Pretty  soon  he  called  up  and  said  it 
had  been  destroyed  or  lost. 

Mr.  Redfield.  Did  you  talk  with  Mr.  Ingham  about  that  matter  ? 

Mr.  Ttjttle.  I  do  not  recollect  positively  that  I  did  or  that  I  did 
not.  , 

Mr.  REDrrELD.  You  are  not  sure? 

Mr.  TuTTLE.  No ;  I  am  not  sure,  now. 

Mr.  Redfield.  Suppose  I  refresh  your  memory  by  telling  you  that 
this  was  a  short  time  before  the  session  of  the  national  convention*  of 
insurance  commissioners  at  Milwaukee  and  that  Mr.  Ingham  was 
going  to  that  convention.  What  do  you  say  now;  does  that  refresh 
your  memory  ? 

Mr.  TuTTLE.  Yes;  it  does.  I  think  I  showed — I  am  not  positive 
whetlier  I  showed  Mr.  Ingham  the  article  or  not,  but  I  believe  I  did 
talk  it  over  with  him.     I  do  not  recollect  what  he  said  in  reply. 

Mr.  Redfield.  Did  you  not  ask  Mr.  Ingham  to  request  the  super- 
intendent of  insurance  of  Wisconsin  to  suppress  that  rejjort  ? 

Mr.  TuTTLE.  No.  That  could  not  have  been  done,  because  it  had 
already  been  published.     It  could  not  be  suppressed  then. 

Mr.  Redfield.  What  do  you  know  about  it?    Tell  us  fully. 

Mr.  TuTTLE.  I  have  told  you  all  that  I  can  recollect. 

Mr.  Redfield.  Why  should  you  talk  with  Mr.  Ingham  about  it 
just  at  the  time  that  he  was  going  out  to  Milwaukee? 

Mr.  T utile.  I  do  not  know  why  I  did  talk  with  him,  but  I  can 
tell  you  why  I  would  talk  to  any  superintendent  in  whose  jurisdic- 
tion I  was,  about  it. 

Mr.  Redfield.  Let  us  have  your  opinion  as  to  what  would  be  proper 
under  the  circumstances. 

Mr.  TurrLE.  The  superintendent  of  insurance  of  any  State  natu- 
rally does  not  want  the  companies  in  his  jurisdiction  unfairly  dis- 
criminated against;  or  he  should  not,  anyway.  He  should  protect 
his  companies  so  long  as  they  are  right,  and  they  do ;  that  is  the  cus- 
tom. 

Mr.  Redfield.  Did  you  not  ask  Mr.  Ingham  to  confer  with  Com- 
missioner Ekern,  of  Wisconsin,  about  this  report  ? 

Mr.  TuTTLE.  I  do  not  know  that  I  did.  I  would  not  either  deny 
it  or  affirm  it,  because  I  do  not  recollect. 

Mr.  Redfield.  You  did  talk  with  Mr.  Ingham  about  the  subject, 
surely,  before  he  went  to  Milwaukee,  did  you  not  ? 

Mr.  Ttjttle.  I  believe  I  did. 

Mr.  Redfield.  And  you  have  no  distinct  recollection  of  what  was 
said? 

Mr.  Ttjttle.  No. 

Mr.  Redfield.  Was  it  at  your  instance  that  suit  was  brought  by 
the  Commercial  Fire  Insurance  Co.  against  the  insurance  commis- 
sioner of  the  State  of  Wisconsin? 

Mr.  Ttjttle.  At  mine,  personally? 

Mr.  Redfield.  Well,  with  your  knowledge  and  approval  as  an 
officer  of  either  of  these  companies? 

Mr.  Ttjttle.  Yes;  the  matter  was  discussed  at  a  finance  committee 
meeting,  and  then  was  discussed  before  a  full  board  meeting,  and  the 
opinions  of  all  of  the  directors  were  obtained,  with  the  result  that 
the  suit  was  filed. 
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Mr.  Redfieij).  And  that  suit  is  still  pending? 

Mr.  TtPTTLE.  It  is. 

Mr.  Redfield.  What  instructions  have  been  given  by  you  or  to 
your  knowledge  by  anyone  connected  with  any  one  of  these  com- 
panies, as  to  pressing  that  suit  for  trial? 

Mr.  TuTTLE.  The  matter  has  been  in  the  hands  of  our  general 
counsel,  and  he  has  told  me  that  it  was  in  the  hands  of  Wisconsin 
counsel. 

Mr.  Redeieli).  As  a  matter  of  fact,  has  any  action  been  taken  to 
your  knowledge  by  any  parties  interested  in  any  company  looking 
toward  the  pushing  of  that  suit  for  trial  since  it  was  filed  ? 

Mr.  TuTTLE.  Will  you  read  that  question,  please? 

The  pending  question  was  read  by  the  stenographer,  as  above  re- 
corded. 

Mr.  TuTTLE.  Interested  in  any  company?  I  do  not  understand 
you. 

Mr.  Redfield.  In  any  of  the  companies. 

Mr.  TuTTUE.  There  is  only  one  company  that  applied  for  admis- 
sion to  Wisconsin. 

Mr.  Redfield.  Well,  then,  answer  the  question  with  that  under- 
standing. 

Mr.  TuTTLE.  Now,  Mr.  Stenographer,  will  you  read  that  again, 
please  ? 

The  stenogi-apher  read  as  above  recorded. 

Mr.  TuTTLE.  If  I  understand  the  question  correctly,  I  will  answer 
it  in  this  way :  I  have  from  time  to  time  spoken  to  Mr.  Carusi 
about  the  suit  and  urged  that  it  be  pressed,  and  one  of  the  lawyers 
out  there — I  do  not  know  whether  I  ought  to  tell  this  or  not,  about 
a  matter  in  litigation,  but  if  I  am  not  stopped  by  my  general  counsel 
I  will  tell  it. 

Mr.  Caetjsi.  As  I  do  not  know  what  it  is  I  do  not  know  whether  to 
.'.top  you  or  not. 

Mr.  Redfield.  You  can  let  him  state  it  subject  to  your  objection. 

Mr.  Ttjttle.  One  of  the  lawyers  out  there  intimated  that  if  we 
would- 

Mr.  Cakusi.  Just  a  minute.  I  do  not  think  a  matter  concerning 
counsel  out  there  ought  to  be  stated. 

Mr.  Tuttle.  All  right. 

Mr.  Carusi.  If  you  will  permit  me,  I  will  find  out  what  he  wants 
to  say. 

Whereupon  counsel  conferred  with  the  witness. 

Mr.  Redfield.  Do  you  wish  that  omitted? 

Mr.  Caetjsi.  Yes ;  I  think  he  had  better  not  state  it.  It  is  a  matter 
of  general  instructions  to  counsel  out  there.  If  you  will  pardon 
me  a  minute,  I  would  like  to  ask  just  a  question  or  two. 

Do  you  know,  Mr.  Tuttle,  who  is  the  counsel  selected  in  Wisconsin? 

Mr.  Tuttle.  Louis  A.  Pratt,  formerly  Assistant  United  States 
Attorney  General. 

Mr.  Carusi.  Have  you  been  informed — and  this  is  one  of  the 
questions  asked  by  Mr.  Redfield,  but  I  will  put  it  in  in  another  way — 
have  you  not  been  informed  by  me  on  various  occasions  when  you 
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have  been  urging  that  the  matter  be  pressed,  that  I  have  been  urging 
Mr.  Pratt  to  press  it  to  trial  as  speedily  as  possible  ? 

Mr.  TuTTiiE.  Yes,  sir. 

Mr.  Eedfieij).  Mr.  Tuttle,  if  the  commissioner  of  insurance  of 
Wisconsin  were  to  write  on  the  28th  of  December  saying,  "  We 
have  answered  this  suit  and  since  then  have  heard  nothing  further 
about  it,"  have  you  any  reason  to  know  whether  such  a  statement 
would  be  untrue  ? 

Mr.  TtrrmE.  That  was  last  month ;  I  do  not  know  anything  about 
that  letter,  I  never  heard  of  it. 

Mr.  Caeusi.  That  is  a  letter  from  the  commissioner  of  insurance? 

Mr.  KEoriELD.  Yes;  the  commissioner  of  insurance.  Who  was  it, 
on  behalf  of  the  First  National  Fire  Insurance  Co.,  that  called  upon 
Frank  Blake,  superintendent  of  insurance  of  the  State  of  Missouri? 

Mr.  Tuttle.  C.  D.  Stowell. 

Mr.  Eedfield.  Did  he  call  upon  Supt.  Blake  by  authority  of  the 
company  ? 

Mr.  Tttttle.  Yes,  sir. 

Mr.  Eedfield.  And  were  written  instructions  given  to  him? 

Mr.  Tuttle.  Not  that  I  know  of. 

Mr.  Eedfield.  With  whom  did  he  consult  before  he  went  to 
Missouri  ? 

Mr.  Tuttle.  My  recollection  is  that  he  did  not  consult  with  any- 
body, but  that  it  was  done  by  correspondence. 

Mr.  Eedfield.  With  whom? 

Mr.  Tuttle.  With  him. 

Mr.  Eedfield.  By  whom? 

Mr.  Tuttle.  From  our  office.  I  do  not  remember  just  which  party 
had  it  in  charge.  Perhaps  Mr.  Fitch,  perhaps  Mr.  Johnson,  or  pos- 
sibly I  wrote.    I  do  not  remember. 

Mr.  Eedfield.  Did  you,  or  did  anybody  acting  under  your  au- 
thority, on  behalf  of  either  Tuttle,  Wightman  &  Dudley,  or  on  behalf 
of  the  First  National  Fire  Insurance  Co.,  inform  Mr.  Stowell  or 
instruct  Mr.  Stowell  to  say,  or  give  him  any  information  which  would 
warrant  him  in  saying,  to  the  superintendent  of  insurance  of  Mis- 
souri, that  the  insurance  department  of  the  State  of  New  York  had 
acted  favorably  upon  the  application  of  the  First  National  Fire  In- 
surance Co.  to  enter  New  York  State  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Eedfield.  Do  you  know  whether  Mr.  Stowell  did  or  did  not 
call  upon  Supt.  Blake,  of  Missouri,  and  urge  favorable  action  on  his 
part,  on  the  ground  that  the  insurance  department  of  New  York 
State  had  acted  favorably  on  behalf  of  your  application  ? 

Mr.  Tuttle.  This  is  the  first  time  I  ever  heard  of  it. 

Mr.  Eedfield.  Is  Mr.  Stowell  in  the  employ  of  the  company  ? 

Mr.  Tuttle.  No,  sir ;  not  of  the  First  National.  He  is  the  agent  in 
Kansas  City  for  the  Commercial  Fire.  He  wants  to  be  the  agent  of 
the  First  National. 

Mr.  Eedfield.  Mr.  Tuttle,  in  connection  with  the  company  in 
which  you  were  interested,  at  Newburgh,  N.  Y.,  there  was  a  gentle- 
man named  Senior.  Was  that  the  same  Senior,  or  a  connection  of 
the  Senior,  who  wrote  the  Senior  reports  in  the  New  York  State 
insurance  department? 


1614  ISrVESTIGATIOX    OF    INSUBA.XCE    COMPANIES. 

Mr.  Ttjttue.  Xo,  sir. 

Mr.  Eedfield.  Mr.  Tuttle,  I  show  you  a  statement  which  reads  as 
f  oUows : 

First  National  Fire  Insurance.  Certificate  dated  July  9.  1912.  and  recorded 
same  date.  Amount  of  capital  stock,  $250,000.  divided  into  50,000  shares  at  $5 
each,  to  be  increased,  to  a  capital  stock  of  $1,000,000,  consisting  of  200,000 
shares  of  the  par  value  of  $5  each,  on  authority  under  and  by  virtue  of  the 
provisions  of  section  635  of  the  code,  stating  the  names  and  subscribers  of 
the  stock  as  follows : 

Charles  F.  Carusi,  Ashley  M.  Gould,  Robert  N.  Harper,  Howard  C.  Shober, 
Bldridge  E.  Jordan,  John  L.  Cassin,  Robert  J.  Wynne,  John  I-ewis  Smith, 
James  B.  Sullivan,  William  J.  Davis,  Charles  P.  Davis,  Edwin  Fitch,  John 
McKee,  James  C.  Mulvaney.  Charles  J.  Fielding. 

I  ask  you  if  any  stock  of  that  first  issue,  the  original  issue,  was 
sold  to  any  parties  other  than  those  whose  names  have  been  read. 

Mr.  Tuttle.  This  is  something  evidently  prepared  by  the  attor- 
neys.   I  never  saw  it  before. 

Mr.  Eedfield.  Will  you  answer  the  question,  ]SIr.  Tuttle? 

Mr.  Tuttle.  Wliat  was  the  question '.  [The  pending  question  was 
repeated  by  the  stenographer  as  above  recorded.]     Yes. 

Mr.  Caeusi.  What  is  this  paper,  j\Ir.  Eedfield  ? 

Mr.  Eedfield.  That  is  a  statement  taken  from  the  records  of  the 
District  of  Columbia  showing  the  original  subscribers  to  the  stock 
of  the  First  National  Co.,  or  purporting  to  show  that. 

Mr.  Tuttle.  Was  it  filed  with  the  recorder  ? 

Mr.  Eedfield.  Of  course  it  is  subject  to  your  examination. 

Mr.  Carusi.  I  just  wanted  to  know  what  the  purport  of  it  was— 
whether  it  was  issued  by  the  company  or  what. 

Mr.  Eedfield.  Xo  ;  it  is  supposed  to  be  an  extract  from  the  public 
records. 

;Mr.  Prouty.  Are  these  names  the  names  of  the  incorporators? 

Mr.  Eedfield.  The  original  subscribers  to  the  first  issue.  I  will 
leave  that  matter  to  Judge  Prouty  to  develop  as  he  may  think  best. 

Xow,  Mr.  Tuttle,  I  am  going  to  ask  you  some  questions  relating 
to  the  second  and  third  .Senior  reports,  issued  by  the  insurance  depart- 
ment of  the  State  of  Xew  York,  which  appear,  if  you  desire  to  refer 
to  them,  upon  page  184  and  following,  of  the  record. 

Mr.  Tuttle.  Which  book,  Mr.  Eedfield? 

Mr.  Eedfield.  Xo.  2.  I  call  your  attention  on  page  186  to  the 
prospectus  of  the  Protective  Holding  Corporation,  "  We  propose  to 
provide  a  surplus  equal  to  the  capital." 

Mr.  Tuttle.  About  where  is  that? 

Mr.  Eedfield.  In  the  third  paragraph  on  page  186 : 

We  propose  to  provide  a  surplus  equal  to  the  capital ;  thus,  with  no  necessity 
of  increasing  the  surplus  dividends  will  be  available  from  the  beginning. 

Was  it  your  intention  to  pay  dividends  from  the  beginning  out  of 
the  surplus  thus  paid  in  by  the  stockholders  ? 

Mr.  Tuttle.  Well,  ^Ir.  Eedfield,  this  that  you  just  read,  after  the 
words  "  We  propose  to  "  has  some  stars,  showing  that  there  was  some- 
thing omitted.  I  do  not  know  what  was  omitted,  and  I  do  not  know 
whether  it  has  any  bearing  on  it  or  not. 

Mr.  Eedfield.  Suppose  we  take  the  portion  after  that  and  simply 
take  the  statement  quoted  from  the  record  without  any  omission. 
"  Dividends  will  be  available  from  the  beginning." 
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Mr.  TuTTLE.  Because  of  the  paid-in  surplus. 

Mr.  IIedfie.ij>.  And  the  only  source  from  which  those  dividends 
would  be  available  from  the  beginning  would  be  the  paid-in  surplus, 
would  it  not  ? 

Mr.  TuTTtE.  If  it  declared  a  dividend  the  moment  it  was  organ- 
ized ;  yes,  sir. 

Mr.  Eedpield.  So  if  dividends  were  paid  at  the  beginning  they 
would  have  to  be  paid  from  the  surplus  ? 

Mr._  Ttjttle.  Yes ;  if  dividends  were  paid  the  day  after  it  was 
organized.  You  understand  we  did  not  write  that  prospectus ;  that 
was  the  Manning  prospectus,  I  believe. 

Mr.  Kedfield.  The  Manning  prospectus;  yes.  I  call  your  atten- 
tion in  the  paragraph  below  to  the  statement  made  that  the  Pro- 
tective Fire  Insurance  Co.  will  begin  operations  with  a  paid-in  capital 
of  $400,000  and  a  paid-in  surplus  of  $400,000.  That  was  modified, 
was  it  not,  as  per  the  following  paragraph,  to  mean  "  less  the  neces- 
sary organization  expenses  "  ? 

Mr.  TrfTTLE.  Yes,  sir. 

Mr.  Redeield.  It  was  modified,  was  it  not,  because  it  was  felt  that 
the  omission  of  that  statement  was  misleading? 

Mr.  TuTTLE.  It  was  modified  for  that  reason  after  its  having  been 
called  to  our  attention. 

Mr.  Redfield.  But  because  of  the  action  of  the  public  authorities  ? 

Mr.  Ttttti^.  Sir? 

Mr.  Redeield.  Because  of  the  action  of  the  public  authorities? 

Mr.  TuTTLE.  Not  because  of  the  action. 

Mr.  Redfield.  But  because  of  the  suggestion? 

Mr.  TuTTLE.  Yes. 

Mr.  Redfieud.  To  what  extent  have  payments  been  refused  by  any 
of  the  subscribers  to  the  Commercial  or  the  First  National  stock? 

Mr.  Tuttle.  I  do  not  know.  Do  you  mean  between  any  particular 
dates  or  for  all  time? 

Mr.  Redfield.  For  all  time. 

Mr.  Tuttle.  I  could  not  tell  you. 

Mr.  Redfield.  Can  you  inform  the  committee  as  to  how  many 
subscribers  have  failed  to  complete  payments  that  are  due  and  to 
what  extent  payments  are  overdue? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  Can  you,  obtain  such  information  from  your  rec- 
ords? 

Mr.  Tuttle.  I  believe  I  can.    I  will  if  I  can. 

Mr.  Redfield.  As  a  matter  of  fact,  is  it  so  that  in  such  cases  where 
these  payments  lapsed  the  stock  or  what  remained  unpaid  of  the 
stock  was  sold  to  other  parties? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  In  the  third  Senior  report,  on  page  191  of  the  rec- 
ord, I  call  your  attention  to  the  fact  that  whereas  in  the  first  report 
it  was  pointed  out  to  you,  on  page  175,  that  under  the  new  contract 
with  Wightman  &  Dudley  the  arrangement  did  not  limit  the  promo- 
tion expenses  to  15  per  cent  for  the  reasons  stated  in  the  paragraph 
under  the  head  "  Stock-selling  contract " 

Mr.  Tuttle.  That  is  on  page  175? 
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Mr.  Redfteld.  Yes.  And  whereas  in  the  bottom  paragraph  on 
that  same  page,  under  the  head  of  "  Summary,"  it  is  stated  that — 

This  plan,  inaugurated  by  the  agency  of  Messrs.  Wightnian  &  Dudley,  has 
resulted  in  a  reduction  of  the  total  expense  of  selling  the  stock  to  about  15  per 
cent  of  the  gross  amount  of  subscriptions. 

In  the  third  Senior  report  this  phrase  appears  at  the  top  of  para- 
graph 4,  page  191: 

The  expectation  that  the  cost  of  selling  stock  through  the  agency  of  Tuttle, 
Wightman  &  Dudley  would  be  reduced  to  15  per  cent  has  not  yet  been  realized. 

That  is  a  correct  statement,  is  it  not? 
Mr.  Tuttle.  Yes ;  followed  by  the  words : 

The  contract  with  the  above  firm  provides  for  an  expense  not  exceeding  10 
per  cent  of  the  total  amount  of  subscriptions. 

Mr.  REDriELD.  And  then  goes  on  to  explain  the  expense  of  the 
New  York  office? 

Mr.  Tuttle.  Yes. 

Mr.  Redfield.  Over  the  page,  on  page  19"2,  I  call  your  attention  to 
a  pamphlet  giving  a  description  of  the  Protective  Corporation,  in 
which  it  is  said: 

It  has  already  established  1,700  agencies,  which  control  an  annual  business  of 
more  than  $200,000,000. 

Is  it  not  a  fact  that  the  Protective  Fire  In.surance  Co.  never  com- 
pleted its  formation,  and  instead  of  going  on  with  the  insurance  busi- 
ness, took  over  the  Commercial  Fire  Insurance  Co.  of  Washington  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  How  do  you  explain  the  statement  that  the  Pro- 
tective Corporation  had,  at  the  date  of  the  issuance  of  this  pamphlet, 
already  established  1,700  agencies,  which  controlled  an  annual  busi- 
ness of  over  $200,000,000? 

Mr.  Tuttle.  The  Protective  Fire  Insurance  Co.  never  commenced 
to  write  business.  It  was  chartered  by  the  State  of  New  York,  but 
could  not  commence  to  write  business  until  it  was  licensed.  It  could 
not  be  licensed,  of  course,  until  it  had  its  minimum  capital  paid  up. 
Elsewhere  in  the  same  piece  of  literature  in  which  that  appeared 
several  times,  if  I  recollect  correctly,  were  the  statements  that  the 
company  had  not  commenced  business,  but  expected  or  hoped  to  com- 
mence business  in  the  future.  In  relation  to  the  establishing  of  1,700 
agencies,  there  were  secured  the  applications  on  application  blanks 
furnished  for  that  purpose,  of  over  1,700  fire  insurance  agents 
throughout  the  United  States,  who  stated  that  they  hereby  made 
application  for  the  agency  and  would  give  it  a  certain  amount  of 
business. 

Mr.  Redfield.  So  that  at  the  time  the  statement  was  made  that  it 
had  already  established  1.700  agencies  it  was,  as  a  matter  of  fact,  not 
chartered  to  do  business,  and  what  took  place  was  that  it  had  applica- 
tions from  1,700  agencies?    Is  that  it? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Rediield.  That  is  the  fact,  is  it  not? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  So  when  in  the  paragraph  just  below  the  center  of 
the  same  page  the  statement  is  made — 

that  the  Protective  Fire  Insurance  Co.,  now  chartered  by  the  State  of  New  York, 
one   of  the  largest  fire  insurance  companies  in  the   country,  whose  ultimate 
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capital  and  surplus  is  set  at  $5,000,000  and  whose  agents  now  control  an  annual 
business  in  excess  of  $200,000,000,  will  be  owned,  controlled,  and  operated  by 
the  Protective  Corporation  of  Syracuse,  N.  Y. — 

The  fact  is  that  that  company  never  completed  its  formation ;  as  a 
matter  of  fact,  never  had  $5,000,000  of  capital,  and  never  did  an 
annual  business  of  any  nature  whatever.     Is  not  that  so  ? 

Mr.  TuTTLE.  That  is  correct,  and  we  never  said  it  was  so. 

Mr.  Redfield.  Referring  to  the  next  paragraph,  will  you  inform 
the  committee  why  the  information  respecting  the  number  of  sub- 
scribers and  amount  of  stock  subscribed  for  was  refused  by  the 
officer  in  charge  of  the  New  York  office  of  the  corporation  ? 

Mr.  TuTTLE.  Where  did  you  say  that  was  ? 

Mr.  Redfield.  The  last  paragraph  but  one. 

Mr.  Tltttue.  I  can  tell  you  what  I  know  about  that  from  hearsay, 
that  one  of  the  examiners  from  the  New  York  insurance  department 
went  to  the  New  York  office  of  Tuttle,  Wightman  &  Dudley  and  asked 
for  a  list  of  the  stockholders  and  the  amount  of  stock  subscribed  for. 
He  was  refused  the  information.  When  Mr.  Dudley  went  out  to 
lunch  the  examiner  came  back,  and  Mr.  Dudley,  returning  for  some- 
thing, caught  him  at  it  and  put  him  out  of  the  office. 

Mr.  Cahusi.  Caught  him  at  what  ? 

Mr.  TuTTUE.  Caught  him  copying  the  list. 

Mr.  Berger.  What  list?    The' list  of  stockholders? 

Mr.  TvmsE.  Yes,  sir. 

Mr.  Redfield.  Who  was  it  he  put  out  of  the  office? 

Mr.  Tdttle.  One  of  the  examiners,  as  I  understand  it,  of  the  New 
York  department. 

Mr.  Berger.  Is  that  list  a  secret  list,  or  what  is  there  about  that? 
Why  could  they  not  copy  a  list  of  the  stockholders  ? 

Mr.  TuTTLE.  If  the  list  of  stockholders  was  available  to  hostile 
minds  they  could  do  a  company  and  do  the  stockholders  themselves  a 
great  amount  of  harm. 

Mr.  Berger.  In  what  way,  please,  Mr.  Tuttle  ? 

Mr.  Tuttle.  In  just  the  way  that  a  man  is  trying  to  do  now  in  the 
case  of  the  Commercial  Fire  Insurance  Co.  He  is  circularizing  a  list 
of  the  former  Protective  stockholders  who  are  now  Commercial  stock- 
holders, quoting  a  question  of  Mr.  Redfield's,  which  says  if  a  certain 
thing  happened  or  should  happen,  would  not  the  company  go  in  the 
hands  of  a  receiver?  Then  this  broker  says,  "  Now,  when  a  company 
gets  in  this  kind  of  shape  don't  j'ou  think  you  had  better  sell  the 
stock  for  $2  a  share  to  me?  "  That  is  one  of  the  illustrations  of  the 
harm  that  could  come  about. 

Mr.  Carusi.  I  may  say  that  letter  and  a  telegram  are  attached  to 
the  list  which  I  furnished  the  chairman  in  response  to  the  call  of  the 
committee,  with  the  request  that  the  list  be  kept  for  the  private  use 
of"  the  committee.  That  was  an  illustration  of  the  danger  to  a  com- 
pany and  to  the  stockholders  in  having  the  list  published  broadcast. 

Mr.  Redfield.  Mr.  Tuttle,  why  did  you  consider  an  examiner  of 
the  State  insurance  department  of  New  York  State  a  hostile  party? 

Mr.  TuTTi.E.  The  New  York  department  has  been  hostile  to  me  for 
a  good  many  years. 

Mr.  Redfield.  Why? 

Mr.  Tuttle.  I  presume  because  when  I  was  about  25  or  26  years 
old  I  published — I  wrote  a  letter  to  the  New  York  Times  in  which  I 
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described  Lou  Payne,  the  superintendent  of  insurance,  as  a  thief  and 
a  self-confessed  thief.  And  the  same  deputy  commissioner  was  then 
deputy,  I  believe — at  least  chief  clerk  then  and  deputy  since — Henry 
D.  Appleton. 

]Mr.  Redfield.  Then  you  regard  the  New  York  State  insurance 
department  as  hostile  to  3'ou  on  personal  grounds? 

Mr.  TuTTLE.  I  have  believed  so ;  yes,  sir. 

Mr.  Redfield.  Then  how  do  you  explain  the  statements  made  by 
one  of  the  witnesses  for  the  company  here  that  the  first  Senior  report 
made  by  the  New  York  insurance  department  was  complimentary  to 
you? 

Mr.  Tuttle.  Because  I  presume  they  were  telling  the  truth  about 
a  joart  of  the  thing  in  there. 

Mr.  Redfield.  So  that  when  they  speak  well  of  j'ou  they  are  tell- 
ing the  truth,  in  your  view,  and  when  they  speak  in  criticism  of  you 
that  is  personal  antagonism.    Is  that  the  idea? 

Mr.  Tltttle.  Well,  I  have  not  gone  to  that  extent. 

Mr.  Redfield.  We  would  like  to  have  it  explained,  because  some 
of  the  members  of  the  committee  noticed,  Mr.  Tuttle,  that  when  you 
were  examined  in  direct  examination  on  the  New  York  State  insur- 
ance department  reports  you  were  only  examined  upon  the  first  one, 
Avliich  is  the  one  which  is  said  to  be  complimentary,  whereas  the  latter 
two  were  omitted  in  your  examination.  How  do  you  explain  the 
alleged  compliment  to  you  in  the  first  report  and  the  alleged  personal 
antagonism  of  the  second  and  third? 

Mr.  Tuttle.  I  have  not  tried  to  explain  them  eveii  in  my  own 
mind. 

Mr.  Redfield.  Is  it  not  a  fact  that  the  Protective  Fire  Insurance 
Co.  and  its  allied  interests  found  it  impossible  to  proceed  because  of 
the  criticism  of  them  contained  in  the  second  and  third  senior  reports  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Mr.  Tuttle,  did  you  authorize  the  statements  made 
in  the  pamphlet  entitled  "  Two  boys  "  and  containing  the  portraits 
and  biographies  of  yourself  and  Mr.  Wightman,  stating  that  the 
business  in  the  oifice  of  Robert  R.  Tuttle  &  Co.  exceeds  $100,000,000 
annually  ? 

Mr.  Tuttle.  No,  sir ;  I  did  not ;  but  that  is  true — that  the  jsroperty 
insured  exceeded  that. 

Mr.  Redfield.  What  do  you  mean  by  "  the  business  exceeds  $100,- 
000,000  annually"? 

Mr.  Tuttle.  That  the  amount  of  risk  assumed  by  the  companies 
in  my  general  agency  was  in  excess  of  $100,000,000. 

Mr.  Redfield.  Did  you  authorize  the  statement  in  the  letters  issued 
by  the  corporation  or  any  of  the  corporations  connected  with  the 
Protective  Co.  that  it  was  only  paying  $42  a  month  rent,  whereas,  as 
a  matter  of  fact,  it  was  paying  rent  at  the  same  time  for  a  New  York 
office  which  amounted  to  $662.50? 

Mr.  TuTTi.E.  Mr.  Redfield,  my  memory  may  not  be  perfectly  clear 
on  that  pmnt,  but  this  is  the  way  it  reads  in  Mr.  Senior's  report : 

In  reply  to  many  Inquiries  from  subscribers  letters  have  been  issued  by  the 
corporation  stating  that  it  is  only  paying  $42  a  month  rent. 

Mr.  Redfield.  Will  you  proceed  and  read  the  rest  of  that,  and  then 
make  your  explanation? 
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Mr.  TuTTLB.  Knowing  Mr.  Senior  as  I  do- 


Mr.  Redfield  (interposing).  Excuse  me,  Mr.  Tuttle.  Will  you 
proceed  with  the  rest  of  the  paragraph  and  then  make  your  state- 
ment afterwards? 

Mr.  Ttjttle  (reading)  : 

This  statement  in  regard  to  rent  is  not  complete,  since  it  only  includes  the 
rent  of  the  Syracuse  office.  No  mention  is  made  of  the  fact  that  the  corpora- 
tion is  now  paying  rent  for  -i  New  York  office,  which  since  October  1,  1910,  has 
amounted  to  $662.50. 

Mr.  Redfield.  Xow,  make  any  explanatioi^  that  you  desire. 

Mr.  Tuttle.  I  just  want  to  get  the  date  of  this  report — February 
14  and  "  since  October  1."  Mr.  Senior  does  not  say  that  those  letters 
were  written  after  October  1,  1910,  and  he  is  very  capable  of  sup- 
pressing that  fact.  I  know  that  if  I  sent  out  any  letters  stating  that 
the  rent  of  the  corporation  was  $42  a  month,  that  is  just  what  it  was, 
and  not  a  cent  more. 

Mr.  Redfield.  So  that  you  would  have  an  explanation  of  that  ap- 
pear upon  the  committee's  record  as  a  statement  made  under  oath  in 
which  pertinent  facts  were  suppressed  by  the  examiner  ? 

Mr.  Tuttle.  The  statement  that  I  made  was  made  under  oath  and 
with  a  realization  of  it. 

Mr.  Redfield.  The  statement  by  Mr.  Senior  was  under  oath,  was 
it  not? 

Mr.  Tuttle.  I  do  not  loiow.    The  record  will  show. 

Mr.  Redfield.  Page  197.    It  was  under  oath? 

Mr.  Tuttle.  Yes. 

Mr.  Redfield.  Mr.  Tuttle,  what  expjanation  do  you  offer  of  the 
statement  made  by  Mr.  Senior  under  oath  that — 

Frequent  references  are  made  to  the  fact  that  stock  is  not  sold  through  sales- 
men, but  entirely  through  the  mail  on  a  commission  of  5  per  cent.  T.  F. 
Graehling,  of  Buffalo,  X.  Y..  is  employed  as  a  salaried  agent  at  $2,.'500  per  annum. 

Mr.  Tuttle.  Followed  immediately  by  the  words : 

So  far  as  developed  on  the  examination,  he  is  the  only  person  regularly  so 
employed. 

Mr.  Redfield.  Q.uit«  right. 

Mr.  Tuttle.  Yes,  sir.  Mr.  Graehling  was  under  contract,  made 
by  Mr.  Manning,  a  three-year  contract  that  could  not  be  avoided  very 
well,  and  he  was  employed  as — ^he  was  going  to  be  special  agent  and 
adjuster.  His  business  is  adjusting  fire  losses,  and!^  has  been  for  a 
number  of  years,  and  that  was  all  explained  to  Mr.  Senior.  Mr. 
Senior  was  well  informed  that  Mr.  Graehling  was  not  eniployed 
merely  for  the  purpose  of  selling  stock,  and  yet  heincludes  it  in  here, 
as  though  he  had  unearthed  that  fact  and  contradicted  our  statement 
that  we  were  only  selling  by  mail. 

Mr.  Redfield.  Mr.  Graehling  did  sell  some  stock,  did  he  not  ? 

Mr.  Tuttle.  He  did. 

Mr.  Redfield.  Then,  so  far  as  he  did  sell  stock,  the  statement  made 
that  stock  was  not  sold  through  salesmen  would  need  modification, 
would  it  not  ? 

Mr.  Tuttle.  Well 

Mr.  Redfield  (interposing).  Will  you  just  answer  that  question 
just  as  specifically  as  you  are  able? 
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Mr.  TtJTTLE.  I  do  not  know  that  Mr.  Graehling  sold  stock  person- 
ally after  we  commenced  to  sell  it  by  mail.  I  do  not  recollect  that. 
But  he  was  under  contract  and  we  had  to  pay  him. 

Mr.  Redfield.  Look  at  the  statement  made  in  the  last  paragraph 
of  that  page : 

Statements  are  also  made  to  tbe  effect  that  tlie  Investments  of  a  fire  insur- 
ance company  are  prescribed  and  safeguarded  by  law,  and  that  there  is  no  lia- 
bility to  stockholder:^  of  a  stock  Are  insurance  company  under  the  laws  of 
the  State  of  New  York.  As  the  subscribers  are  not  offered  stock  in  a  fire 
insurance  company,  but  stock  in  a  business  corporation,  not  authorized  to 
transact  Are  insurance  business,  their  investments  are  not  prescribed  nor 
safeguarded  by  law. 

Will  vou  explain  that  statement  made  by  the  examiner  under 
oath? 

Mr.  Ttjttle.  I  should  think  that  if  the  money  invested  in  a  busi- 
ness corporation  was  put  into  a  fire  insurance  corporation  that  the 
investment  was  prescribed  and  safeguarded  by  law. 

Mr.  Redfield.  Even  if  the  stockholders  themselves  owned  stock  in 
the  holding  corporation,  which,  in  its  turn,  owned  the  fire  insurance 
corporation  ? 

Mr.  TuTTLE.  And  they  bought  the  stock  with  that  understanding 
and  with  that  purpose. 

Mr.  Redfield.  So  you  would  regard  that  as  a  correct  statement 
made  that  way  ? 

Mr.  Ttjttle.  I  think  the  effect  of  it  would  be  the  same  thing,  but  I 
think  it  could  have  been  differently  worded. 

Mr.  Redfield.  Is  it  not  a  factj  Mr.  Tuttle,  that  those  stockholders 
were  offered  stock  in  the  Protective  Co.,  which,  in  its  turn,  owned  the 
fire  insurance  companv  or  was  to  own  it,  and  that  the  only  stock  that 
was  safeguarded  by  law,  as  you  describe  it,  was  that  of  the  fire 
insurance  company,  none  of  which  was  owned  individually  by  the 
stockholders  of  the  Protective  but  by  the  corporation  itself? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Referring  to  page  194,  "  Earnings  of  fire  insurance 
companies,"  and  to  the  statement  made  that  the  average  net  earnings 
for  the  year  1909 — in  which  you  note  I  make  an  omission — amounted 
to  87  per  cent,  and  to  the'  criticism  in  the  following  paragraph : 

For  the  reason  that  the  basis  of  the  figures — earnings  on  capital — is  not  the 
proper  basis  as  understood  by  the  department  and  fire  insurance  experts.  The 
proper  basis  is  the  proprietary  interest  of  the  owners  of  a  given  company  at 
the  beginning  of  each  year — 

And  so  on.  As  a  matter  of  fact,  the  statement  of  87  per  cent  profit 
was  based  upon  the  nominal  capital  stock  of  the  company,  was  it  not, 
and  did  not  allow  for  the  total  investment  of  the  stockholders  in  that 
company  in  the  form  of  surplus  ? 

Mr.  Tuttle.  The  first  time  that  I  ever  heard  of  proprietary  in- 
terest and  that  a  company's  earnings  should  be  figured  each  year  on 
the  amount  of  its  capital  plus  surplus  was  when  this  report  came  out. 
It  would  be  almost  impossible  to  figure  it,  because  the  surplus  of  every 
company  varies,  it  goes  up  or  down  every  year,  and  as  a  basis  that  is 
never  used.  I  never  heard  of  it  being  used  before  this  report  and 
never  heard  of  it  being  used  by  anybo(^  since. 

Mr.  Redfield.  Is  it  not  the  fact,  Mr.  Tuttle,  that  if  you  own  stock 
in  a  company  which  has  $1,000  capital  and  $1,000  surplus,  and  you 
own  it  aU,  that  you  have  an  interest  of  $2,000  ? 
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Mr.  TuTTLE.  Yes,  sir. 

Mr.  Eedfield.  And  that  if  you  get  10  per  cent  upon  the  capital 
stock  you  reckon  that  you  receive  5  per  cent  on  your  investment  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Redfieu).  Do  you  enter  any  denial  to  the  following  statements 
made  by  the  examiner  in  the  third  report : 

TUe  uiiuiagers  are  coutiuuiug  to  conduct  the  promotion  in  an  expensive  man- 
ner. Tlie  broad  claim  made  that  the  expenses  of  organization  Include  the 
establishment  of  agencies  is  not  wholly  borne  out  by  the  facts.  The  disburse- 
ments shown  herein  justify  the  opinion  that  the  affairs  of  this  corporation  are 
being  administered  on  a  plan  which  has  thus  far  resulted  in  a  considerable 
reduction  of  the  "amount  contributed  by  the  stockholder  who  invests  therein. 
The  literature  and  circulars  issued  contain  exaggerated  statements  as  to  the 
future  volume  of  business  and  statistics  not  based  upon  correct  premises  regard- 
ing the  eai-niugs  of  fire  insurance  companies. 

Are  not  those  statements  true  ? 

Mr.  TuTTLE.  Ko,  sir;  that  is  Mr.  Senior's  opinion.  It  is  not  my 
opinion  altogether. 

Mr.  Redfiedd.  And  the  statement  of  Mr.  Senior,  made  under  oath 
to  the  insurance  department  of  the  State  of  New  York,  you  regard  as 
inaccurate,  do  you? 

,  Mr.  TuTTLE.  I  regard  his  opinion  as  expressed  in  that  report  as 
inaccurate. 

Mr.  Redfield.  And  as  based  upon  personal  antagonism  to  you? 
Is  that  the  fact,  as  I  understood  you  to  say  before? 

Mr.  TuTTLE.  No;  I  did  not  say  that  Mr.  Senior  Avas  particularly 
personally  antagonistic  to  me. 

Mr.  Redfield.  Then  why  did  he  say  these  things,  Mr.  Tuttle,  under 
oath? 

Mr.  Tuttle.  I  am  afraid  you  will  have  to  ask  him. 

Mr.  Redfield.  You  do  not  know  ?  Is  that  so,  Mr.  Tuttle,  that  you 
do  not  know  why  he  said  these  things  under  oath? 

Mr.  Tuttle.  No. 

Mr.  Cakusi.  Just  at  this  point,  if  you  will  permit  me,  what  is  the 
'form  of  oath  that  has  been  referred  to?     Will  you  read  the  verifi- 
cation ? 

Mr.  Tuttle.  Shall  I  read  it  ? 

Mr.  Carusi.  Yes ;  I  would  like  you  to  read  it. 

Mr.  Tuttle  (reading) : 

Leon  S.  Senior,  being  duly  sworn,  deposes  and  says  that  the  foregoing  report 
subscribed  by  him,  being  an  amendment  of  the  report  of  examination  of  the 
same  company  bearing  the  same  date  and  sworn  to  by  him  on  February  15, 
1911,  is  true  to  the  best  of  his  knowledge  and  belief. 

Leon  S.  Seniob. 

Mr.  Redfield.  Is  that  all,  Mr.  Carusi  ? 

Mr.  Cabusi.  Yes. 

Mr.  Redfield.  Mr.  Tuttle,  did  you  represent  the  Dubuque  Fire  & 
Marine  Ck).  in  Syracuse? 

Mr.  Tuttle.  Yes,  sir.  I  represented  them  from  Syracuse  for  New 
York,  Pennsylvania,  New  Jersey,  and  at  one  time  Maryland. 

Mr.  Redfield.  For  how  long? 

Mr.  Tuttle.  About  a  year  and  a  half. 

Mr.  Redfield.  Did  they  cancel  the  agency  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Did  they  bring  suit  against  you  ? 
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Mr.  TuTTLE.  No,  sir. 

Mr.  Cartjsi.  At  this  point  I  may  say,  Mr.  Redfield,  that  there  is 
pending  a  suit  brought  by  Mr.  Tuttle  in  Xew  Yorlc  against  that 
insurance  company  in  which  he  claims  a  very  large  amount  of  money 
as  damages;  and  while  the  suit  has  not  been  vigorously  pressed  in 
the  last  few  years,  it  is  still  in  a  position  to  be  brought  to  a  speedy 
trial,  and  I  think  I  ought  to  object  to  any  line  of  questioning  that 
would  develop  the  evidence  upon  which  Mr.  Tuttle  may  have  to  rely 
in  his  suit  against  that  company. 

Mr.  Rediteld.  We  will  not  touch  it,  Mr.  Carusi. 

Mr.  Carusi.  Unless  it  is  very  pertinent  to  some  issue  in  this  inves- 
tigation. 

Mr.  Redfield.  How  long  has  that  suit  been  pending,  brought  by 
you  against  the  Dubuque  Fire  &  Marine  Co.  ? 

Mr.  Ttjttije.  I  can  not  tell  you,  Mr.  Redfield.  I  wanted  it  tried 
before  a  referee  instead  of  a  jury.  My  attorneys  wanted  to  try  it 
before  a  jury,  and  we  argued  the  matter  for  some  weeks,  and  then 
finaly  decided  on  a  referee,  and  the  other  side  picked  out  or  sub- 
mitted a  list  of  names  and  none  of  them  would  be  satisfactory  to  us 
and  we  would  submit  a  list  of  names  to  them  and  it  would  not  be 
satisfactory,  and  it  took  several  months  before  finally  a  referee  was 
agreed  upon,  and  then  shortly  after  that  I  became  very  busy  witThi 
the  Protective  matter,  and  1  should  judge  that  it  was  three  and  a  half 
or  four  years  ago  that  the 

Mr.  Redfield  (interposing).  Was  not  that  suit  put  on  the  calendar 
in  1907? 

Mr.  Tu'rTLE.  I  do  not  think  so.  I  think  it  was  in  1908  or  1909.  I 
am  testifying  from  memory. 

Mr.  Redfield.  Was  there  not  a  riding  made  within  a  month  that 
unless  the  case  was  noticed  before  the  referee  on  March  1  next  the 
complaint  would  be  dismissed? 

Mr.  Tuttle.  Yfes,  sir.  I  have  had  an  attorney  go  up  to  New  York 
State  on  that  matter. 

Mr.  Redfield.  Was  W.  N.  Nottingham  put  in  your  office  to  look' 
after  the  interests  of  the  Delaware  Co.? 

Mr.  Tuttle.  No,  sir;  there  was  no  man  in  my  office  ever  by  that 
name. 

Mr.  Redfield.  Is  it  or  is  it  not  a  fact  that  certain  insurance  com- 
panies which  you  had  at  one  time  or  another  represented  sent  a  man 
to  your  office  to  inspect  the  conduct  of  their  affairs  ? 

Mr.  Tuttle.  To  inspect 

Mr.  Redfield  (interposing).  The  conduct  of  their  affairs? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Which  were  in  your  hands  ? 

Mr.  Tuttle.  Yes,  sir;  that  is  a  usual  thing  among  all  general 
agencies,  between  the  company  and  the  general  agencies. 

Mr.  Redfield.  Did  not  the  Dubuque  Fire  &  Marine  Co.  discon- 
tinue their  agency  with  you  on  the  ground  of  flagrant  violations  of 
the  provisions  of  the  agreement  ? 

Mr.  Carusi.  I  object,  because  to  answer  that  question  properly  and 
with  the  proper  qualifications 

Mr.  Redfield  (interposing).  That  is  the  suit  in  question,  is  it? 

Mr.  Carusi.  Yes,  sir. 
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Mr.  Redfield.  I  will  withdraw  that.     Strike  the  question  out. 

Mr.  Caeusi.  We  would  have  to  go  into  the  entire  controversy  with 
the  Dubuque  Co. 

Mr.  Eedfield.  Did  you  have  a  controversy  with  the  Allegheny  In- 
surance Co.  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Eedfield.  And  of  what  nature,  Mr.  Tuttle  ? 

Mr.  Tuttle.  I  appointed  the  officers  of  that  company  as  agents  for 
the  Northwestern  Fire  &  Marine,  of  Minneapolis,  and  they  appointed 
me  as  agent  for  the  Allegheny  Fire  Insurance  Co.  When  they  re- 
tired from  business  or  from  New  York  State — ^from  business,  I 
think — they  owed  me  in  round  figures  $2,500,  and  I  owed  them  $2,500. 
They  have  never  paid  me,  and  I  have  never  paid  them.  An  attorney 
that  I  had  from  Syracuse  went  to  Pittsburgh  and  stated  upon  his  re- 
turn that  he  saw  in  a  check  book  a  check  drawn  to  my  order  for 
twenty-five  hundred  and  odd  dollars,  and  on  the  stub  the  words  "  in 
full  settlement."  I  do  not  believe  there  was  ever  any  denial  on  their 
part  that  they  did  owe  me  the  money.  The  company  being  out  of 
business,  the  president  of  that  company,  who  was  my  agent,  turned 
over  the  obligation  to  a  bank,  of  which  he  is  president — -the  Bank  of 
Secured  Savings — in  order  to  get  the  account  into  a  third  party's 
hands,  and  he  has  commenced — the  bank  has  commenced  suit  against 
me,  and  my  counsel  advises  me  that  I  can  commence  suit  in  Pitts- 
burgh against  him.  It  will  be  a  stand-off.  That  is  the  best  it 
could,  be. 

Mr.  Eedfteij).  Did  you  not  make  a  compromise  with  the  Alle- 
gheny Insurance  Co.  of  $7,000,  of  which  $2,000  was  paid  in  rash  and 
10  notes  of  $500  each  given  for  the  balance  ? 

Mr.  Tuttle.  No,  sir.  There  was  no  compromise  settlement  by 
which  any  portion  that  I  owed  them  was  thrown  off^  if  that  is  the 
effect  of  your  question. 

Mr.  Eedfield.  I  did  not  ask  you  that.  I  asked  you  if  you  did  not 
make  a  compromise  settlement  with  the  Allegheny  Fire  Insurance 
Co.  in  which  the  claim  was  compromised  for  $7,000,  of  which  $2,000 
was  paid  in  cash  and  10  notes  of  $500  each  taken  for  the  balance? 

Mr.  Tuttle.  No;  my  recollection  is  that  there  wag  no  compromise 
settlement  at  all  with  them. 

Mr.  Eedfield.  Did  you  pay  them  $2,000  in  cash  or  give  them  10 
notes  for  $500  each? 

Mr.  Tuttle.  I  do  not  recollect. 

Mr.  Eedfield.  Do  you  not  recollect  anything  about  it  ? 

Mr.  Tuttle.  I  recollect  what  I  have  told  you. 

Mr.  Eedfield.  No  more? 

Mr.  Tuttle.  No. 

Mr.  Eedfield.  Do  you  know  whether  any  of  those  notes  were  paid  ? 

Mr.  Tuttle.  It  is  possible  that  Mr.  Carusi  can  inform  you,  because 
he  has  the  jacket  containing  that  information,  if  he  wants  to  disclose 
what  the  suit  is  going  to  be.    That  is  another  lawsuit. 

Mr.  Eedfield.  Is  it  not  a  fact  that  suit  is  pending  against  you  now 
for  the  payment  of  one  of  those  notes  ? 

Mr.  Tuttle.  Mr.  Carusi  could  tell  you  that  better  than  I  could. 

Mr.  Eedfield.  Do  you  not  know?     . 

Mr.  Tuttle.  No  ;  I  do  not  know ;  that  is  just  the  point. 
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Mr.  Caeusi.  There  is  a  suit  pending  concerning  the  subject  matter 
that  he  has  already  testified  to  about  the  $2,500  transaction,  and  it 
is  awaiting  trial  when  I  get  out  of  this  committee. 

Mr.  Redfieu).  Mr.  Tuttle,  you  have  testified,  as  I  understand  you, 
about  a  case  in  which  one  claim  substantially  offsets  another.  Is  that 
the  whole  of  it.  or  is  it  not  true  that  you  do  owe  to  the  Allegheny 
Insurance  Co.,  or  to  some  parties  to  whom  they  have  transferred  vour 
notes,  certain  notes  which  are  unpaid  and  for  which  suit  is  now  pend- 
ing against  you? 

Mr.  Ttjttle.  In  excess  of  the  amount  thej-  owe  me?     No,  sir. 

Mr.  Redfield.  I  do  not  know  anything  about  what  they  owe  you, 
and  I  did  not  ask  you  that;  but  is  it  not  true  that  certain  parties  hold 
notes  given  originally  to  the  Allegheny  Insurance  Co.,  or  for  their 
account,  which  are  unpaid  and  for  which  suit  is  now  pending  against 
you? 

jNIr.  Ttttle.  Yes,  sir ;  and  I  want  to  qualify  that  by  saying  that 
those  people  owe  me  just  as  much  as  they  claim  I  owe  them,  and  they 
do  not  deny  it. 

Mr.  Redfield.  Is  it  not  true  that  the  Northwestern  Fire  &  Marine 
Co.  sent  a  Mr.  Losee  to  Syracuse,  who  stayed  there  some  considerable 
time,  going  over  your  books  of  account ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Why  did  they  send  him? 

Mr.  Tuttle.  The  general  agency  existing  between  the  Northwest- 
ern Fire  &  Marine  and  myself  for  New  York,  Pennsylvania,  and 
New  Jersey,  which  had  existed  for  perhaps  two  years,  and  during 
which  period  they  had  had  a  loss  ratio  of  about  22  per  cent  on  a 
business  of  over  $200,000,  was  taken  up,  due  to  the  fact  that  the  man- 
agement at  the  home  office  changed,  the  president.  Otto  Tollefson, 
being  ousted,  and  the  new  president,  Mr.  Leach,  immediately  put- 
ting his  company  in  the  board,  whereas  theretofore  it  had  been  a  non- 
board  company."  Mr.  Leach  sent  Mr.  Losee  to  Syracuse  to  reconcile 
the  accounts  between  the  two  offices,  and  that  was  finally  done  and 
thev  were  paid  every  cent  that  they  claimed. 

Mr.  Carusi.  Mr.  Redfield,  I  wish  to  interpose  a  general  objection, 
with  the  permission  of  the  committee.  If  every  controversy  that 
Mr.  Tuttle  has  ever  had  with  any  company  he  represented ;- 

Mr.  Tuttle  (interposing.)  That  was  not  a  controversy  with  the 
Northwestern  Fire  &  Marine. 

Mr.  Caeusi  (continuing").  Is  to  be  gone  into  here  it  will  expand 
this  record  indefinitely  and  raise,  I  respectfully  submit,  utterly  irrele- 
vant issues.  These  inquiries,  it  seems  to  me,  have  no  connection 
whatever  with  the  subject  matter  under  investigation.  If  they 
are  brought  out  for  the  purpose  of  discrediting  Mr.  Tuttle,  and  it 
can  be  shown  that  he  owes  any  of  these  companies  money  which  he 
wrongfully  declines  to  pay  them  or  which  he  is  unable  to  pay  them, 
perhaps  those  facts,  under  the  broadest  latitude  of  the  investigation, 
might  have  some  remote  relevancy,  but  I  submit  that  these  things, 
if  gone  into  at  all,  should  be  tried  as  separate  issues  and  it  is  im- 
practicable to  do  that. 

Mr.  Redfield.  Mr.  Carusi,  at  the  opening  of  Mr.  Tuttle's  t^ti- 
mony  he  was  examined  as  to  his  experience  as  an  underwriter.  The 
questions  which  are  being  addressed  to  him  arise  out  of  that  ex- 
perience ;  they  are  a  part  of  it. 
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Mr.  Caeusi.  I  submit  they  throw  no  light  upon  the  question  ol 
Mr.  Tuttle's  experience. 

Mr.  Kedfield.  One  of  the  •  elements  under  investigation  by  this 
conmaittee  is  the  element  of  character  and  experience.  The  plea  ha» 
been  made  by  the  companies,  in  putting  Mr.  Tuttle  upon  the  stand, 
as  to  his  record  as  an  insurance  expert.  If  there  are  facts  which 
show  that  that  insurance  record  is  not  a  good  one  or  is  a  good  one, 
that  his  record  and  standing  and  character  can  be  demonstrated  by 
facts  to  be  good  on  the  one  hand  or  bad  upon  the  other,  it  becomes 
highly  pertinent  to  this  question,  which  is  an  issue  in  which  people 
are  'charged  with  doing  that  which  ought  not  to  be  done.  If  it  is 
a  fact  that  in  this  Syracuse  agency  Mr.  Tuttle  so  administered  his 
affairs  that  there  were  constant  complaints  or  frequent  complaints, 
going  so  far  as  to  amount  to  legal  action  in  some  cases  against  him, 
that  his  record  was  not  that  of  a  high-class  underwriter,  which  your 
direct  examination  brought  out — I  do  not  say  it  is — that  must  affect 
the  judgment  of  this  committee  decidedly,  and  if  it  shall  further 
be  shown  that  the  methods  used  in  the  Syracuse  company,  which 
was  transferred  to  Washington  at  or  about  the  time  when  it  came 
under  the  condemnation  of  the  New  York  State  department,  are 
similar  to  those  which  are  now  being  used,  that  also  his  great 
pertinent. 

Mr.  Caeusi.  With  respect  to  the  latter  I  make  no  objection,  be- 
cause I  think  the  Protective  Corporation  is  one  of  the  issues  here 
under  the  wording  of  the  resolution,  but  as  to  whether  a  particular 
controversy  between  Mr.  Tuttle  and  the  Dubuque  Fire  &  Marine  In- 
surance Co.,  or  between  Mr.  Tuttle  and  some  other  insurance  com- 
pany, the  facts  of  which  can  not  be  developed  with  fairness  to  the 
witness  without,  as  I  say,  making  a  separate  issue  of  it,  I  think  is 
going  beyond  the  scope  of  the  investigation. 

Mr.  Redfield.  Mr.  Tuttle  has  testified,  for  example,  in  the  case 
of  the  Northwestern  Fire  &  Marine,  that  his  underwriting  proceeded 
on  the  basis  of  22  per  cent  fire  loss,  and  your  side  has  made  the  state- 
ment or  has  called  from  him  the  statement  that  he  was  an  experienced 
and  competent  underwriter.  Suppose  it  should  appear,  on  cross-ex- 
amination, from  facts  in  the  possession  of  the  committee,  that  that 
fire  loss  was  100  per  cent  instead  of  22  ? 

Mr.  Caeusi.  That  is  entirely  relevant,  of  course.  I  would  not 
dream  of  objecting  to  any  testimony  showing  that  his  statements, 
made  here  or  elsewhere,  are  untrue. 

Mr.  Redfield.  Suppose  it  should  appear  as  a  matter  of  business 
character  that  companies  that  he  represented  were  unable  to  get  set- 
tlements from  Mr.  Tuttle,  that  there  were  cases  in  which  they  found 
it  necessary  to  send  accountants  to  his  office  and  keep  them  there  in 
order  to  get  what  they  felt  to  be  due  them.  Is  not  that  pertinent  to 
the  question  of  character  and  experience? 

Mr.  Caeusi.  I  submit  that  the  proper  question  to  be  asked  the  wit- 
ness is  whether  he  did  or  did  not  or  does  or  does  not  owe  a  particular 
fire  insurance  company  a  balance,  and  the  witness  can  give  his  ex- 
planation for  what  it  is  worth. 

Mr.  Bbegee.  I  suggest  that  the  committee  take  a  recess  now  and 
consider  this  during  the  recess. 

Mr.  Eedfield,  The  committee  will  adjourn  until  2.15  o'clock  p.  m. 

Whereupon  the  subcommittee  took  a  recess  until  2.15  o'clock  p.  m. 
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AFTER  EECESS. 

The  subcommittee  met  pursuant  to 'the  taking  of  recess  at  2.15 
o'clock  p.  m. 

STATEMENT  OF  ROBEKT  R.  TUTTLE— Continued. 

Mr.  Eedfield.  At  the  time  the  committee  adjourned,  Mr.  Chirman, 
an  objection  had  been  made  by  Mr.  Carusi  to  a  question  propounded 
by  me.  I  will  ask  Judge  Prouty  if  he  will  state  the  decision  o^  the 
committee. 

Mr.  Prouty.  The  examination  that  was  being  pursued  at  the  time 
of  the  objection  was  along  the  line  of  calling  the  attention  of  the  wit- 
ness upon  the  stand,  Mr.  Tuttle,  to  certain  relations  of  his  to  other 
companies  with  which  he  had  been  connected.  It  is  the  unanimous 
opinion  of  the  committee  that  since  Mr.  Tuttle.  the  present  witness, 
was  put  upon  (he  stand  and  interrogated  at  length  concerning  his 
relations  with  companies  for  the  evident  and  proper  purpose  of  show- 
ing that  he  wn^  a  suitable  person  to  be  intrusted  with  the  somewhat 
delicate  position  that  he  occupies — the  evidence  at  the  present  time 
shows,  without  conflict,  that  he  is  himself  the  forceful  factor  in  cor- 
porations that  are  assuming  contractual  relation  with  each  other,  a 
position  that  everyone  would  recognize  as  being  a  delicate  one,  and 
which  could  only  properly  be  intrusted  to  persons  of  very  high  integ- 
rity and  a  very  keen  sense  of  justice  and  fairness  and  right.  It  is, 
therefore,  the  opinion  of  the  committee  that  it  is  proper  for  the 
examiner  on  oross-examination  to  ask  him  questions  pertaining  to  his 
former  relation. s  and  conduct  connected  with  other  companies,  but 
only  in  the  sense  of  a  cross-examination.  It  is  not  for  the  purpose  of 
putting  in  issue  the  particular  facts  with  the  expectation  that  they 
should  be  finally  tried  out.  So  far  as  this  part  of  it  is  concerned,  the 
opinion  of  the  committee  will  be  determined  wholly  by  the  answers 
that  the  witness  himself  sees  fit  to  give  in  regard  to  these  matters. 
In  other  words,  that  the  mere  asking  of  questions  on  cross-examina- 
tion for  the  purpose  of  testing  the  testimony  or  credibility  of  the  wit- 
ness does  not  put  in  issue  the  fact  as  a  triable  one.  It  is  the  unani- 
mous desire  of  the  committee  that  the  examination  be  confined  quite 
closely  within  these  lines  and  therefore  the  objection  is  overruled. 

Mr.  Douglas.  Mr.  Chairman,  I  assume  that  we  will  have  the  right, 
on  redirect  examination  with  this  witness,  to  elicit  from  him  ]ust 
what  is  meant  and  what  significance  is  to  be  attached  to  the  questions 
heretofore  asked  him. 

Mr.  Prouty.  Oh,  certainly.  That  is  perfectly  proper,  provided,  of 
course,  it  keeps  within  the  record. 

Mr.  Douglas.  Yes;  we  will  keep  within  the  record  of  his  conduct 
with  these  companies. 

Mr.  Prouty.  Yes. 

Mr.  Redfield.  Mr.  Tuttle,  did  Mr.  Losee  come  to  your  office  repre- 
senting the  Northwestern  Fire  &  Marine  Insurance  Co.  and  examine 
your  books? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Was  a  compromise  settlement  made  by  you  with  the 
Northwestern  Fire  &  Marine  Insurance  Co.? 
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Mr.  TuTTDE.  I  have  forgotten  the  terms  of  the  settlement,  but  I 
have  a  distinct  recollection  that  it  was  perfectl;^  satisfactory  to  the 
company,  and  I  believe  that  I  received  a  reoeipt'in  full. 

Mr.  EEoriELD.  Is  it  not  the  fact  that  you  paid  them  $3,580  ih  cash, 
and  the  balance  in  payments  of  $1,000,  extending  over  a  period  from 
May  until  December,  1909? 

Mr.  TuTTLE.  I  do  not  recollect  about  that. 

Mr.  Redfield.  And  is  it  the  fact  that  a  claim  against  you  for 
$25,322.15  was  compromised  for  $12,594? 

Mr.  TuTTLE.  I  do  not  believe  that. 

Mr.  Redeield.  What  is  the  best  of  your  recollection  about  it,  Mr. 
Tuttle? 

Mr.  Ttjttle.  The  best  of  my  recollection  is  that  Mr.  Losee  came  there 
and  stated  that  he  had  gotten  from  the  new  officers  of  the  company  a 
statement  showing  a  certain  amount  of  indebtedness — the  amount  I  do 
not  recollect — and  I  laughed  at  the  idea,  because  I  knew  it  was  abso- 
lutely incorrect,  and  either  that  day  or  the  next,  I  dug  up  a  letter 
from  the  former  president  of  the  companj^,  allowing  the  claim  for 
the  contingent  commission,  which  the  new  officers  had  overlooked 
entirely  in  their  calculations  and  that  brought  the  amount  down  to 
practically  what  my  books  showed. 

Mr.  Eedeield.  Why  did  you  give  the  co"mpany  notes  in  settlement, 
Mr.  Tuttle? 

Mr.  Tuttle.  Both  sides  wanted  a  speedy  and  final  settlement  of 
the  matter.  In  all  such  cases  there  are  many  outstanding  balances 
due  from  the  agents  who  have  written  policies  and  who,  in  the 
natural  course,  will  pay  those  premiums  either  when  they  become  due 
or  when  they  are  prodded  up  to  pay  them.  Therefore,  in  settling 
with  the  Northwestern  Fire  &  Marine,  I  undoubtedly  paid  them 
money  that.  I  had  not  been  paid  yet  from  the  local  agents. 

Mr.  Eedfield.  What  did  Mr.  Losee  do  while  he  M'as  in  your  office  ? 

Mr.  Tuttle.  Why,  he  went  over  the  books. 

Mr.  Redfield.  Did  he  not  report  to  the  Northwestern  Co.  that  the 
amount  due  them  was  $25,322.15? 

Mr.  Tuttle.  I  do  not  know. 

Mr.  Redfield.  Did  he  come  at  your  request  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  I  think  you  testified,  before  luncheon,  that  the  ratio 
of  loss  on  the  Northwestern  business  was  22  per  cent  ? 

Mr.  Tuttle.  That  is  my  recollection. 

Mr.  Redfield.  Can  you  not  refresh  your  memory  on  that  and  state 
whether,  as  a  matter  of  fact,  it  was  not  very  much  larger  than  that  ? 

Mr.  Tuttle.  It  was  not. 

Mr.  Redfield.  You  are  very  certain  of  that  ? 

Mr.  Tuttle.  I  am  very  certain  of  that. 

Mr.  Redfield.  Then  any  statement  that  might  be  made  by  the  com- 
pany to  the  effect  that  the  ratio  of  loss  was  100  per  cent  would  be 
incorrect  ? 

Mr.  Tutt'le.  Absolutely. 

Mr.  Redfield.  Do  you  know  J.  Parsons  Smith  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  With  what  company  is  he  connected  ? 

Mr.  Tuttle.  The  Delaware  Insurance  Co.  of  Philadelphia. 
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Mr.  Redfield.  Did  they  not  have  one  of  their  home-office  men  visit 
you  to  examine  their  accounts? 

Mr.  Ttjttm:.  They  had.  a  home-office  man  visit  me  for  the  purpose 
of  urging  upon  me  the  advisability  of  taking  up  all  the  nonboard 
agents  in  Ne-n-  York  and  putting  down  board  agents.  While  he  was 
there  he  went  over  the  accounts  with  our  bookkeeper.  Our  account- 
ing system  was  different  from  the  one  in  the  home  office,  and  they 
tried  to  reconcile  the  figures. 

Mr.  DoroLAS.  Tried  to  do  what? 

Mr.  TrxTLE.  Reconcile  the  accounting  methods. 

Mr.  REoriELD.  How  long  did  he  stay  m  your  office  ? 

Mr.  TuTTLE.  The  man  that  I  am  referring  to  is  a  man  by  the  name 
of  Wilson,  who  was  there  perhaps  2-1  hours. 

Mr.  Redfieij).  Is  it  not  the  fact  that  the  Delaware  Co.  had  some- 
body representing  them  in  Syracuse  for  a  number  of  months  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  Tell  us  about  that,  Mr.  Tuttle. 

Mr.  TuTTUE.  A  man  by  the  name  of  Evans  came  up  there  after 
the  Protective  'Corporation  was  in  process  of  organization — came 
up  with  this  man  Wilson  that  I  spoke  of  before — and  the  Delaware 
asked  me  if  I  would  stand  for  an  expense  of  $150  a  month  for  Evans 
to  remain  in  the  office,  and  to — and  they  admitted  that  by  their 
policy  of  first  making  me  take  up  the  agents  in  the  small  towns  which 
I  had  appointed  at  a  great  deal  of  expense  and  then  involving  an 
expense  in  taking  them  up  again,  then  if  I  followed  out  their  re- 
quest of  taking  up  the  nonboard  agents  at  more  expense  and  putting 
down  board  agents  at  still  more  expense,  that  it  would  undoubtedly 
be  a  financial  hardship  upon  me,  and  that  the  balances  from  the 
premiums  would  have  to  be  deferred.  They  entered  into  an  agree- 
ment whereby  the  commissions,  at  a  reduced  basis  from  the  general 
agency,  would  take  care  of  all  the  old  balances.  That  was  their 
own  suggestion. 

Mr.  Redfield.  Did  you  make  a  compromise  settlement  with  the 
Lumber  Insurance  Co.  of  New  York? 

Mr.  Tuttle.  I  do  not  think  it  was  a  compromise  settlement.  I 
would  be  glad  to  tell  you  about  that  if  you  would  like  to  have  me. 

Mr.  Redfield.  Well,  is  it  the  fact  that  there  was  some  confusion 
in  the  accounts,  whereby  they  understood  them  one  way  and  you 
another  ? 

Mr.  Ttjttle.  They  stayed  in  my  general  agency  until  they  rein- 
sured all  of  their  general  business.  They  j)aid  me,  because  they 
only  wrote  certain  classes  of  business,  25  per  cent  and  10  per  cent 
contiiigent  on  the  profits.  The  manager,  who  himself  was  the 
general  agent  of  the  Lumber,  walked  into  my  office  one  day  and 
said  that  he  had  reinsured  the  business  of  the  Lumber  and  of  the 
Adirondack  Fire  Insurance  Co.,  both  of  which  I  represented,  in 
the  Delaware  Insurance  Co.,  of  Philadelphia.  I  said,  "How  much 
did  you  get  for  it?  "  He  said,  "  Thirty-five  per  cent."  I  said,  "  Then 
you  made  a  profit  of  10  per  cent  on  this  business,"  amounting,  I 
think,  to  $75,000 ;  I  may  be  wrong  about  the  figure.  He  said  "  Yes." 
"  Well,"  I  said,  "  then  that  will  have  to  figure,  according  to  the  con- 
tract, in  my  contingent.  My  contract  says  that  I  shall  receive  10 
per  cent  of  the  net  profits  that  you  make."    He  declined  to  consider 
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it  from  my  viewpoint,  but  went  away  and  afterwards  acceded  to  that 
either  in  part  or  in  full,  I  have  forgotten  which. 

Mr.  Eedfield.  So  that  there  was  a  difference  between  you,  how- 
ever caused,  M^hich  was  finally  adjusted  by  a  compromise  by  mutual 
consent  ? 

Mr.  Ttjttle.  If  he  allowed  me  my  full  contention,  it  was  not  a 
compromise.     I  do  not  recollect  whether  he  did  or  not. 

Mr.  Eedfield.  Did  the  Capital  Fire  Insurance  Co.  have  a  cashier 
in  your  office  for  some  time? 

Mr.  Ttjttle.  No,  sir. 

Mr.  Redfield.  Was  there  not  somebody  there  who  represented 
them? 

Mr.  TuTTLE.  No,  sir. 

Mr.  EEDFiELDt  What  were  the  circumstances  about  the  man  in  your 
office,  if  any,  who  was  there  to  look  after  the  interests  of  the  Capital 
Fire  Insurance  Co.  ? 

Mr.  Ttjttle.  There  was  not  any  man  for  that  purpose  at  all. 

Mr.  Eedfield.  You  had  nobody  there  at  any  time  who  represented 
the  Capital  Fire  Insurance  Co.  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Eedfield.  In  any  way  whatever? 

Mr.  Ttjttle.  No,  sir.  I  would  like  to  tell  you  where  you  are  mis- 
taken— where  you  are  misled  on  that. 

Mr.  Eedfield.  I  would  be  very  glad  to  |iave  the  explanation  made. 

Mr.  Ttjttle.  A  number  of  years  ago  I  inserted  an  advertisement  in 
the  Journal  of  Commerce,  of  New  York,  for  a  competent  bookkeeper 
and  office  manager.  Among  those  applying  was  a  man  by  the  name 
of  William  H.  Titcomb,  of  Concord,  N.  H.  Mr.  Titeonib  wrote  to 
me  on  a  blank  sheet  of  paper — not  on  the  letter  head  of  any  insurance 
company.  I  liked  his  letter  and  wrote  to  him  to  come  and  talk  the 
matter  over  with  me.  He  came,  and  during  the  conversation  told 
me  he  was  the  head  man  for  the  Capital  Fire  Insurance  Co.,  of  Con- 
cord, N.  H. ;  that  is,  not  an  officer,  but  the  head  clerk.  I  asked  him 
what  he  had  been  getting.  He  told  me,  and  I  offered  him  more 
money  and  he  came  with  me;  and  it  was  after  that  that  I  secured 
the  general  agency  of  the  Capital  Fire  Insurance  Co.,  of  Concord,  and 
of  its  running  mate,  the  New  England  Underwriters'  Agency.  Mr. 
Titcomb  never  represented  the  Capital  in  any  way,  shape,  or  form. 
He  was  an  employee  of  mine,  and  the  Capital  Fire  Insurance  Co. 
blamed  me  for  hiring  him  away  from  them. 

Mr.  Eedfield.  Were  you  a  member  or  are  you  a  member  of  the 
State  Association  of  Insurance  Agents? 

Mr.  Ttjttle.  No,  sir. 

Mr.  Eedfield.  Did  you  ever  apply  for  membership  in  that  associa- 
tion? 

Mr.  Ttjttle.  No,  sir. 

Mr.  Eedfield.  Were  you  ever  asked  to  join  that  association? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  And  with  what  result?     Did  you  decline *to  join? 

Mr.  Ttjttle.  One  or  two  of  my  companies,  or  companies  that 
wanted  to  get  into  my  general  agency,  urged  me  and  urged  the  State 
Association  to  get  together,  but  I  never  would  consc-r.t  to  joining 
for  all  of  my  companies. 
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Mr.  Eedfield.  How  many  companies  were  represented  in  your 
general  agency  at  the  time  that  you  sold  it  out,  Mr.  Tuttle? 

Mr.  Tuttle.  I  did  not  sell  it  out. 

Mr.  Eedfield.  Well,  how  did  you  dispose  of  your  business? 

Mr.  Tuttle.  I  came  to  Washington,  and  left  clerks  in  charge  of 
it,  and  the  general  agency  continued  for  either  five  or  six  months 
after  I  came  down  here,  and  then  the  copipanies  said  that  I  was  not 
devoting  my  time  to  it,  and  they  discontinued  the  arrangement. 

Mr.  Eedfield.  How  many  companies  had  you  in  the  general 
agency  when  you  left  Syracuse? 

Mr.  Tuttle.  Three. 

Mr.  Eedfield.  Three? 

Mr.  Tuttle.  Yes.  sir. 

Mr.  Eedfield.  What  three  were  those? 

Mr.  Tuttle.  The  Delaware,  the  Capital,  and  the  New  England 
Underwriters. 

Mr.  Douglas.  The  Delaware,  the  Capital,  and  the  what? 

IMr.  Tuttle.  The  Xew  England  Underwriters. 

Mr.  Eedfield.  And  how  manv  companies  did  you  represent,  say, 
in  the  year  1900,  Mr.  Tuttle? 

Mr.  Tuttle.  I  think  just  those  three  companies,  with  possibly 
the  addition  of  the  Lumber  and  the  Adirondack. 

Mr.  Eedfield.  Xow,  is  it  not  a  fact  that  at  one  time  you  repre- 
sented the  Firemen's,  of  Baltimore? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  They  retired  after  the  Baltimore  fire? 

Mr.  Tuttle.  Yes.  sir. 

Mr.  Eedfield.  At  another  time  you  represented  the  Home,  which 
also  retired  after  the  Baltimore  fire? 

Mr.  Tutti^e.  Yes. 

Mr.  Eedfield.  And  you  represented  the  German  National,  which 
retired  after  the  San  Francisco  fire? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  Those  three  companies  were  wound  up  by  those  con- 
flagrations? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  Then,  at  one  time  you  represented  the  Dubuque  Fire 
&  Marine? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  And  at  another  time  the  Allegheny  Fire,  of  Pitts- 
burgh ? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  And  the  Adirondack,  of  New  York? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  And  the  Lumbermen's,  of  New  York? 

Mr.  Tuttle.  The  Lumber,  of  New  York. 

Mr.  Eedfield.  The  Lumber,  of  New  York? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  And  the  Eagle,  of  New  York? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  And  the  Capital,  of  Concord,  N.  H.  ? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  And  the  Northwestern  Fire  &  Marine  ? 
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Mr.  TuTTLE.  Yes. 

Mr.  Eedfieu).  They  reinsured,  did  they  not? 

Mr.  Ttjttle.  No. 

Mr.  Eedfielo.  Did  the  Delaware? 

Mr.  TuTTLE.  They  have  reinsured. 

Mr.  Redfield.  And  you  represented  them  at  one  time? 

Mr.  TtJTTLE.  Yes,  sir. 

Mr.  Eedeield.  Now,  will  you  tell  us  what  was  the  largest  number 
of  companies  you  represented  at  any  one  time? 

Mr.  Ttjttle.  I  believe  I  represented  four — possibly  five — at  any 
one  time.    I  can  not  state  positively. 

Mr.  Redfield.  You  are  sure  it  was  not  more  than  that? 

Mr.  Tuttle.  I  am  pretty  sure. 

Mr.  Eedfield.  And  when  you  retired  from  the  business,  there  were 
three  represented  in  the  agency? 

Mr.  Tuttle.  Yes. 

Mr.  Redfield.  Mr.  Tuttle,  there  is  a  suit  against  you  for  the  pay- 
ment of  rent,  is  there  not? 

Mr.  Tuttle.  There  is  a  suit  against  my  general  agency  for  that. 

Mr.  Redfield.  Is  not  the  suit  against  you,  personally,  Mr.  Tuttle  ? 

Mr.  Caeusi.  Yes. 

Mr.  Tuttle.  I  was  looking  at  Mr.  Carusi  to  find  out. 

Mr.  Redfield.  It  is  against  you  personally,  is  it  not  ? 

Mr.  Tuttle.  He  says  it  is;  yes. 

Mr.  Redfield.  And  you  have  put  an  answer  in  and  the  matter  is 
still  pending? 

Mr.  Tuttle.  I  could  not  tell  you  about  that. 

Mr.  Caeusi.  That  is  correct;  yes,  sir 

Mr.  Redfield.  Did  you  file  a  libel  suit  against  anybody  when  you 
^ere  in  Syracuse? 

Mr.  Tuttle.  Not  that  I  remember  of. 

Mr.  Redfield.  You  have  no  recollection  of  bringing  a  libel  suit 
against  anybody  there? 

Mr.  Tuttle.  No. 

Mr.  Redfield.  Mr.  Tuttle,  why  was  this  matter  submitted  to  the 
Post  Office  Department — this  book  "  To  the  Two  Thousand 
Owners  "  ? 

Mr.  Tuttle.  Mr.  Wynne,  ag  I  testified  yesterday,  I  think,  took  it 
to  the  Post  Ofiice  Department  to  see  if  there  was  anything  in  it  that 
would  meet  with  their  objection. 

Mr.  Redfield.  Well,  at  whose  suggestion  did  Mr.  Wynne  do  that, 
do  you  know  ? 

Mr.  Tuttle.  I  do  not  know. 

Mr.  Redfield.  Was  there  any  doubt  of  the  pamphlet  not  being 
entirely  proper  to  go  through  the  mails  ? 

Mr.  Tuttle.  Not  in  my  mind ;  not  that  I  ever  heard  of. 

Mr.  Redfield.  Did  you  talk  about  it  to  General  Wynne  ? 

Mr.  Tuttle.  No,  sir ;  I  did  not. 

Mr.  Redfield.  Was  it  not  a  very  extraordinary  step  on  his  part? 

Mr.  Tuttle.  I  do  not  know.  He  was  a  former  Postmaster  General 
and  he  did  it  of  his  own  volition,  so  far  as  I  know.  I  do  not  know 
whether  he  ever  talked  with  anybody  about  it.  I  do  not  believe  I 
ever  heard  of  it  until  after  he  had  done  it. 
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Mr.  Eedfield.  Was  there  ever  in  your  experience  as  an  under- 
writer occasion  for  showing  your  literature  to  the  Post  Office  De- 
partment to  know  if  it  was  proper  to  go  through  the  mails? 

Mr.  TtTTTLE.  Well,  the  literature  used  by  the  insurance  companies 
is  that  prescribed  by  law,  with  the  standard  fire  insurance  policy, 
standard  lightning  clause,  etc. 

Mr.  Redfield.  Well,  you  had  literature  in  the  Protective  Co.,  had 
you  not? 

Mr.  TuTTLE.  Yes. 

Mr.  Eedfield.  Was  that  presented  by  you  to  the  Post  Office  De- 
partment ? 

Mr.  TuiTLE.  Xo,  sir.    ■ 

Mr.  Eedfield.  None  of  it? 

Mr.  TuTTLB.  And  neither  was  this  by  me. 

Mr.  Eedfield.  This  is  the  only  thing  you  know  of,  in  all  your 
experience,  of  having  been  submitted  to  the  Post  Office  Department? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  Now,  can  you  state  to  the  committee  what  the  cause 
may  have  been  for  submitting  it? 

Mr.  TuTTUE.  Xo ;  I  can  no.t.  I  did  not  know  it  had  been  done  until 
after  it  was  done. 

Mr.  Eedfield.  What  did  the  Post  Office  Department  have  to  do 
with  it,  anyhow? 

Mr.  Tttttle.  I  do  not  know. 

Mr.  Eedfield.  Did  it  have  anything  to  do,  in  your  judgment,  with 
the  fact  that  any  misleading  matter  or  improper  matter  can  be  ex- 
cluded from  the  mails? 

Mr.  Tfttle.  I  do  not  know. 

Mr.  Eedfield.  Did  you  not  talk  with  General  Wynne  about  it? 

Mr.  Tuttle.  No. 

Mr.  Eedfield.  How  did  you  know  it  had  been  done? 

Mr.  Tdttle.  He  told  me  it  had  been  done — that  he  had  done  it. 

Mr.  Eedfield.  Did  he  say  why? 

Mr.  Tuttle.  He  said  he  wanted  to  satisfy  himself  that  it  was  all 
right,  and  that  he  had  taken  it  down  there,  as  a  former  Postmaster 
General,  and  had  asked  them  to  look  it  over  and  asked  that  the  At- 
torney General  look  it  over,  and  that  they  had  said  it  was  all  right. 
*  That  is  my  recollection  of  it. 

Mr.  Eedfield.  Why  did  he  want  to  satisfy  himself? 

Mr.  Tuttle.  I  can  not  tell  why  he  wanted  to  do  it. 

Mr.  Eedfield.  And  you  never  heard  of  anything  of  that  kind  be-' 
ing  done  before? 

Mr.  Tuttle.  No. 

Mr.  C.vEusi.  We  will  produce  General  Wynne,  Mr.  Eedfield. 

Mr.  Eedfieij>.  Now,  did  you  not  also  testify  that  this  same  pam- 
phlet was  submitted  to  the  general  counsel  of  the  company? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  Why  was  that  done,  Mr.  Tuttle  ? 

Mr.  Tuttle.  Because  he  was  general  counsel  of  the  company. 

Mr.  Eedfield.  Well,  is  it  customary,  to  your  knowledge,  in  busi- 
ness circles  to  have  the  advertising  literature  of  a  company  submitted 
to  its  general  counsel  for  examination  ? 

Mr.  Tuttle.  I  am  not  familiar  with  the  practice  of  other  concerns. 
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Mr.  Redfield.  Well,  when  you  were  organizing  the  Protective 
companies,  did  you  submit  their  literature  to  the  general  counsel  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Eedfield.  They  examined  it? 

Mr.  Ttjttle.  Yes. 

Mr.  Eedfield.  Well,  was  it  because  the  New  York  State  insur^ 
ance  department  criticized  that  literature  adversely  that  this  was 
presented  to  him  for  examination? 

Mr.  Ttjttle.  I  do  not  know  that  it  was.  I  should  think  that  it 
was  a  matter  of  course  that  a  company  should  submit  its  literature  to 
its  general  counsel. 

Mr.  Redfield.  Why  should  it  be  a  matter  of  course,  Mr.  Tuttle, 
unless  it  was  felt  that  there  was  some  possibility,  through  inadver- 
tence, of  its  passing  the  bounds  of  the  law  ? 

Mr.  Tuttle.  Why,  I  do  not  know  that  that  was  in  the  minds  of 
those  who  submitted  it  to  the  general  counsel.  The  general  counsel 
was  a  member  of  the  organization  committee  of  the  company  and 
would  naturally,  as  a  member,  want  to  look  over  the  literature  and 
want  to  examine  it  and  criticize  it  if  necessary. 

Mr.  Redfield.  Mr.  Carusi  states  that  the  contract  provided  that  it 
should  be  done.  Now,  was  Mr.  Carusi  in  the  company's  employ  as 
an  advertising  expert? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  Or  was  he  charged  in  any  way  with  the  preparation 
of  this  literature? 

Mr.  Tuttle.  No;  net  that  I  know  of. 

Mr.  Redfield.  Now,  could  there  have  been  any  other  purpose  in 
presenting  it  to  him  before  its  issuance,  other  than  to  see  whether  it 
was  within  the  scope  of  the  law? 

Mr.  Tuttle.  Why,  yes.  He  was  an  interested  party  as  a  member 
of  the  organization  committee. 

Mr.  Redfield.  And  was  there  a  contract  which  provided  that  the 
literature  should  be  presented  to  every  other  interested  party  ? 

Mr.  Tuttle.  I  do  not  know.  I  did  not  know  it  was  in  the  contract, 
Mr.  Carusi  just  says  so. 

Mr.  Redfield.  There  seems  to  have  been,  if  I  am  correctly  informed 
by  Mr.  Carusi,  and  I  presume  I  am,  a  special  clause  in  the  contract 
that  the  counsel  should  look  over  the  literature. 

Mr.  Tuttle.  I  did  not  know  it. 

Mr.  Redfield.  Now,  as  a  business  man,  Mr.  Tuttle,  could  that  be 
for  any  other  purpose  except  to  see  that  it  kept  within  the  law  ? 

Mr.  Tuttle.  Why,  certainly,  it  could  have  been  for  another  pur- 
pose. 

Mr.  Redfield.  What  other  purpose,  except  a  legal  purpose,  had  the 
counsel  for  the  company  to  do  with  the  advertising  literature  ? 

Mr.  Tuttle.  In  this  case,  as  I  have  said,  the  counsel  of  the  company 
was  a  member  of  the  organization  committee,  and  interested  in  it. 

Mr.  Redfield.  And  did  the  other  members  of  the  organization 
committee  look  over  the  literature? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  All  of  them? 

Mr.  Tuttle.  No;  a  committee  appointed  for  the  purpose  did,  or, 
rather,  the  executive  committee. 
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Mr.  Redfieud.  Who  was  that? 

Mr.  TuTTLE.  Justice  Atkinson  and  Eobert  N.  Harper. 

Mr.  Redfield.  So  that  there  was  a  committee,  comprising  a  former 
judge  and 

Mr.  TtJTTLE  (interposing).  No,  sir;  not  a  former  judge. 

Mr.  Redfield.  A  present  judge? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Redfield.  A  present  judge  and  Col.  Harper? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Redfield.  Plus  the  counsel  for  the  company? 

Mr.  TuTTLE.  Yes. 

Mr.  Redfield.  That  looked  over  the  literature? 

Mr.  TuTTLE.  Yes. 

Mr.  Redfield.  Then  it  had  two  legal  lights  to  examine  it,  for  the 
benefit  of  the  company,  is  that  so? 

Mr.  TuTTLE.  It  had  two  layers. 

Mr.  Redfield.  Well,  now,  what  was  the  function  of  these  lawyers 
in  examining  that  literature  ?    Was  it  a  poetic  function  ? 

Mr.  TuTTLE.  No;  I  never  heard  them  accused  of  that. 

Mr.  Redfield.  Because  we  will  admit  that  there  is  poetry  in  this 
literature,  freely.  Was  it  a  literary  function?  Were  they  there  to 
criticize  the  language? 

Mr.  Tuttle.  Yes;  to  some  extent,  it  was  for  that  purpose. 

Mr.  Redfield.  As  a  matter  of  fact,  was  it  not  chiefly  because  they 
were  lawyers,  that  they  were  supposed  to  examine  the  literature? 

Mr.  Tuttle.  I  presume  it  was. 

Mr.  Redfield.  And  was  it  not  the  purpose  to  make  sure  that  this 
literature,  in  every  respect,  kept  withm  the  law  ? 

Mr.  Tuttle.  I  have  no  doubt  but  that  was  one  of  the  reasons. 

Mr.  Redfield.  Is  it  not  a  fact  that  the  officers  of  the  Commercial 
Fire  Insurance  Co.  were  offered  by  the  commissioner  of  insurance  of 
Wisconsin  a  personal  opportunity  to  be  heard  in  Wisconsin  if  they 
desired  to  do  so? 

Mr.  Tuttle.  Well,  I  was  informed  that  after  the  libel  suit  was 
brought  Mr.  Ekren  said  if  we  would  renew  our  application  for  a 
license  we  would  get  through  like  greased  lightning. 

Mr.  Redfield.  Who  told  you  that? 

Mr.  Tuttle.  I  believe  that  was  in  the  shape  of  a  letter  or  tele- 
gram from  the  Wisconsin  lawyers;  either  the  Wisconsin  lawyers 
or  some  friend  of  ours  out  there ;  I  do  not  know  which. 

Mr.  Redfield.  To  whom? 

Mr.  Tuttle.  I  could  not  tell  you  now  to  whom. 

Mr.  Redfield.  Have  you  got  the  letter  ? 

Mr.  Tuttle.  I  might  have  it.  I  might  be  able  to  dig  it  up,  or 
have  somebody  in  the  office  dig  it  out.  I  could  not  tell  just  where 
it  is. 

Mr.  Redfield.  Did  you  know  that  in  the  State  of  Wisconsin  there 
was  a  law  prohibiting  the  sale  of  stock  of  insurance  companies, 
unless  copies  of  all  literature  are  filed  with  the  insurance  depart- 
ment? 

Mr.  Tuttle.  No  ;  I  do  not  recollect  that — that  I  ever  knew  it. 

Mr.  Redfield.  Did  you  not  know  that  there  was  a  law  forbidding 
the  sale  of  stock  in  the  State  of  Wisconsin  unless  the  contract  speci- 
fies the  percentage  of  the  payments  of  subscribers  which  may  be 
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used  for  commissions  and  promotion  expenses,  and  unless  that  is 
limited  to  10  per  cent  ? 

Mr.  Ttjttle.  I  did  not  know  that. 

Mr.  Redfield.  If  these  laws  exist,  then  your  selling  in  Wisconsin 
of  stock  through  literature  which  has  not  been  filed  with  the  depart- 
ment, under  a  contract  which  provides  for  12|-  per  cent,  would  not 
comply  with  the  laws  of  that  State,  would  it,  Mr.  Tuttle? 

Mr.  Tuttle.  No. 

Mr.  Caeusi.  Through  the  mails,  Mr.  Eedtield  ? 

Mr.  Redfield.  Through  the  mails. 

Mr.  Carttsi.  That  is  a  legal  question. 

Mr.  Redeield.  What  is  the  answer,  Mr.  Tuttle  ? 

Mr.  Carusi.  I  will  ask  Mr.  Redfield  if  he  will  kindly  change  his 
question  so  as  to  apply  to  the  sale  of  stock  through  an  agent,  and  the 
sale  of  stock  through  the  mails,  because  I  think  there  is  a  distinction 
there. 

Mr.  Redfield.  What  is  the  question  ? 

Question  read  by  the  stenographer,  as  follows : 

If  these  laws  exist,  then  your  selling  in  AVisconsin  of  stoclv  through  literature 
which  has  not  been  filed  with  the  department,  under  a  contract  which  provides 
for  12i  per  cent,  would  not  comply  with  the  laws  of  that  State,  \youlcl  it,  Mr, 
Tuttle? 

Mr.  Redfield.  I  think  I  will  not  split  my  question. 

Did  you  look  up,  Mr.  Tuttle,  the  question  of  the  amount  of  divi- 
dends paid  by  Tuttle,  Wightman  &  Dudley  (Inc.),  as  asked  by 
Judge  Prouty  yesterday  ? 

Mr.  Tuttle.  No,  I  have  not ;  I  have  asked  that  that  should  be  done, 
but  I  have  not  been  handed  the  result  as  yet.  I  will  get  it  before  the 
inquiry  closes. 

Mr.  Redfield.  Now,  Mr.  Tuttle,  I  want  to  get  on  the  record  at  this 
point  Si  statement  of  the  positions  held  in  these  respective  companies 
by  certain  parties,  and  the  compensation  they  get  for  each  position 
they  hold.  Will  you  begin  by  stating  the  offices  you  hold  and  the 
compensation  you  get  for  each  office,  if  any? 

Mr.  Tuttle.  I  am  president  of  the  Commercial  Fire  Insurance  Co. 

Mr.  Redfield.  Will  you  state  the  compensation,  right  in  that  con- 
nection ? 

Mr.  Tuttle.  At  $1,000  a  year.  I  am  third  vice  president  of  the 
First  National  Fire  Insurance  Co.,  for  which  I  get  nothing.  I  am 
president  of  Tuttle,  Wightman  &  Dudley  (Inc.),  from  which  I  get 
dividends,  remuneration  in  that  way. 

Mr.  Redfield.  And  you  are  a  director  of  all  three  companies? 

Mr.  Tuttle.  I  am. 

Mr.  Redfield.  Do 'you  get  any  compensation  as  director? 

Mr.  Tuttle.  The  usual  fee. 

Mr.  Redfield.  Which  is? 

Mr.  Tuttle.  In  the  case  of  the  Commercial,  $5  a  month. 

Mr.  Redfield.  How  much? 

Mr.  Tuttle.  $5  a  month,  when  you  attend  the  meetings,  and  in 
the  case  of  the  First  National  $25  a  month  for  the  months  when  you 
attend. 

Mr.  Beegek.  You  mean  $5  for  every  session  ? 

Mr.  Tuttle.  Yes,  sir. 
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Mr.  Beegek.  When  you  attend? 

Mr.  TuTTLE.  Yes. 

Mr.  Redfield.  And  are  you  a  member  of  the  executive  committee 
of  those  companies? 

Mr.  TuiTLE.  Yes,  sir;  of  the  finance  committee. 

Mr.  Redfield.  Of  the  finance  committee? 

ilr.  Tdttle.  Yes. 

Mr.  Redfield.  Of  all  three? 

Mr.  TuTTLE.  Well,  there  is  no  finance  committee  of  Tuttle,  Wight- 
man  &  Dudlej.  There  is  a  finance  committee  of  each  of  the  fire  in- 
surance companies,  and  I  am  a  member  of  each  of  them. 

Mr.  Redfield.  And  do  you  receive  a  fee  for  attending  meetings  of 
the  finance  committee  ? 

Mr.  Tuttle.  Yes.  sir;  $5. 

Mr.  Redfield.  And  that  is  to  be  added  to  the  director's  fee,  of 
which  you  spoke  ? 

Mr.  Tuttle.  Yes,  sir. 

^Ir.  Redfield.  Now,  is  that  all  that  you  receive,  Mr.  Tuttle,  di- 
rectly or  indirectly,  from  these  companies  ? 

Mr.  Tutti.e.  Yes,  sir. 

Mr.  Redfield.  How  often  are  the  finance  committee  meetings  held? 

Mr.  Tuttle.  Once  a  week. 

Mr.  Redfield.  And  the  directors'  meetings  ? 

^Ir.  Tuttle.  Once  a  month. 

Mr.  Redfield.  And  there  are  special  meetings  now  and  then? 

Mr.  Tuttle.  At  whicli  no  fees  are  paid. 

Mr.  Redfield.  Now.  will  you  state  the  relations  to  these  companies, 
in  the  same  waj'  and  with  as  full  detail,  of  Mr.  Wightman? 

Mr.  Tuttle.  Mr.  Wightman  is  not  an  officer  of  either  of  the  fire 
insurance  companies.  He  is  a  director,  however,  of  each  company. 
He  gets  no  compensation,  excepting  the  customary  director's  fees. 
He  is  not  a  member  of  the  finance  committee  of  either  company. 

Mr.  Redfield.  Now,  will  you  state  the  relation,  in  the  same  way — 
the  same  form — of  Mr.  Dudley  to  these  companies? 

Mr.  Tuttle.  Mr.  Dudley  is  a  director  of  each  company.  He  re- 
ceives the  customary  director's  fees  when  he  attends  the  meetings. 
He  is  a  member  of  the  finance  committee  of  each  company,  and  he 
receives  that  fee  when  he  attends  the  meetings.  He  is  treasurer  of 
the  First  National  Fire  Insurance  Co.,  for  which  he  gets  no  salary. 
He  is  one  of  the  vice  presidents  of  the  Commercial  Fire  Insurance 
Co..  for  which  he  gets  no  salary. 

Mr.  Redfield.  Now,  what  relation  does  Mr.  Dudley  sustain  to 
Tuftle.  Wightman  &  Dudley  ? 

^Ir.  Tuttle.  Secretary  and  treasurer. 

Mr.  Redfield.  Does  he  receive  compensation  for  that? 

Mv.  Tuttle.  No. 

Mr.  Redfield.  His  only  compensation  from  Tuttle,  Wightman  & 
Dudley  comes  through  dividends? 

Mr.  Tuttle.  Yes.  sir. 

Mr.  Redfield.  Now, will  you  state  the  relations  of  Robert  J.Wynne 
to  these  companies? 

Mr.  Tuttle.  'Mr.  Wynne  is  a  director  of  both  insurance  companies. 
He  is  president  of  the  First  National.  He  is  not  an  officer  of  the 
Commercial  Fire.     He  is  not  interested  in  Tuttle.  Wightman  &  Dud- 
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ley.  He  receives  a  salary  of  $2,500  a  year  as  president  of  the  First 
National.  His  only  other  compensation  is  when  he  attends  directors' 
meetings,  and  I  believe  he  is  a  member  of  the  finance  committee  of 
both  companies,  but  I  am  not  quite  certain.    Yes ;  he  is. 

Mr.  Eedfield.  And  would  have  the  usual  fee  for  attending  those 
meetings  ? 

Mr.  TuTTLE.  Yes. 

Mr.  EEoriELD.  Did  I  understand  you  to  say  that  the  fee  for  the 
finance  committee  was  the  same  in  each  company — $5? 

Mr.  TtTTTLE.  Yes. 

Mr.  Eedfield.  For  each  meeting  attended? 

Mr.  Tttttue.  Yes. 

Mr.  Eedfieu>.  What,  now,  are  the  relations  of  Mr.  Charles  F. 
Carusi  to  these  companies? 

Mr.  Ttjttle.  Mr.  Carusi  is  general  counsel  of  both  companies,  a 
director  of  both  companies,  and  a  member  of  the  finance  committee 
of  each  company.  His  compensation  is  $2,500  a  year  from  each 
company,  and  the  usual  director's  fees  when  he  attends. 

Mr.  Dedfield.  Does  he  charge  his  legal  services  in  addition  to  the 
$2,500,  for  special  cases? 

Mr.  Tdttue.  In  special  cases,  I  think  he — I  am  not  positive  on 
that  point.    I  do  not  know  whether  there  have  been  any  special  cases. 

Mr.  Carusi.  There  is  a  contract,  in  the  form  of  a  resolution,  cover- 
ing the  service  of  counsel. 

Mr.  Eedfield.  Which  defines 

Mr.  Carusi  (interposing) .  Which  defines  what  services  are  covered 
by  the  annual  retainer. 

Mr.  Eedfield.  And  anything  outside  of  that  would  be  subject  to 
the  usual  legal  charge? 

Mr.  Carusi.  Yes. 

Mr.  Eedfield.  Had  you  finished  fully  about  Mr.  Carusi? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  Did  you  state  his  connection  with  Tuttle,  Wight- 
man  &  Dudley? 

Mr.  Tuttle.  He  is  a  director  of  Tuttle,  Wightman  &  Dudley,  and 
Tuttle,  Wightman  &  Dudley's  counsel. 

Mr.  Eedfield.  He  is  counsel  for  aU  three  companies  ? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  And  a  director  also  of  all  three  companies? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  And  is  paid  a  salary  by  two  companies  as  counsel, 
or  by  three? 

Mr.  Tuttle.  By  three. 

Mr.  Eedfield.  Three? 

Mr.  Tuttle.  I  omitted  his  salary  for  Tuttle,  Wightman  &  Dudley, 

Mr.  Eedfield  Which  is 

Mr.  Tuttle.  $25  a  month. 

Mr.  Eedfield.  What  is  the  relation  of  Judge  George  W.  Atkinson 
to  these  companies? 

Mr.  Tuttle.  He  is  a  director  of  each  of  the  fire  insurance  com- 
panies. He  holds  no  office  and  gets  no  salary  beyond  his  director's 
fees  when  he  attends  meetings. 

Mr.  Eedfield.  Is  he  a  member  of  the  finance  committee  ? 
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Mr.  TuTTLE.  No,  sir. 

Mr.  Kedfield.  He  has  no  interest  in  Tiittle,  Wightman  &  Dudley? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Eedfieu).  ^Yhat  is  the  relation  of  Judge  Ashley  M.  Gould  to 
these  companies? 

Mr.  Tuttle.  He  is  vice  president  and  a  director  of  each  of  the  fire 
insurance  companies. 

Mr.  Redfield.  And  receives  as  such  what  compensation? 

Mr.  Tuttle.  $750  from  each  company. 

Mr.  Redfield.  Besides  the  monthly  director's  fees? 

Mr.  Tuttle.  When  he  attends;  yes,  sir. 

Mr.  Redfield.  Is  he  a  member  of  the  finance  conunittee? 

Mr.  Tuttle.  He  is  a  member  of  the  finance  committee  of  one  of 
the  companies,  but  I  am  not  positive  whether  he  is  of  both  or  not, 

Mr.  Cabusi.  Yes ;  he  is  of  both. 

Mr.  REDFmLD.  Both  companies? 

Mr.  Caeusi.  Yes. 

Mr.  Redfield.  I  will  state  my  understanding  of  his  connection,  Mr. 
Tuttle,  in  full,  and  will  you  kindly  correct  me  if  I  err?  I  under- 
stand that  Justice  Gould  receives  as  salary  from  each  of  these  two 
companies  the  sum  of  $750  a  year,  or  a  total  of  $1,500;  that  if  he  at- 
tended the  monthly  meetings  of  the  First  National  Fire  Insurance 
Co.  board  of  directors  he  would  receive  for  each  of  those  meetings 
the  further  sum  of  $25,  which  would  be  $300  a  year;  that  if  he  at- 
tended the  monthly  meetings  of  the  board  of  directors  of  the  Com- 
mercial Fire  Insurance  Co.  he  would  receive  $5  for  each  meeting, 
which  would  be  $60  a  year;  that  if  he  attended 

Mr.  Carusi.  $70  those  fees  amount  to,  if  he  attends  all  meetings. 

Mr.  Redfield.  $70  instead  of  $60? 

Mr.  Tuttle.  I  do  not  understand  how  it  is  $70. 

Mr.  Redfield.  I  am  taking  Mr.  Carusi's  statement.  Please  go  back 
to  my  original  statement  of  Justice  Gould's  compensation  and  read 
it  as  far  as  I  went,  and  then  I  will  go  on  with  it  in  that  same  way. 

Question  read  by  the  stenographer  as  follows : 

Mr.  Redfield.  I  will  state  my  understanding  of  his  connection,  Mr.  Tuttle, 
in  full,  and  will  you  kindly  correct  me  if  I  err?  I  understand  that  Justice 
Gould  receives  as  salary,  from  each  of  these  two  companies,  the  sum  of  $750  a 
year  or  a  total  of  $1,500 ;  that  if  he  attended  the  monthly  meetings  of  the  First 
National  Fire  Insurance  Co.  board  of  directors,  he  would  receive  for  each  of 
those  meetings  the  further  sum  of  $25,  which  would  be  $300  a  year;  that  if 
he  attended  the  monthly  meetings  of  the  board  of  directors  of  the  Commercial 
Fire  Insurance  Co.  he  would  receive  $5  for  each  meeting,  which  would  be  $60 
a  year;  that  if  he  attended — — 

Mr.  Redfield.  Now,  that  statement  is  all  right  up  to  that  point, 
and  I  will  go  on  from  that,  I  think  that  if  he  attended  each  weekly 
meeting  of  the  finance  committee  of  the  Commercial  Fire  Insurance 
Co.  he  would  receive  for  each  of  those  52  meetings  per  annum  the 
further  sum  of  $5  per  meeting,  it  that  correct  ? 

Mr.  Tottle.  Yes. 

Mr.  Redfield.  Which  would  be  the  sum  of  $260  per  year — 5 
times  52? 

Mr.  Tuttle.  Yes. 

Mr.  Redfield.  That  if  he  attended  the  weekly  meetings  of  the 
finance  committee  of  the  First  National  Fire  Insurance  Co.,  he  would 
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receive  $5  a  week  for  each  meeting,  which  for  the  52  meetings  would 
be  $260  a  year,  also? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Eedfield.  Is  not  that  right  ? 

Mr.  Ttjttle.  Yes. 

Mr.  Eedfield.  So  that  if  he  were  to  attend  all  the  meetings  of  the 
finance  committees  of  both  companies  and  all  the  meetings  of  the 
boards  of  directors  of  both  companies,  he  would  be  receiving  for 
directors'  fees  and  for  finance  committees'  fees  and  for  the  salaries 
from  both  companies,  the  sum  of  the  amounts  that  I  have  stated  to 
you,  or  a  total  of  $2,380  per  year? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Redfield.  Now,  in  addition  to  that.  Justice  Gould  received  the 
present  of  1  per  cent  of  the  stock  of  Tuttle,  Wightman&  Dudley 
(Inc.),  did  he  not? 

Mr.  Ttjttle.  Yes,  sir. 

Mr.  RedfieixD.  And  on  that  he  receives  the  usual  dividends  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfeeld.  Are  you  able  to  say  what  the  dividends  were  upon 
that  stock  last  year? 

Mr.  Tuttle.  I  think  that  Judge  Prouty  yesterday  figured  it  out — 
he  and  I  together  here — at  somewhere  in  the  neighborhood  of  between 
$700  and  $800.     I  can  verify  those  things. 

Mr.  Caeusi.  Seven  or  eight  hundred  per  cent,  they  figured  out. 

Mr.  Redfibld.  So,  that  if  we  assume  it  for  the  moment  at  the 
smallest  amount  of  $700 — and  that,  I  take  it,  is  subject  to  correction 
upon  the  verification  that  you  are  going  to  make,  Mr.  Tuttle 

Mr.  Tuttle.  Yes. 

Mr.  Redfield  (continuing).  Justice  Gould  would  be  receiving 
from  that  source  and  from  all  others,  the  sum  of  $3,080  for  his  serv- 
ices in  connection  with  these  companies  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Redfield.  What  is  wrong? 

Mr.  Tuttle.  Well,  just  a  minute.  I  have  been  making  some  fig- 
ures in  anticipation  of  yours,  and  maybe  they  are  wrong. 

Mr.  Redfield.  I  simply  added  700  to  those  we  agreed  upon  before. 

Mr.  Tuttle.  According  to  those  figures  it  would  be  $3,080. 

Mr.  Redfield.  Yes;  which  supposes  his  attendance  at  all  the 
meetings  ? 

Mr.  Tuttle.  Yes. 

Mr.  Redfield.  Now,  what  is  his  interest  in  the  stock  of  the  Com- 
mercial Co.? 

Mr.  Tuttle.  I  have  forgotten  how  much  stock  he  owns  in  the  Com- 
mercial.   I  do  not  know  that  I  have  known. 

Mr.  Redfield.  Did  I  understand  you  to  say  he  owned  $1,000  worth 
of  stock  in  the  First  National  ? 

Mr.  Tuttle.  Yes. 

Mr.  Redfield.  Now,  I  think  you  said  in  your  direct  examination 
that  he  was  made  a  director  of  Tuttle,  Wightman  &  Dudley,  so  that 
there  might  be  a  fifth  director. 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Redfield.  In  the  possible  event  of  there  being  some  differences 
of  view? 
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Mr.  TtTTTLE.  Yes,  sir. 

Mr.  Eedfield.  And  did  I  understand  you  correctly,  speaking  from 
memory,  to  say  that  there  had  been  some  rather  sharp  differences  of 
opinion  ? 

Mr.  Ttjttle.  Xo,  sir;  I  do  not  think  I  said  there  had  been  iiny 
sharp  differences  of  opinion.  As  a  matter  of  fact,  there  were  some 
differences  of  opinion  about  the  internal  management  of  the  con- 
cern of  Tuttle,  Wightman  &  Dudley. 

Mr.  Eedfield.  Well,  will  you  state  what  those  differences  were? 

Mr.  Tuttle.  Those  are  matters  more  or  less  of  a  personal  nature 
and  have  absolutely  no  bearing  upon  this  investigation  whatever,  in 
my  opinion,  if  you  will  allow  me  to  express  it. 

Mr.  Eedfield.  Will  you  state  to  the  committee  that  they  had  no 
bearing,  direct  or  indirect,  upon  the  subject  matter  of  this  investi- 
gation ? 

Mr.  Tuttle.  I  so  state. 

Mr.  Eedfield.  What  are  the  relations  of  Eobert  N.  Harper  to 
these  two  companies,  please  ? 

Mr.  Tuttle.  Mr.  Harper  is  a  director  of  each  company  and  is 
chairman  of  the  finance  committee  of  the  Commercial  Fire  Insurance 
Co.  He  is  one  of  the  vice  presidents  of  the  First  National  Fire  In- 
surance Co. 

Mr.  Eedfield.  Does  he  receive  a  salary  as  vice  president? 

Mr.  Tuttle.  No,  sir. 

Mr.  Eedfield.  Now,  will  you  state  how  many  gentlemen  connected 
with  these  companies,  and  who,  are  connected  with  the  District 
National  Bank  of  Washington,  and  what  positions  do  they  hold  in 
that  institution? 

Mr.  Tuttle.  Mr.  Carusi  is  general  counsel  and  a  director  of  the 
District  National  Bank,  I  am  a  director  of  the  bank,  and  that  is  all. 

Mr.  Eedfield.  Is  Mr.  Dudley  connected  with  the  bank  ? 

Mr.  Tuttle.  No. 

Mr.  Eedfield.  Gen.  Wynne? 

Mr.  Tuttle.  No. 

Jtlr.  Eedfield.  Mr.  Harper? 

Mr.  Tuttle.  Yes ;  naturally.    He  is  president  of  the  bank. 

Mr.  Eedfield.  He  is  president  of  the  bank,  is  he  not  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  Are  there  any  other  parties  with  mutual  interests 
between  these  companies  and  the  bank? 

Mr.  Tuttle.  Mr.  John  W.  Childress  is  a  director  of  the  Commer- 
cial Fire  and  a  director  of  the  District  National  Bank.  He  is  not 
connected  with  the  First  National  Fire. 

Mr.  Eedfield.  ^Vhere  is  the  banking  account  of  Tuttle,  Wightman 
&  Dudley  kept? 

Mr.  Tuttle.  In  the  District  National  Bank. 

Mr.  Eedfield.  The  only  one  ? 

Mr.  Tuttle.  I  was  trying  to  think.  I  believe  we  have  an  account 
at  the  Washington  &  Southern  Bank.     I  am  not  sure  about  that. 

Mr.  Eedfield.  In  what  bank  do  you  keep  your  personal  account, 
Mr.  Tuttle? 

Mr.  Tuttle.  I  have  three  or  four  bank  accounts,  but  not  any  of 
them  amount  to  such  an  awful  lot.     I  have  an  account  in  the  District 
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National  Bank,  one  in  the  Riggs  National,  one  in  the  Washington  & 
Southern,  and  one  in  the  United  States  Trust  Co. 

Mr.  EEoriELD.  Where  does  the  Commercial  Fire  Insurance  Co, 
keep  its  bank  account? 

Mr.  TuTTLE.  The  Commercial  Fire  has  an  account  at  the  District 
National,  at  the  Eiggs  National,  at  the  Washington  &  Southern.  It 
either  has  or  did  have  an  account  at  the  Commercial  National  Bank. 
I  do  not  know  whether  it  has  one  there  yet  or  not. 

Mr.  Eedfield.  Where  does  the  First  National  Fire  Insurance  Co. 
keep  its  account? 

Mr.  Tttttle.  In  the  District  National,  in  the  Eiggs  National,  and 
in  the  Washington  &  Southern. 

Mr.  Eedeieoj.  When  were  those  accounts  opened  in  the  Eiggs 
National  Bank? 

Mr.  Tttttle.  I  could  not  tell  you.  I  will  try  and  tell  you  approxi- 
mately. 

Mr.  Eedheld.  That  will  do. 

Mr.  Tuttle.  But  it  will  be  a  guess.  I  should  say  in  August  or 
September. 

Mr.  Eedfield.  Did  I  ask  you  what  the  relations  of  Judge  Atkinson 
were  to  these  two  companies  ? 

Mr.  TuTTLE.  You  did. 

Mr.  Beegee.  Mr.  Eedfield,  I  did  not  quite  understand  the  answer — 
August  or  September  of  what  year? 

Mr.  TuTTO!.  This  past  year. 

Mr.  Beegee.  1912?  _ 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Eedfield.  Mr.  Tuttle,  did  I  understand  you  to  say  that  apart 
from  the  gift  of  1  per  cent  of  the  stock  of  Tuttle,  Wightman  & 
Dudley  to  Justice  Gould,  that  no  other  party  received  any  gift  of 
stock  in  any  way,  shape,  or  manner? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  Were  there  no  cases  where  stock  was  paid  for  and 
the  checks  returned  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Eedfield.  Or  no  cases  where  stock  was  paid  for  by  notes  which 
were  not  collected? 

Mr.  Tuttle.  No,  sir ;  not  to  my  knowledge. 

Mr.  Eedfield.  Or  no  cases  where  stock  was  paid  for  and  an  equal 
sum  paid  for  services  of  some  nature  ? 

Mr.  Tuttle.  No,  sir;  absolutely  not. 

Mr.  Eedfield.  Mr.  Chairman,  for  the  sake  of  bringing  it  formally 
before  the  committee  and  not  for  the  purpose  of  having  it  necessarily 
either  discussed  or  decided  now,  I  ask  that  the  committee  take  into 
consideration  at  its  early  convenience,  the  printing  in  the  record  of 
the  complete  list  of  the  stockholders  of  both  companies,  together  with 
their  addresses  and  the  number  of  shares  belonging  to  each. 

Mr.  Douglas.  I  understand  you  are  not  making  this  motion  at 
this  particular  time. 

Mr.  Eedfield.  I  simply  bring  it  before  the  committee  formally, 
for  their  consideration. 

Mr.  Douglas.  You  mean  at  this  time  ? 

Mr.  Eedfield.  No. 
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Mr.  Douglas.  Of  course,  we  want  to  be  heard  on  that  question, 
Mr.  Chairman,  when  the  committee  is  ready  to  take  it  up. 

Mr.  Redfield.  I  think  that  is  all,  Mr.  Chairman. 

Mr.  Douglas.  Mr.  Tuttle,  taking  this  matter  up  where  it  was  left 
off,  I  will  ask  you  to  state  again  for  the  record  when  Judge  Gould  be- 
came vice  president  of  the  First  National  and  of  the  Commercial  ? 

Mr.  Tuttle.  In  July,  1912. 

Mr.  Douglas.  That  is,  of  both  companies,  Mr.  Tuttle? 

Mr.  Tuttle.  Of  the  Commercial.  Of  the  First  National,  I  believe 
it  was  in  either  July  or  August  of  1912. 

Mr.  Douglas.  July  or  August? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  Can  you  figure,  assuming  that  Judge  Gould  at- 
tended all  of  these  meetings  of  the  First  National  board  and  of  the 
finance  committee,  from  the  1st  of  July  to  the  1st  of  January,  about 
how  much  he  has  received  for  his  work  and  service  in  connection  with 
these  companies? 

Mr.  Tuttle.  $1,940. 

Mr.  Douglas.  It  is  true,  is  it  not,  that  Judge  Gould  has  actually  in- 
vested in  the  stock  of  these  companies  to  an  amount  in  excess  of  the 
sum  total  of  that  amount,  in  actual  money,  has  he  not? 

Mr.  Tuttle.  I  do  not  know. 

Mr.  Douglas.  Do  you  not  know  he  had  $1,000  worth  of  stock  in 
the  Commercial? 

Mr.  Tuttle.  No;  in  the  First  National. 

Mr.  Douglas.  Has  he  not  the  same  in  the  Commercial? 

Mr.  Tuttle.  I  do  not  know. 

Mr.  Douglas.  Assuming  that  Judge  Gould  should  get  $840,  which 
I  believe  is  the  figure  Mr.  Carusi  had  here,  for  attendance  on  the 
meetings  of  the  board  of  directors  and  the  finance  committee  of  these 
two  companies,  will  you  not  figure  out  how  many  sessions  he  would 
have  to  attend  to  make  out  that  compensation?  There  would  be 
four  meetings  of  the  finance  committee  of  each  corporation  during 
the  month  and  one  meeting  of  the  board  of  directors,  making  five; 
is  that  right? 

Mr.  Tuttle.  Two  meetings  of  the  board  for  both  companies. 

Mr.  Douglas.  Calculating  them  separately,  there  would  be  1  meet- 
ing of  the  board  of  directors  of  each  company  during  the  month, 
which  would  be  2  board  meetings;  there  would  be  4  meetings  of  the 
finance  committee  of  each  company,  making  8  in  all,  or  a  total  of  10 
meetings  of  the  directors  and  the  finance  committees  ? 

Mr.  Tuttle.  Yes. 

Mr.  Douglas.  That  would  make  10  in  all  that  he  would  have  to  at- 
tend to  earn  $840 — 120  days'  sessions  or  meetings  of  the  finance  com- 
mittees and  of  the  board  of  directors? 

Mr.  Tuttle.  Yes. 

Mr.  Beegee.  How  many,  Mr.  Douglas? 

Mr.  Douglas.  One  hundred  and  twenty  during  the  year  for  that 
$840. 

I  will  ask  you,  Mr.  Tuttle,  to  state  in  this  connection  whether  or 
not  the  work  done  by  members  of  the  board,  and  especially  by  mem- 
bers of  the  finance  committee,  is  perfunctory  and  easy  or  whether  it  is 
difiicult  and  laborious  work? 

Mr.  Tuttle.  It  is  very  thorough  and  painstaking  work. 
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_Mr.  Douglas.  How  long,  for  instance,  would  your  finance  com- 
mittee be  in  session,  as  an  average? 

Mr.  TuTTLE.  I  believe  about  two  hours — from  one  and  one-half 
hours  to  two  hours. 

Mr.  Douglas.  Will  you  state  whether  or  not  the  members  of  the 
board  and  finance  committee  were  called  upon  to  do  other  work  than 
the  mere  formal  meetings  of  the  finance  committee  ? 

Mr.  TuTTLE.  They  are. 

Mr.  Douglas.  I  will  ask  you  to  state  whether  the  work  Judge 
Gould  and  other  officers  of  the  companies  did — of  the  First  National 
and  of  the  Commercial — is  in  the  nature  of  responsible  work.  For 
instSlnce,  making  investments  of  the  companies'  funds.  I  refer  both 
to  the  First  National  and  to  the  Commercial. 

Mr.  TuTTLE.  They  report  at  the  meetings  on  certain  investments 
that  they  have  looked  up,  studied  into  during  the  interim  between 
the  meetings.  When  an  application  is  in  for  a  mortgage  loan  they 
go  and  look  at  the  property.  If  a  question  of  buying  bonds  is  up, 
they  look  thoroughly  into  the  issue  of  the  bonds,  the  terms  of  the 
bonds,  for  each  class  of  bonds  that  is  offered. 

Mr.  Douglas.  Can  you  tell  me  about  how  much  money  these  officers 
of  the  First  National  have  handled  and  been  responsible  for  since  the 
organization  of  that  company? 

Mr.  TuTTLE.  About  $3,000,000. 

Mr.  Douglas.  That  is,  for  the  two  companies? 

Mr.  Tuttle.  No;  that  is  wrong.  Each  company  has  nearly 
$1,000,000  of  actual  assets  now.  One  has  $925,000,  and  the  other 
$969,000.    I  suppose  the  directors  are  responsible  for  the  safe-keeping 

of  Bill. 

Mr.  Douglas.  Have  Judge  Gould  and  Judge  Atkinson,  Mr.  Wynne, 
and  Mr.  Carusi,  and  yourself,  and  others,  who  have  drawn  salaries 
in  one  form  and  another  from  these  companies,  done  the  actual  work 
of  investing  the  money  of  these  two  companies? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  Will  you  state  to  the  committee  whether  or  not  that 
took  time  and  careful  work  ? 

Mr.  Tuttle.  Yes;  it  did. 

Mr.  Beegee.  Just  one  question,  with  your  permission.  When  are 
these  meetings  held,  in  the  afternoon  or  evening? 

Mr.  Douglas.  I  will  ask  him  now.  Your  finance  committee  meet- 
ings are  held  when,  as  a  rule  ? 

Mr.  Tuttle.  On  Mondays  and  have  in  many  cases  been  postponed 
over  into  the  evening;  that  is,  they  have  come  back  in  the  evening. 

Mr.  Douglas.  Your  regular  hours  for  the  finance  committee  in  the 
afternoon  are  what? 

Mr.  Tuttle.  Two  o'clock.  What  we  try  to  do  is  to  have  the  Com- 
mercial finance  committee  meeting  from  2  to  3,  and  the  First  Na- 
tional finance  committee  meeting  from  3  to  4.  And  the  board  meet- 
ing, when  it  comes  on  that  Monday,  don't  you  know,  once  in  four  or 
five  times,  for  the  full  directors'  meeting,  the  Commercial  is  set  for 
from  4  o'clock  to  5,  and  the  other  one  from  5  to  6  o'clock. 

Mr.  Douglas.  They  were  generally  held  on  the  same  day  ? 

Mr.  Tuttle.  Yes.  The  finance  committee  meetings  are  held  every 
Monday;  the  directors'  meetings  are  held  the  second  Monday  in  every 
month. 
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Mr.  Douglas.  You  have  them  arranged  so,  if  possible,  to  fall  on 
the  same  day  at  different  hours  ? 

Mr.  Tu'i'i'LE.  Yes,  sir. 

Mr.  DoTTGLAS.  You  say  you  frequently  adjourn  over  to  an  evening 
session  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  DoTJGLAS.  Has  Judge  Gould  participated  in  any  active  way  in 
the  selection  of  the  investments  of  these  companies  ? 

Mr.  TxTTTUE.  Yes,  sir. 

Mr.  DoTTGLAS.  Will  you  state  to  the  committee  whether  or  not 
those  investments,  so  far  as  you  know,  have  been  carefully,  prudently, 
and  safely  made  ?  • 

Mr.  Tttttle.  They  have. 

Mr.  Douglas.  I  believe  you  stated  that  Judge  Gould's  salary  is  at 
the  rate  of  $750  a  year? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  For  each  company.  You  ought  to  know,  and  I 
therefore  ask  you,  whether  or  not  that  is  a  liberal  salary  or  a  very 
meager  salary  for  the  work  that  Judge  Gould  actually  has  done  since 
he  has  been  vice  president  of  these  two  companies  ? 

Mr.  TuTTUB.  I  think  it  is  a  very  small  salary. 

Mr.  Beegee.  One  more  question,  if  you  please.  Mr.  Tuttle,  is 
Judge  Gould  regular  in  his  attendance  ? 

Mr.  Tuttle.  He  is,  during  the  winter  months.  During  the  sum- 
mer he  was  away,  I  think,  two  months.  At  one  time  I  sent  for  him 
to  come  in  to  discuss  the  Southern  Building,  or,  rather,  I  asked  him 
to  come  in. 

Mr.  Berger.  You  have  stated  that  your  meetings  are  held  in  the 
afternoon  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Berger.  Is  not  that  the  time  when  Judge  Gould  is  busy  on  the 
bench  ? 

Mr.  Tuttle.  No,  sir;  as  I  understand  it,  the  judges  sit  here 
from ^ 

Mr.  Douglas  (interposing).  From  10  o'clock  to  3  o'clock. 

Mr.  Berger.  Oh,  and  this  is  after  3  ? 

Mr.  Douglas.  Yes;  after  3.  Sometimes  the  court  adjourns  a  little 
earlier  than  that,  for  one  reason  or  another,  but  those  are  the  usual 
hours. 

Of  course,  it  would  follow,  then,  I  judge  from  what  you  have  said 
to  Mr.  Berger,  that  there  were  some  days  Judge  Gould  did  not  and 
could  not  attend,  for  one  reason  and  another. 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  You  say  he  came  on  one  occasion  from  Ocean  City, 
or  some  other  place,  to  attend  to  the  business  affairs  of  these  com- 
panies ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  You  say  that  no  promotion  stock  of  the  Commercial 
or  of  the  First  National  was  given  to  anyone  ? 

Mr.  Tuttle.  Not  a  dollar.  - 

Mr.  Douglas.  Neither  to  yourself.  Judge  Gould,  Mr.  Wynne,  or 
Mr.  Carusi,  or  anybody  else  ? 

Mr.  Tuttle.  Not  to  anybody. 
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Mr.  Douglas.  And  in  answer  to  a  question  by  Mr.  Kedfield,  you 
spoke  about  the  only  gift  stock  being  to  Judge  Gould.  As  a  matter 
of  factj  is  it  not  true — I  mean  in  your  firm  of  Tuttle,  Wightman  & 
Dudley— that  all  of  the  stock  of  the  Tuttle,  "Wightman  &  Dudley 
firm  was  in  a  sense  gift  stock;  that  is  to  say,  Mr.  Carusi  received  his 
stock  the  same  way,  did  he  not? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  And  all  you  had  at  that  time,  when  that  firm  was 
incorporated  and  the  stock  was  issued,  was  the  existing  contract  with 
the  Commercial,  which  up  to  that  time  had  not  proved  a  profitable 
one? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  And  the  First  National  had  not  been  thought  of  at 
all  at  that  time  ? 

Mr.  Tuttle.  Well,  it  had  not  been  organized  or  talked  over. 

Mr.  Douglas.  I  mean  it  was  not  in  contemplation  so  far  as  any 
contract  at  that  time  was  concerned  ? 

Mr.  Tuttle.  No. 

Mr.  Douglas.  You  issued  Judge  Gould  $100  worth  of  the  par  value 
of  "that  stock? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  And  the  stock  issued  to  Mr.  Carusi  was  in  the  same 
way? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  It  proved  valuable  thereafter  because  of  the  birth 
of  the  First  National  Fire  Insurance  Co.  six  months  later  and  the 
consummation  of  a  contract  between  you  and  the  First  National  and 
the  prosecution  with  vigor  of  the  work  of  selling  that  stock  ? 

Mr.  Tuttle.  The  organization  was  some  time  afterwards ;  yes,  sir. 

Mr.  Douglas.  As  to  whether  the  $100  of  stock  given  to  Judge 
Gould  was  valuable  was,  to  say  the  least,  very  problematical  at  the 
time  of  issue? 

Mr.  Tuttle.  Very. 

Mr.  Douglas.  As  I  understand  it,  some  differences  of  a  more  or  less 
personal  nature  had  developed  or  gave  promise  of  development  be- 
tween you  and  the  other  members  of  the  firm  and  you  decided  to  in- 
corporate and  make  the  underwriters  a  permanent  organization  ? 

Sir.  TuTTi^.  Yes,  sir. 

Mr.  Douglas.  And  you  wanted  Judge  Gould  on  the  board  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  More  in  the  nature  of  a  mutual  friend  and  an  arbi- 
trator, if  any  differences  should  arise,  than  anything  else?^ 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  Was  that  the  reason  you  gave  him  that  stock  ? 

Mr.  Tuttle.  Yes,  sir ;  it  was. 

Mr.  Douglas.  I  want  to  ask  you  this,  so  as  to  settle  it  beyond  the 
pale  of  controversy  if  possible :  Was  the  membership  of  the  board  of 
Tuttle,  Wightman  &  Dudley — that  is  to  say,  was  the  fact  that  you 
were  on  it,  and  that  Judge  Gould  was  on  it,  and  that  Mr.  Carusi  was 
on  it — ever  advertised  or  published  in  any  way  to  the  stockholders? 

Mr.  Tuttle.  No,  sir. 

Mr.  Douglas.  Or  to  anyone  soliciting  stock  ? 

Mr.  Tuttle.  No,  sir. 
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Mr.  Douglas.  Or  to  anyone  from  whom  you  were  soliciting  stock  ? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Douglas.  Did  you  publish  Judge  Gould's  name  or  have  his 
name  on  the  letterhead  of  your  concern? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Douglas.  As  far  as  you  know,  did  anyone  having  any  business 
relations  either  with  the  First  National  or  with  the  Commercial  Fire 
Insurance  Co.  ever  know  that  Judge  Gould  was  on  that  board  ex- 
cept those  executive  officers  who  were  there  in  touch  with  affairs  each 
day? 

Mr.  TuTTLE.  No;  no  one  else. 

Mr.  Douglas.  Did  that  have  anything  whatever  to  do  with  Judge 
Gould's  position  on  the  board  of  directors  of  either  company,  the  fact 
that  he  held  $100  worth  of  par  value  of  your  stock? 

Mr.  TuTTLE.  Not  a  bit. 

Mr.  Bekger.  But  Judge  Gould  knew  it,  of  course,  that  he  owned 
the  stock? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Bekger.  And  he  knew  it  also  at  the  time  he  acted  as  a  director 
of  the  other  two  companies  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  He  had  been  on  the  board  of  directors  of  the  Com 
mercial,  as  I  understand  it,  some  time  before  that? 

Mr.  TuTTLE.  Judge  Gould  has  been  on  the  board  of  the  Commer- 
cial more  than  a  year ;  I  guess  a  year  and  a  half. 

Mr.  Douglas.  I  believe  you  said  he  filled  the  vacancy  on  the  board 
that  had  been  made  by  the  retirement  of  Justice  Barnard,  who  is  one 
of  the  judges  of  the  same  court  he  is  a  member  of,  when  it  was  a  local 
company  here  in  Washington? 

Mr.  TuTTLE.  I  do  not  know  that  I  testified  as  to  that  point. 

Mr.  Douglas.  I  am  asking  you  now  if  that  is  not  a  fact? 

Mr.  TuTTLE.  I  do  not  know  whether  he  filled  that  particular 
vacancy. 

Mr.  Douglas.  He  did  fill  a  vacancy,  and  one  vacancy  was  created 
by  Judge  Barnard? 

Mr.  TuTTLE.  Yes,  sir;  and  Judge  Barnard  had  been  the  vice  presi- 
dent, the  position  Judge  Gould  now  holds. 

Mr.  Douglas.  Mr.  Tuttle,  you  have  been  asked  very  much  in  detail 
with  reference  to  the  whys  and  wherefores  of  your  submitting  your 
literature  to  the  general  counsel  of  the  company.  I  will  ask  you  if 
you  do  not  know  from  your  general  knowledge  of  business,  admixed 
with  law  as  it  is,  that  if  there  should  be  any  mistake  in  the  statements 
of  fact  in  your  literature,  or  any  statement  in  it  in  such  a  way  that 
it  might  be  misconstrued,  it  might  involve  you  in  trouble  in  your 
future  relations  with  parties  who  would  buy  stock  ? 

Mr.  Tuttle.  It  would. 

Mr.  Douglas.  And  is  it  not  true  that  you  regarded  the  preparation 
of  your  literature  as  a  thing  necessary  to  be  done  as  carefully  as  the 
preparation  of  a  contract,  in  large  measure? 

Mr.  TuTTi^.  Yes,  sir. 

Mr.  Douglas.  I  believe  you  said  that  Gen.  Wynne  suggested  the 
submission  of  this  literature  to  tho  Post  Office  Department,  and  I 
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believe  you  testified  that  this  was  done  on  his  own  initiative,  so  far 
as  you  know? 

Mr.  TuTTu;.  It  was. 

Mr.  Douglas.  Did  not  he  state  at  that  time  that  it  was  done  for 
the  purpose  of  satisfying  the  Post  Office  Department  that  this  matter, 
at  least  on  its  face,  was  all  right. 

Mr.  Tttttle.  I  do  not  remember  that  he  said  th?i  t. 

Mr.  Douglas.  Well,  Gen.  Wynne  had  been  connected  with  the 
prosecution  of  what  were  known  as  Post  Office  fraud  cases  when  he 
was  Postmaster  General,  had  he  not? 

Mr.  TuTTLE.  Yes. 

Mr.  Douglas.  Do  you  not  know,  or  have  you  not  heard,  Mr. 
Tuttle,  that  it  is  not  an  unusual  thing  for  corporations  to  submit 
their  literature  to  the  Post  Office  Department  in  order  to  prevent 
friction,  when  they  have  to  use  the  mails  for  the  purpose  of  circu- 
larizing the  public? 

Mr.  Tuttle.  I  never  laiew  anything  about  it. 

Mr.  Douglas.  I  believe  you  said  that  Mr.  Harper  was  on  this  com- 
mittee with  Judge  Atkinson  and  Mr.  Carusi  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  And  the  literature,  I  suppose,  was  submitted  back 
to  the  board  and  gone  over  carefully  ? 

Mr.  Tuttle.  It  was.  I  remember  seeing  it  O.  K'd,  or  approved 
with  these  men's  names  or  initials.  I  do  not  recollect  whether  it 
ever  went  to  the  full  board  or  not ;  I  doubt  it. 

Mr.  Douglas.  You  were  asked  about  the  Protective  literature. 
You  did  not  prepare  the  Protective  literature  ? 

Mr.  Tuttle.  No. 

Mr.  Douglas.  Was  not  that  prepared  before  you  had  anything  to 
do  with  the  active  management  of  the  company  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Douglas.  You  did  revise  some  of  it  in  accordance  with  the 
suggestions  made  by  the  department  of  insurance  of  New  York,  did 
you  not? 

Mr.  Tuttle.  Yes. 

Mr.  Douglas.  Coming  now  to  the  question  of  your  own  past  his- 
tory, if  I  may  use  that  expression,  you  have  been  asked  about  a  num- 
ber of  experiences  you  have  had  with  the  several  companies  with 
which  you  have  been  connected.  Will  you  mind  stating,  as  briefly  as 
you  can,  but  with  a  fair  amount  of  fullness,  first,  the  number  of  com- 
panies you  represented  under  your  general  agency?  I  want  their 
names  put  in  the  record  if  you  can  enumerate  them,  ending  with  the 
close  of  your  office  at  Syracuse. 

Mr.  Tuttle.  The  AUemania  Insurance  Co.,  of  Pennsylvania ;  Fire- 
man's Insurance  Co.,  of  Baltimore;  Home  Fire,  of  Baltimore;  Capi- 
tal Fire,  of  New  Hampshire;  New  England  Underwriters,  New 
Hampshire;  American,  of  Boston;  German  National,  of  Chicago; 
Allegheny  Fire,  of  Pennsylvania ;  Dubuque  Fire  &  Marine,  of  Iowa ; 
Northwestern  Fire  &  Marine,  of  Minnesota;  Lumber  Insurance  Co., 
of  New  York ;  Adirondack  File,  of  New  York ;  Washington  Fire,  of 
the  State  of  Washington ;  Eagle  Fire,  of  New  York ;  Delaware  In- 
surance Co.,  of  Philadelphia. 
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Mr.  Douglas.  First  of  all,  enumerate  those  with  whom  you  oper- 
ated without  any  sort  of  controversy  or  friction ;  name  them  for  the 
record. 

Mr.  TuTTLE.  The  AUemania  Fire  Insurance  Co. ;  Firemen's  Insur- 
ance Co.;  Home  Fire  Insurance  Co.;  Capital  Fire  Insurance  Co.; 
New  England  Underwriters;  American,  of  Boston;  German  Na- 
tional, of  Chicago;  Lumber  Insurance  Co.,  of  New  York;  Adiron- 
dack Fire,  of  New  York;  Washington  Fire,  of  the  State  of  Wash- 
ington. 

Mr.  Douglas.  Have  you  been  with  those  companies,  representing 
them  a  substantial  length  of  time?  If  so,  about  how  many  years 
would  it  cover? 

Mr.  TuTTLE.  This  covers  a  period 

Mr.  Douglas  (interposing).  I  mean,  take  those  particular  com- 
panies you  have  enumerated,  and  tell  us  how  long  you  have  repre- 
sented them,  ranging  from  one  yenr  to  how  long? 

Mr.  TuTTLE.  Some  of  them  not  one  year. 

Mr.  Douglas.  What  is  the  longest  period  of  time  you  represented 
any  of  them  ? 

Mr.  TuTTLE.  The  Capital  Fire  Insurance  Co.  and  the  New' Eng- 
land Underwriters  I  started  with  in  Newburgh,  when  I  was  26  years 
old 

Mr.  Douglas  (interposing).  Give  about  the  number  of  years? 

Mr.  TuTTLE.  And  I  had  them  six  months  after  I  got  down  here. 

Mr.  Douglas.  That  leaves  us  to  count  it  up.  Give  us,  approxi- 
mately, the  number  of  years  you  represented  those  companies  ? 

Mr.  TuTTLE.  Well,  I  will  count  it  up  myself.  My  connection  with 
the  Capital  Fire  and  t\ie  New  England  Underwriters  began  18  years 


Mr.  Douglas.  And  it  quit  when? 

Mr.  TuTTLE.  And  ended  six  months  after  I  came  down  to  Wash- 
ington. 

Mr.  Douglas.  You  see  you  are  not  paying  us  to  do  that  substract- 
ing  for  you.  Can  you  not  give  us  approximately  how  long  it  was,  in 
years  ? 

Mr.  TuTTLE.  Eighteen  years. 

Mr.  Douglas.  You  represented  these  companies  17  or  18  years? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  Continuously? 

Mr.  TuTTLE.  No,  sir.  At  the  time^  I  moved  from  Newburgh  to 
Syracuse,  at  that  time,  the  Capital  Fire  and  the  New  England  Under- 
writers, I  believe,  were  represented  in  some  other  agency,  and  it  was 
two  or  three  years  after  I  had  engaged  with  the  Mr.  Titcomb  I  spoke 
of  to-day  that  they  came  into  my  general  agency. 

Mr.  Douglas.  You  evidently  do  not  quite  understand  what  I  am 
after,  or  else  I  do  not  make  myself  clear.  I  want  in  a  general  way, 
approximately,  the  length  of  time  you  represented  these  various  com- 
panies because  it  throws  some  light  upon  your  relations  with  them 
at  the  termination  of  your  representing  them. 

Mr.  TuTTLE.  Why  may  I  not  take  each  company  and  state  how  long 
T  represented  it? 

Mr.  Douglas.  All  right;  do  that  if  you  can,  and  as  quickly  as 
possible. 
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Mr.  Tttttle.  And  then  it  would  save  a  little  time,  as  I  know  what 
you  are  going  to  ask,  to  say  how  I  parted  with  them. 

Mr.  Douglas.  All  right,  do  it  that  way.  Take  each  company  and 
say  how  long  you  represented  that  particular  company  as  general 
agent  for  the  State  of  New  York. 

Mr.  TuTTLE.  Before  I  left  Newburgh  I  represented  the  Capital  Fire 
Insurance  Co.  for  the  year  and  a  half  I  was  there.  After  I  moved 
to  Syracuse  it  was  possibly  four  or  five  years  before  I  agajn^  repre- 
sented them,  and  I  represented  them  from  that  time  until 

Mr.  Douglas  (interposing).  How  many  years  did  you  subsequently 
represent  them,  the  second  time. 

Mr.  TuTTLE.  Just  a  minute  and  I  will  get  it. 

Mr.  Douglas.  About  10  years,  was  it  not  ? 

Mr.  TuTTLE.  About  10  years. 

Mr.  Douglas.  That  is  all  I  want.  I  wanted  it  only  approximately. 
Now,  take  the  next  company  and  go  ahead  as  fast  of  you  can  con- 
sistently with  a  correct  statement. 

Mr.  TuTTLE.  The  Capital  Fire  and  the  New  En^and  Underwriters 
extended  my  territory  from  New  York  to  include  Pennsylvania  after 
having  had  a  year  or  so's  experience  in  my  office. 

The  AUemania  Insurance  Co.,  of  Pennsylvania,  I  represented  but 
a  short  time,  and  parted  with  them  with  the  greatest  of  friendliness. 

Mr.  Douglas.  Did  you  part  with  the  Capital  Fire  in  the  same  way  ? 

Mr.  TuTTLE.  Yes. 

Mr.  Douglas.  Go  ahead  with  the  others. 

Mr.  TuTTLE.  The  Firemen's  Insurance  Co.,  of  Baltimore,  and  the 
Home  Fire  Insurance  Co.,  of  Baltimore,  I  represented  from  about  1897 
until  the  Baltimore  fire,  which  was  in  1904.  The  Baltimore  fire  put 
them  out  of  business. 

Mr.  Douglas.  How  many  years  would  that  be  ?  About  seven  years, 
would  it  not? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  Go  ahead  with  the  next  one.  Did  you  part  with 
that  one  with  pleasant  relations? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  The  Baltimore  fire,  you  say,  put  them  out  of  busi- 
ness ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  Were  your  relations  pleasant  and  satisfactory  up 
to  the  time  of  their  going  out  of  business  ? 

Mr.  TuTTLE.  Yes,  sir ;  they  were,  perfectly ;  and  they  still  are  with 
the  surviving  president  of  the  Firemen's,  of  Baltimore. 

Mr.  Douglas.  Go  ahead  with  the  next  one. 

Mr.  TuTTLE.  The  American,  of  Boston;  my  recollection  is  I  had  a 
two-year  contract  with  them.  At  the  end  of  the  two  years  they  noti- 
fied me  that  our  relations  had  been  pleasant,  but  that  now  New  York 
State  had  been  planted  with  agents  and  because  the  contract  was  ex- 
piring they  thought  they  would  go  it  alone,  without  the  expense  of  a 
general  agent. 

Mr.  Douglas.  And  undertake  to  hold  the  agencies  you  had  estab- 
lished? 

Mr.  TuTTLE.  Yes.     So  that  was  pleasant. 
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The  German  National,  of  Chicago,  I  represented  for  about  three 
years — two  and  a  half  to  three  years — ^until  the  San  Francisco  fire 
caused  their  retirement. 

Mr.  Douglas.  You  parted  with  them  satisfactorily  and  very  pleas- 
antly ? 

Mr.  TuTTLE.  Very  friendly. 

Mr.  Douglas.  Go  ahead. 

Mr.  TuTTLE.  The  Allegheny  Fire,  of  Pennsylvania,  came  into  my 
general  agency  because  the  president  of  it  wanted  the  agency  in 
Allegheny  County  with  the  Northwestern  Fire  &  Marine  Insurance 
Co.,  which  I  had. 

Mr.  Douglas.  Pardon  me  one  minute.  Is  that  the  one  Mr.  Red- 
field  asked  you  about,  where  there  was  a  payment  of  $2,000  and  $1,000 
of  notes? 

Mr.  TuTiLE.  Yes,  sir. 

Mr.  Douglas.  We  want  to  know  something  in  detail  about  that 
transaction.     Tell  it  in  your  own  way. 

Mr.  Tuttle.  I  had  refreshed  my  memory  somewhat  upon  that, 
The  superintendent  of  insurance  of  New  York  State  notified  the 
Allegheny  Fire  Insurance  Co.  that  they  would  have  to  retire  from 
New  York  State ;  that  he  would  not  relicense  them. 

Mr.  Douglas.  That  is  the  Allegheny  Co.  ? 

Mr.  Tuttle.  Yes,  sir.  The  officers  of  the  Allegheny  Fire  tol^  me 
that  themselves.  Under  my  contract  I  was  responsible  for  all  of  the 
agents'  balances,  whether  they  were  paid  to  me  or  not. 

Mr.  Douglas.  Let  us  get  that  clear.  Under  your  contract  with 
the  Allegheny  Co.  you  were  responsible — that  is  to  say,  you  were 
financially  responsible — to  the  Allegheny  Co.  for  whatever  balances 
the  local  agents  might  owe,  whether  you  had  collected  them  or  not. 

Mr.  Tuttle.  That  is  right. 

Mr.  Dougl.\s.  Go  ahead. 

Mr.  Tuttle.  "When  a  company  retires  from  a  State  the  agents,  of 
course,  are  a  little  suspicious,  and  they  do  not  pay  their  balances  as 
promptly  as  they  otherwise  would.  So  in  settling  with  the  Alle- 
gheny Fire  I  paid  them  a  certain  sum  in  cash ;  I  do  not  remember  the 
amount,  but  I  believe  there  was  a  balance  of  $5,000  that  I  would  owe 
them,  or  did  owe  them,  although  I  had  not  collected  it  from  the 
agents,  and  some  of  it  I  have  not  collected  yet^ — over  a  thousand 
dollars. 

On  the  other  hand,  they  owed  me  $2,500  as  a  result  of  their  writ- 
ings of  insurance  in  Allegheny  County,  Pa.  But  I  gave  them  notes 
for  the  $5,000,  with  the  understanding  I  should  pay  down  to  the  bal- 
ance, $2,500,  and  then  it  would  be  offset. 

Mr.  Douglas.  That  was  the  understanding  between  you  ? 

Mr.  Tuttle.  That  was  the  understanding.  I  did  pay  down  to  the 
$2,500,  and  then  they  took  the  balance  of  the  notes  and  turned  them 
over  to  the  Bank  of  Secured  Savings,  of  which  the  same  man  was 
president  who  had  been  president  of  the  Allegheny  Fire  Insurance 
Co. 

Thus  they  got  the  notes  in  a  third  party's  hands,  and  they  have 
commenced  action  here  and  I  am  going  to  commence  action  there,  in 
Pittsburgh. 
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Mr.  Douglas.  In  other  words,  you  paid  it  down  to  the  sum  due  by 
them  to  you. 

Mr.  TuTTLE.  By  them  to  me ;  yes,  sir. 

Mr.  Douglas.  And  under  the  understanding  between  you,  you  ex- 
pected to  offset  one  against  the  other  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  But  before  that  could  be  done  they  transferred  the 
notes  to  a  bank  for  the  purpose  of  preventing  you  from  offsetting  it 
in  that  way? 

Mr.  TuTTLE.  That  is  right. 

Mr.  Douglas.  The  mistake  you  made  was  giving  your  note  for  that 
last  $2,500? 

Mr.  TuTTLE.  That  is  right. 

Mr.  Douglas.  That  is  right  ? 

Mr.  TuTTLB.  Yes,  sir. 

Mr.  Douglas.  Were  you  ever  charged  by  them  or  by  any  other  com- 
pany with  having  collected  money  yourself  and  failing  or  refusing 
to  turn  it  over  to  them? 

Mr.  TuTTLE.  No.  Why,  I  was  bonded  in  bonding  companies  by 
my  companies,  and  if  I  had  done  that  they  would  have  had  their 
recourse  there. 

Mr.  Douglas.  Did  you  have  any  trouble  with  your  bonding  com- 
panies about  it. 

Mr.  TuTTLE.  No,  sir. 

Mr.  Douglas.  Let  me  ask  you  again  this:  By  any  of  these  com- 
panies— the  Allegheny,  the  Delaware,  the  Northwestern  Fire  &  Ma- 
rine—were you  ever  charged  or  was  the  suggestion  ever  made  that 
you  had  collected  money  that  you  refused  and  neglected  to  turn  over 
to  them?  ^ 

Mr.  TuTTLE.  No,  sir. 

Mr.  Douglas.  Your  controversy  with  the  Allegheny,  then,  grew  out 
of  the  fact,  first,  that  you  had  to  assume  the  liability  of  subagents  or 
local  agents? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  And  you  were  called  upon  to  pay  money  that  you 
had  not  been  able  to  collect  from  them  ?  • 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  The  delay  in  collecting  the  money  grew  out  of  the 
fact  that  the  department  of  insurance  of  the  State  of  New  York  had 
refused  to  relicense  them,  and  they  had  to  go  out  of  business  in  that 
State? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  And  that  is  the  one  you  have  been  sued  on  now  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  Have  you  been  advised  as  to  whether  or  not  you 
have  a  good  claim  against  the  president  of  that  company  that  trans- 
ferred that  note  to  the  bank  ? 

Mr.  TuTTLE.  I  have  been  so  advised. 

Mr.  Douglas.  By  reputable  lawyers  in  Pittsburgh  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  Did  you  have  any  controversy  with  any  insurance 
companies  other  than  the  Allegheny  and  the  Dubuque,  about  which 
T  will  ask  you  later ;  have  you  had  any  controversy  with  any  other  ? 
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Mr.  TuTTL-E.  No,  sir. 

Mr.  Douglas.  Mr.  Redfield  asked  you  some  other  company;  I 
believe  it  was  the  Delaware.  I  use  the  term  '■'  Delaware  "  because  I 
do  not  remember  the  name  of  the  company. 

Mr.  TuTTLE.  The  Delaware  Insurance  Co.,  of  Philadelphia. 

Mr.  Douglas.  Is  that  the  one  where  you  settled  on  the  basis  of 
$2,500? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Douglas.  Mr.  Redfield  used  the  expression,  "  Did  you  not  settle 
for  less  money  than  that?  "  What  was  your  explanation  in  regard  to 
the  Northwestern  with  reference  to  the  amount  due  there? 

Mr.  TuTTLE.  I  explained  that  to  Mr.  Redfield,  I  thought.  The 
company  changed  management  at  its  home  office  and  the  old  presi- 
dent was  ousted  and 

Mr.  Douglas  (interposing).  Yes;  I  believe  you  explained  that. 
And  there  was  some  controversy  between  you,  and  you  found  a  letter 
showing  you  were  entitled  to  a  credit  on  certain  contingent  com- 
missions ? 

Mr.  TuTTLE.  That  is  it. 

Mr.  Douglas.  And  that  reduced  it  about  one-half  of  the  amount 
originally  claimed? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  Then  you  settled  with  them  for  the  other  half? 

Mr.  TuTTLE.  Yes. 

Mr.  Douglas.  Do  you  owe  them  any  money  now? 

Mr.  TuiTLE.  Not  a  dollar. 

Mr.  DoT'GLAS.  Did  they  ever  sue  you  on  anything? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Douglas.  Not  on  any  notes? 

Mr.  TuTTLE.  No;  no  company  ever  did. 

Mr.  Douglas.  There  are  no  differences  between  you  now? 

Mr.  TuTTLE.  No. 

Mr.  Douglas.  No  strained  relations  between  the  new  management 
and  yourself? 

Mr.  TuTTLE.  No. 
■   Mr.  Douglas.  Were  you  ever  sued  in  your  life  by  anybody  for  any- 
thing except  this  Allegheny  suit,  and  this  claim  for  rent? 

Mr.  TuiTLE.  No,  sir. 

Mr.  Douglas.  Never  in  your  life  ? 

Mr.  TuiTTLE.  No,  sir. 

Mr.  Douglas.  Have  you  ever  been  a  defendant  in  any  suit  at  all 
in  court  except  those  two  ? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Douglas.  Now,  about  this  rent.  As  a  matter  of  fact  I  will 
ask  you  to  state  to  the  committe  whether  or  not  you  have  not  in 
your  own  mind  and  in  the  judgment  of  your  counsel  a  good  defense 
to  that  claim  for  rent? 

Mr.  TuTTLE.  I  have. 

Mr.  Douglas.  Is  it  not  true,  Mr.  Tuttle,  that  they  permitted  you 
to  surrender  the  lease,  and  actually  put  another  tenant  in  possession 
of  the  premises  ? 

Mr.  Tuttle.  That  is  my  understanding. 

Mr.  Douglas.  And  that  tenant  was  in  possession  of  the  premises 
for  the  very  period  for  which  they  claim  you  should  pay  the  rent  ? 
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Mr.  TuTTLE.  For  a  part  of  that  period. 

Mr.  Douglas.  Some  reference  has  been  made  to  delay  in  a  suit  that 
you  brought  against  the  Dubuque  Fire  Insurance  Co.  I  will  ask 
you_  whether  or  not  you  know  anything  about  whether  your  claim 
against  that  company  is  meritorious? 

Mr.  Tdttle.  It  certainly  is. 

Mr.  Douglas.  Have  you  been  offered  any  settlement  by  them  to 
dismiss  this  suit  ? 

Mr.  TuTTLE.  My  attorney  was. 

Mr.  Douglas.  How  muclfi? 

Mr.  TuTTLE.  $8,000. 

Mr.  Douglas.  Do  you  expect  to  try  that  suit  and  press  it  to  a 
determination  ? 

Mr.  TuTTLE.  I  do. 

Mr.  Douglas.  Did  they  ever  make  any  charge  against  you  of 
wrong  doing,  the  Dubuque  Fire  Insurance  Co.  ? 

Mr.  TuTTLE.  No. 

Mr.  Douglas.  Is  there  anything  in  connection  with  your  work  for 
any  of  the  15  or  16  companies  that  you  have  named  that  you  would 
be  unwilling  to  disclose  to  this  committee  ? 

Mr.  TuTTLE.  Not  a  thing. 

Mr.  Douglas.  You  settled  in  an  amicable  way,  I  believe,  all  of  your 
differences  of  opinion  with  the  Delaware  company  ? 

Mr.  TuTTLE.  Yes,  sir. 

Mr.  Douglas.  That  is  the  one  where  you  claim  a  credit  ? 

Mr.  TuTTLE.  No,  sir. 

Mr.  Douglas.  Have  you  got  a  general  release  from  that  company  ? 

Mr.  TuTTLE.  I  have. 

Mr.  Douglas.  These  are  all  the  questions  I  have,  Mr.  Chairman 
and  gentlemen  of  the  committee. 

Mr.  Easbt-Smith.  Mr.  Tuttle,  in  your  examination  by  Mr.  Eed- 
field  I  understood  you  to  say  that  you  never  heard  of  Anderson's 
report  until  you  saw  it  published  in  some  insurance  journal. 

Mr.  Tuttle.  I  saw  it  first  in  an  insurance  journal.        — 

Mr.  Easby-Smith.  Do  you  refer  to  his  report  dated  August  16, 
and  signed  by  Anderson,  which  appears  at  page  1531  of  the  record 
[indicating  to  witness]  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Easbt-Smith.  Do  you  remember  what  insurance  journal  you 
first  saw  that  in  ? 

Mr.  Tuttle.  The  Insurance  Press  of  New  York. 

Mr.  Easby-Smith.  Do  you  remember  how  long  after  its  date,  ap- 
proximately, you  saw  it  in  this  New  York  insurance  journal  ? 

Mr.  Tuttle.  I  do  not. 

Mr.  Easby-Smith.  I  want  to  refresh  your  recollection  as  to 
whether  or  not  you  had  any  conversation  with  Mr.  Ingham  prior  to 
his  departure  to  attend  the  convention  at  Milwaukee  in  August,  1911j 
and  ask  whether  or  not  this  report  was  published  in  that  journal 
prior  to  August  16,  1911,  the  date  of  this  report? 

Mr.  Tuttle.  I  believe  it  was. 

Mr.  Easby-Smith.  Your  recollection  is  that  it  was  published  in 
the  New  York  Insurance  Press  prior  to  the  date  it  bears  ? 

Mr.  Tuttle.  I  think  it  was  a  couple  of  days  earlier  than  the  date 
of  the  report. 
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Mr.  Peouty.  Gentlemen,  it  seems  to  me  the  best  evidence  of  that 
would  be  the  publication,  if  it  is  material. 

Mr.  Easbt-Smith.  I  just  want  to  get  the  recollection  of  the  wit- 
ness about  the  conversation  with  the  superintendent  of  insurance. 

Mr.  Redfieid.  He  says  he  "  thinks,"  as  I  understand. 

Mr.  Easbt-Smith.  Yes. 

Mr.  TuTTLE.  I  think  I  could  get  the  publication,  if  it  is  material. 

Mr.  Easby-Smith.  About  how  long,  if  you  recall  it,  did  Mr.  An- 
derson make  his  examination  before  this  report  came  out? 

Mr.  TuTTLE.  Speaking  from  recollection,  I  should  say  a  month 
or  possibly  six  weeks. 

Mr.  Easby-Smith.  Will  j'ou  please  state  as  fully  as  you  can,  ac- 
cording to  your  best  recollection,  exactly  what  you  said  to  Mr.  Ing- 
liam,  superintendent  of  insurance,  if  you  did  say  anything  to  him,  be- 
fore he  went  to  this  convention  at  Milwaukee? 

Mr.  Tdttle.  I  have  testified  this  morning  that  my  recollection  on 
that  point  was  very  ^ague.    I  do  not  know. 

Mr.  Easby-Smith.  Is  it  possible  that  you  did  not  speak  to  him 
about  it  until  his  return  from  the  convention  ? 

Mr.  TuT^LE.  It  is  possible. 

Mr.  Easby-Smith.  That  is  all. 

Mr.  Peouty.  Did  you  send  Mr.  Ingham  a  telegram  while  he  was 
at  Milwaukee? 

Mr.  Tuttle.  a  telegram  was  sent  him.  Judge  Proutj',  I  recollect; 
tmd  I  would  not  wonder  but  what  that  report  came  out  after  he  had 
gone  to  the  convention.  A  telegram  was  sent  -him  either  by  Mr. 
Carusi  or  by  myself.    I  remember  that. 

Mr.  Easby-Sjiith.  I  have  both,  and  I  will  hand  them  to  you  now. 
I  am  very  glad  to  do  so. 

Mr.  Beegee.  Would  it  not  be  the  better  plan  to  put  them  in  the 
record. 

Mr.  Easby-Smith.  I  was  going  to  put  them  in  later,  but  as  long 
DS  reference  has  been  made  to  them  I  will  put  them  in  now. 

Mr.  Peouty.  I  do  not  think  they  are  material  just  now.  If  Mr. 
Carusi  were  on  the  stand,  they  would  be  material ;  but  as  they  do  not 
in  any  way  implicate  Mr.  Tuttle  I  do  not  see  why  they  should  go  in 
now.    They  are  signed  by  Mr.  Carusi. 

Mr.  Redfield.  You  will  introduce  them,  at  the  proper  time,  Mr. 
Easby-Smith? 

Mr.  Easby-Smith.  Yes;  if  it  is  necessary. 

Have  you  any  recoUectibn,  Mr.  Tuttle,  of  the  mattei-  having  been 
taken  up  with  counsel  for  the  company  or  through  any  other  officers 
concerning  the  publication  of  the  Wisconsin  report  and  reference  of 
the  matter  to  the  superintendent  of  insurance  of  the  District  of  Co- 
lumbia ? 

Mr.  Tuttle.  No. 

Mr.  Easby-Smith.  Do  you  recall  any  correspondence,  telegraphic 
or  otherwise? 

Mr.  Tuttle.  Between  the  company  and 

Mr.  Easby-Smith  (interposing).  Between  the  company  and  Mr. 
Ingham  while  he  was  in  Milwaukee  at  the  convention  of  superin- 
tendents. 

Mr.  Tuttle.  This  is  the  telegram  that  I  speak  of.  I  do  not  know 
whether  a  letter  followed  that  or  not. 
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Mr.  Easby-Smith.  Do  you  remember  the  telegram? 

Mr.  TuTTLE.  Yes.  I  would  like  to  ask  who  sent  that  telegram, 
whether  it  was  Mr.  Carusi  or  who  it  was  ? 

Mr.  Caeusi.  I  sent  it. 

Mr.  Easby-Smith.  I  show  you  a  telegram  dated  August  '24,  and 
ask  you  if  that  refreshes  your  recollection  about  the  matter  [handing- 
telegram  to  the  witness]  ? 

ifr.  TuTTLE.  Yes. 

Mr.  Eedfeeld.  Will  you  read  the  telegram? 

Mr.  TuTTUB  (reading)  : 

Washington,  D.  C,  Augunt  2J,,  1911. 
Mr.  Geobge  W.  Ingham, 

Insurance  Commissioner,  Pfistcr  Hotel,  Milwaulcee,  Wis.: 

Pending  further  investigation  and  appeal  from  Wisconsin  actuary's  report, 
Wisconsin  department  sending  report  broadcast.  Serious  injuiy  to  Commer- 
cial.    Can  you  stop  it? 

Charles  F.  Carusi. 

Mr.  Easby-Smith.  Do  vou  remember  that  telegram  having  been 
sent  ? 

Mr.  Ttjttle.  Yes. 

Mr.  Easby-Smith.  To  what  did  the  question  "  Can  you  stop  it  ? " 
refer? 

Mr.  Ttjttle.  To  Ekern  spreading  broadcast  the  report  that  he  had 
issued. 

Mr.  Easby-Smith.  Will  you  state  the  cause  for  the  sending  of  that 
telegram?  In  other  words,  had  there  been  any  publication  which 
you  thought  ought  to  be  stopped  ? 

Mr.  TuTTLE.  Yes.  That  publication  in  the  Insurance  Press,  I  be- 
lieve. 

Mr.  Easby-Smith.  Do  you  remember  the  reply,  if  any,  which  you 
received  or  which  the  company  or  Mr.  Carusi  received  from  Mr. 
Ingham  at  that  time  ? 

Mr.  Tuttle.  No  ;  I  do  not. 

Mr.  Easby-Smith.  Will  you  examine  this  telegram  [handing  an- 
other telegram  to  witness]  and  state  whether  or  not  you  have  any 
recollection  of  it,  and  whether  or  not  that  refreshes  your  recollec- 
tion as  to  any  answer  you  may  have  received  to  the  first  telegram  ? 

Mr.  Ttjttu!.  This  telegram  from  Mr.  Carusi  to  Mr.  Ingham  ac- 
knowledges a  telegram  from  Mr.  Ingham,  but  I  have  no  recollection 
of  it. 

Mr.  Cakusi.  I  have  that  among  my  papers,  I  am  quite  sure. 

Mr.  Redfield.  Will  you  read  that  last  telegram  ? 

Mr.  Easby-Smith.  Yes,  sir.  I  would  state  that  some  time  ago  I 
asked  the  company  to  find  that  telegram,  if  possible,  which  Mr. 
Ingham  sent,  and  I  understand  search  has  been  made  for  it. 

Mr.  Caetjsi.  I  would  like  to  state  that  the  telegram  in  question  was 
to  the  effect  that  Mr.  Ekern  said  he  had  not  given  it  to  any  but  that 
one  paper. 

Mr.  Easby-Smith.  This  second  telegram  is  a  night  letter,  ad- 
dressed to  Hon.  George  W.  Ingham,  care  of  Pfister  Hotel,  Mil- 
waukee, Wis. : 

Am  writing  Ekern  to-day  for  Immediate  reversal  of  deputy's  decision  or 
matter  will  be  taken  into  court.  Have  positive  proof  tliat  report  was  given  to 
several  insurance  papers  witli  request  to  publish.  Action  for  libel  against 
party  reports  under  consideration.    Thanks  for  your  telegram. 

Charles  F.  Carusi. 
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Will  you  state,  Mr.  Tuttle,  whether  or  not,  from  your  knowledge 
of  the  insurance  business  and  of  the  condition  of  the  several  State 
departments  of  which  you  had  knowledge  during  your  insurance  ca- 
reer, a  request  of  this  sort  from  a  company  to  its  superintendent 
under  whose  jurisdiction  it  directly  came,  was  right  and  proper? 

Mr.  TuTTtiE.  It  was. 

Mr.  Easby-Smith.  From  your  experience,  will  you  state  whether 
or  not  you  considered  it  one  of  the  duties  of  a  superintendent  of  in- 
surance to  protect  the  companies  within  his  jurisdiction  against 
improper  discrimination  or  action  by  superintendents  of  depart- 
ments of  other  States  in  which  the  company  was  doing  or  attempting 
to  do  business? 

Mr.  Tittle.  I  know  of  two  instances.  One  was  in  the  State  of 
Iowa,  when  Mr.  Carroll,  now  governor,  was  the  auditor  of  the 
State 

Mr.  Proi'ty  (interposing).  He  is  not  governor  now. 

Mr.  Tittle.  Well,  I  will  defer  to  Judge  Prouty's  greater  knowl- 
edge about  that.     He  was  governor  the  last  I  knew. 

He  was  auditor  of  the  State  and  as  auditor  of  the  State  was  acting 
insurance  commissioner  of  the  State.  At  the  time  that  the  Dubuque 
wanted  to  enter  New  York  State  they  had  for  that  purpose,  after  a 
visit  at  their  invitation  to  Dubuque,  increased  their  capital  from 
$100,000  to  $200,000,  but  a  few  shares  of  the  stock  had  not  been  trans- 
ferred— had  not  come  in — so  that  their  full  paid  capital  was  not  quite 
$200,000.  Mr.  Appleton,  before  whom  the  papers  came,  in  the  New 
York  department,  refused  to  license  them. 

I  wired  the  Dubuque,  who  apparently  got  in  touch  with  Insurance 
Commissioner  Carroll,  and  was  informed  that  Mr.  Carroll  tele- 
graphed to  the  New  York  insurance  superintendent  that  unless  they 
licensed  the  Dubuque  at  once  he  would  bar  from  the  State  of  Iowa  the 
New  York  fire  insurance  companies. 

The  other  case  I  have  in  mind  is  somewhat  similar.  The  North- 
'  western  Fire  &  Marine,  of  Minneapolis,  was  refused  a  license  on  the 
ground  that  their  mortgages,  or  the  greater  part  of  them,  were  in  the 
State  of  North  Dakota,  whereas  they  should  have  been  on  property 
in  Minnesota  to  comply  with  the  New  York  view  of  it.  The  insur- 
ance commissioner,  whose  name  I  think  was  O'Brien,  wired  the  super- 
intendent of  New  York  State  that  unless  he  admitted  the  North- 
western Fire  &  Marine  he  would  exclude  from  Minnesota  all  the  fire, 
life,  and  accident  insurance  companies  of  New  York  State. 

In  both  cases  those  companies  were  admitted  immediately. 

Mr.  Berger.  "What  did  you  say  about  the  law  with  reference  to 
their  having  mortgages  on  property  in  North  Dakota  instead  of  in 
Minnesota  ? 

Mr.  Tdttle.  The  New  York  law — or  if  it  is  not  the  law,  a  ruling 
of  the  department;  I  do  not  remember  just  which  it  is — was  to  the 
effect  that  companies  must  have  the  bulk  of  their  mortgages — a  cer- 
tain percentage  of  their  mortgages — on  improved  property  in  their 
own  State.  That  the  Northwestern  Fire  &  Marine  did  not  have ;  it 
was  in  another  State. 

Mr.  Beegee.  And  you  said  the  name  of  the  insurance  commissioner 
was  O'Brien  ? 

Mr.  Tuttle.  Yes,  sir;  and  the  other  one  was  Carroll. 
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Mr.  Easby-Smith.  Mr.  Tuttle,  did  you  ever  make  any  request  of 
Mr.  Ingham,  either  directly  or  indirectly,  or  to  your  knowledge  did 
anybody  interested  in  any  one  of  the  three  companies  under  investi- 
gation request  Mr.  Ingham,  directly  or  indirectly,  to  do  anything  in 
behalf  of  these  companies  beyond  the  scope  of  his  official  duties? 

Mr.  Tttttle.  No,  sir. 

Mr.  Easby-Smith.  Did  you  ever  or  any  of  the  persons  indicated 
ever  request  Mr.  Ingham,  directly  or  indirectly,  to  use  his  personal 
or  official  influence  in  aiding  or  assisting  these  companies  in  any 
respect  ? 

Mr.  TuTFLE.  No,  sir. 

Mr.  Easby-Smith.  Do  you  knov?  whether  or  not  Mr.  Ingham,  su- 
perintendent of  insurance,  had  knowledge  of  the  fact  that  Mr.  Ander  • 
son  was  making  an  examination  of  your  company  when  Anderson 
was  doing  it? 

Mr.  Tuttle.  I  do  not  know ;  I  do  not  remember. 

Mr.  Easby-Smith.  Are  you  familiar  with  the  Wisconsin  insurance 
laws  to  any  extent  ? 

Mr.  Tuttle.  No,  sir. 

Mr.  Easby-Smith.  Are  you  familiar  enough  to  state  whether  or 
not  the  Wisconsin  insurance  law  requires  that  before  the  insurance 
department  of  the  State  of  Wisconsin  admits  a  company  originally 
to  do  business  in  the  State  that  department  shall  make  a  personal 
examination  of  the  company  applying  for  a  license  ? 

Mr.  Tuttle.  I  know  that  to  be  so,  because  this  morning  I  received 
a  letter  from  Deputy  Insurance  Commissioner  Beedle,  stating  that 
he  was  sending  department  blanks  for  the  First  National,  upon  which 
it  should  make  its  statement  for  admission,  and  calling  attention  to 
the  law  and  stating  that  the  personal  examination  would  be  made  in 
due  course. 

Mr.  Easby-Smith.  Can  you  state  whether  or  not  that  is  usual  in 
the  States,  or  is  an  unusual  law.  this  law  requiring  personal  examina- 
tion ? 

Mr.  Tuttle.  It  is  unusual. 

Mr.  Easby-Smith.  Do  you  know  of  any  other  State  that  has  a  law 
which  requires  its  department  to  go  into  another  State  or  jurisdiction 
and  there  make  a  personal  examination  ? 

Mr.  Tuttle.  No. 

Mr.  Easby-Smith.  That  is  all  I  have  to  ask  the  witness. 

Mr.  Eedfield.  There  is  nothing  more,  Mr.  Tuttle.  You  are  ex- 
cused. 

TESTIMONY  OF  HOPEWELL  H.  DARNEILLE. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Easby-Smith.  Mr.  Dameille,  state  your  full  name  to  the 
stenographer. 

Mr.  Daeneille.  Hopewell  H.  Dameille. 

Mr.  Easby-Smith.  What  is  your  business  ? 

Mr.  Daeneille.  I  am  a  real  estate  valuer  and  special  attorney 
before  the  departments. 

Mr.  Easby-Smith.  Where  is  your  office? 

Mr.  Daeneille.  1410  H  Street ;  the  Maryland  BuUding. 
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Mr.  Ea,sby-Smith.  Where  do  you  reside  ? 

Mr.  Daeneille.  Southeast  corner  of  Thirtieth  and  Ordway  Streets 
NW.,  one  square  above  Cleveland  Park. 

Mr.  Easby-Smith.  How  long  have  you  resided  in  the  District  of 
Columbia  ? 

Mr.  Daeneille.  About  40  years 

Mr.  Easbv-Smith.  Will  you  state  for  how  long  a  period  and  in 
what  capacities  you  were  employed  in  the  District  government? 

Sir.  Darneille.  I  was  appointed  in  September,  1886,  executive 
messenger  to  the  Commissioners  of  the.  District  of  Columbia,  in 
which  position  I  served  until  '89,  when  I  was  appointed  temporary 
clerk  in  the  auditor's  office  of  the  District  of  Columbia  at  $1,000  per 
annum.  I  held  that  position  some  time,  although  I  was  detailed  to 
take  the  place  of  disbursing  clerk,  the  then  disbursing  clerk  being  an 
old  soldier  and  being  disabled — he  getting  $1,400  and  I  getting 
$1,000 — I  insisted  upon  his  retaining  his  pay  at  $1,400  and  I  re- 
tain at  $1,000,  which  I  did  until  his  death  came,  when  I  was  ap- 
pointed by  unanimous  vote  of  the  commissioners  to  the  position. 

Ml".  Easby-Smith.  As  auditor? 

Mr.  D.\RNEiLLE.  No,  sir;  as  disbursing  clerk. 

Mr.  Easby-Smith.  About  what  date  did  you  become  disbursing 
clerk? 

Mr.  Daeneille.  I  was  pay  clerk  for  some  years;  then  they  created 
the  ofliec  of  disbursing  clerk,  which  I  was  appointed  to  until  they 
made  the  office  the  disbursing  officer  of  the  District,  which  position  I 
was  appointed  to. 

Mr.  Easby-Smitii.  How  long  did  you  hold  that  position — up  to 
what  date  ^ 

Mr.  Darneille.  I  held  it  up  to  December  1,  1899,  when  I  was  ap- 
pointed assessor  of  the  District  of  Columbia. 

Mr.  Easby-Sjiith.  How  long  did  you  occupy  the  position  of  as- 
sessor of  the  District  of  Coluinbia? 

Mr.  Daeneille.  From  December  1,  1899,  until  December  31,  1906. 

Mr.  Easby-Smith.  So  that,  if  my  figures  are  correct,  you  were  in 
the  employ  of  the  District  government  for  20  years  I 

Mr.  Darneille.  A  little  over  20  years. 

Air.  Easby-Smith.  And  you  were  assessor  of  taxes  for  the  Dis- 
trict of  Columbia  for  seven  years? 

Mr.  Daeneille.  Seven  years  and  one  month. 

Mr.  Easby-Sjiith.  When  you  first  became  assessor  what  was  the 
method  of  assessing,  so  far  as  your  official  authority  was  concerned? 

Mr.  Darneille.  Why,  there  was  a  board  of  three  assistant  asses- 
sors, appointed  by  the  commissioners,  for  a  term  of  four  years, 
charged  with  the  responsibility  of  making  the  primary  assessment 
of  property  triennially,  which  came  before  the  board  of  appeals, 
of  which  I  was  chairman.  That  board  consisted  of  the  assessors, 
a  chairman,  and  three  members  of  the  board  of  assessors  who  made 
the  primary  assessments. 

Mr.  Easby-Smith.  During  the  time  that  that  was  in  effect,  did  you 
yourself  go  around  and  view  and  appraise  property  for  assessment? 

Mr.  Darneille.  When  I  began,  in  1902,  I  told  them  I  was  tired  of 
being  a  figurehead,  only  sitting  as  one  member  on  the  board  of 
appeals,  and  I  insited  in  going  out  ^vith  them,  and  I  went  out  and 
viewed  the  property  that  was  assessed. 
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Mr.  Easby-Smith.  From  1902  up  to  the  time  you  retired,  in  1906, 
six  years  ago?" 

Mr.  Daeneille.  The  act  of  July  2, 1902,  changed  the  law  and  made 
the  assessor  of  the  District  of  Columbia  chairman  of  the  board  of 
primary  assessment  as  well  as  chairman  of  the  board  of  appeals. 

Mr.  Easbt-Smith.  Mr.  Dameille,  will  you  state  in  what  manner 
you  severed  your  official  relations  with  the  District  of  Columbia, 
whether  by  dismissal,  resignation,  or  what? 

Mr.  Daeneilue.  I  resigned  with  as  pretty  honors  as  any  man  ever 
retired  from  a  public  office  in  this  city  or  in  any  other. 

Mr.  Easby-Smith.  Why  did  you  resign? 

Mr.  Daenedu^.  I  had  private  interests  that  I  thought  demanded 
my  entire  attention. 

Mr.  Easbt-Smith.  As  I  understand,  since  your  retirement  you  have 
held  no  official  position,  but  have  devoted  yourself  to  your  business? 

Mr.  DAENEiLtE.  Yes,  sir. 

Mr.  Easby-Smith.  And  your  present  occupation  is  real  estate 
valuer  or  appraiser? 

Mr.  Daeneille.  Real  estate  values. 

Mr.  Easbt-Smith.  And  special  attorney  before  the  departments  ? 

Mr.  Daeneille.  Yes,  sir. 

Mr.  Easbt-Smith.  Mr.  Dameille,  when  did  you  first  become  ac- 
quainted with  Mr.  Ingham,  the  superintendent  of  insurance? 

Mr.  Daeneille.  I  was  introduced  to  Mr.  Ingham  once  in  1902, 
but  I  have  only  known  him  intimately  for  about  three  years. 

Mr.  Easbt-Smith.  During  your  intimate  acquaintance  with  him, 
as  distinguished  from  a  mere  form  of  acquaintance,  what  position 
has  he  occupied? 

Mr.  Daeneille.  Statistician,  I  think,  of  the  department  of  in- 
surance, and  superintendent  of  insyrance  of  the  District  of  Columbia. 

Mr.  Easbt-Smith.  Were  you  at  all  interested  in  the  appointment 
of  Mr.  Ingham  to  his  position  as  superintendent  of  insurance  ? 

Mr.  Daeneille.  I  did  what  little  I  could  to  aid  in  Mr.  Ingham's 
appointment. 

Mr.  Easbt-Smith.  Had  you  at  that  time  become  his  personal 
friend  ? 

Mr.  Daeneille.  Yes ;  I  was  personally  interested  in  him. 

Mr.  Easbt-Smith.  Will  you  state  whether  or  not  you  had  any  con- 
versations with  the  Commissioners  of  the  District  concerning  Mr. 
Ingham's  appointment  after  the  death  of  Mr.  Drake  and  prior  to 
Mr.  Ingham's  appointment? 

Mr.  Daeneille.  Yes,  sir.  I  saw  Mr.  Rudolph  and  had  a  talk  with 
him,  and  he  told  me  he  was  going  to  wait  until  he  heard  from  the  citi- 
zens of  the  District  of  Columbia  before  he  made  any  recommendation. 

Mr.  Easbt-Smith.  Did  you  have  any  conversation  with  Col.  Jud- 
son  concerning  Mr.  Ingham  as  a  candidate  for  the  position  ? 

Mr.  Daeneille.  I  Avas  at  my  desk  one  day  and  the  telephone  rang 
and  a  request  came  over  if  I  would  come  down,  as  Col.  Judsdn  wished 
to  see  me  at  his  office.  I  said,  "At  what  time?"  He  said,  "Come 
at  once,  if  you  can."    I  said,  "AH  right;  I  will  be  right  down." 

Mr.  Easbt-Smith.  Will  you  state  the  conversation  which  you  had 
with  Col.  Judson  concerning  Mr.  Ingham's  appointment? 

Mr.  Daeneille.  I  talked  to  Col.  Judson. 
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Mr.  Easby-Smith.  Can  you  fix  that,  as  nearly  as  you  can,  remind- 
ing you  that  Mr.  Drake  died  in  July  and  jNIr.  Ingham  was  appointed 
in  November ;  about  what  was  the  date  of  the  conversation  which  you 
are  about  to  relate? 

Mr.  Daeneille.  I  think  it  was  about  the  25th  or  26th  of  Septem- 
ber. 

Mr.  Easby-Smith.  Eelate  the  conversation,  if  you  please. 

Mr.  Darneille.  I  went  in,  and  saw  Col.  Judson.  He  said,  "  Dar- 
neille,  I  have  just  written  a  letter  to  Senator  Gallinger,  in  which  I 
told  him  I  hoped  Ingham  would  be  appointed."  He  says,  "I  just 
want  to  tell  you  this,  give  you  one  tip,  you  had  better  use  all  the 
pressure  you  can  on  Mr.  Rudolph,  because  I  am  very  much  afraid  he 
is  not  going  to  bring  Mr.  Ingham's  name  in."  He  says,  "  I  think 
Mr.  Ingham  is  the  logical  man  for  the  appointment  as  superintend- 
ent of  insurance,  and  I  am  very  much  in  favor  of  his  appointment." 
I  went  back,  and  the  next  day  or  the  day  after  that^-I  do  not  know 
but  what  it  was  Sunday — -went  over  to  my  oflSce  and  wrote  a  letter 
to  Senator  Gallinger  and  told  him-  what  Maj.  Judson — he  was  major 
then — had  said  to  me. 

Mr.  Easby-Smith.  Have  you  seen  the  record,  and  will  you  state 
whether  the  letter  which  Senator  Gallinger  introduced  is  the  letter 
which  you  refer  to? 

Mr.  Darneille.  T  have  not  seen  it  in  the  record,  but  I  wrote  him 
a  letter. 

Mr.  Easby-Smith.  Well,  I  will  not  lose  time  on  that. 

Do  you  remember  whether  or  nx>t  you  had  any  conversation,  short 
or  long,  with  Col.  Judson  during  the  time  that  the  office  of  superin- 
tendent of  insurance  was  vacant? 

Mr.  Daeneille.  Oh,  practically  every  few  days  I  would  drop  in 
and  see  Col.  Judson.  He  appeared  to  fee  as  good  a  friend  as  I  had, 
or  professed  to  be. 

Mr.  Easby-Smith.  Concerning  Mr.  Ingham,  will  you  state  whether 
or  not  Col.  Judson's  mind  seemed  to  undergo  any  change  toward  Mr. 
Inghairi's  candidacy? 

Mr.  Daeneille.  Xone  whatever. 

Mr.  Easbt-Smith.  Do  you  recall  any  conversations  which  you  had 
with  Col.  Judson  subsequent  to  Mr.  Ingham's  appointment  as  super- 
intendent of  insurance,  in  which  he  expressed  himself  as  either  fa- 
vorable or  unfavorable  toward  Mr.  Ingham's  work  in  the  office  of 
superintendent  of  insurance? 

Mr.  Daeneille.  I  talked  to  Col.  Judson  about  a  year  ago,  when  Mr. 
Ingham  had  some  bills  that  he  was  recommending  to  the  commjs- 
si6ners  to  send  to  Congress,  and  were  pending  before  the  District 
Committees  in  Congress,  and  I  asked  him  how  my  friend  Ingham  was 
getting  along.  He  said  "  Splendidly !  It  was  a  good  appointment ; 
I  am  proud  of  him.  He  is  doing  fine  work.  He  is  getting  that  office 
in  some  kind  of  shape." 

Mr.  Easby-Sjiith.  Mr.  Darneille,  it  has  appeared  from  the  testi- 
mony that  you  have  been  employed  several  times  by  the  superintend- 
ent of  insurance  to  appraise  property  belonging  to  the  fire  insurance 
rcompanies  of  or  other  insurance  companies  in  the  District  of  Co- 
lumbia. Will  you  state,  as  nearly  as  you  can  recall,  about  when  you 
were  first  called  upon  to  appraise  property  for  the  department? 

Mr.  Darneille.  I  should  judge  it  was  a  little  over  two  years  ago. 
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Mr.  Easbt-Smith.  And  about  how  many  appraisements  have  jon 
made  ? 

Mr.  Daeneille.  I  could  not  tell  you  that.  I  have  made  private 
appraisements  and  appraisements  for  the  department  of  the  State  of 
New  York,  State  of  Virginia,  and  State  of  Ohio,  and 

Mr.  Easbt-Smith  (interposing).  Can  you  approximate  the  num- 
ber of  appraisements  you  have  made  for  the  superintendent  of  in-' 
surance  of  the  ^^istrict  of  Columbia  ? 

Mr.  Daeneille.  Oh,  I  should  judge  about  nine,  or  somewhere  there- 
abouts. 

Mr.  Easby-Smith.  Will  you  state,  approximately,  how  many  of 
those  appraisements  you  made  as  a  single  appraiser  and  how  many 
you  made  in  conjunction  with  other  appraisers  ? 

Mr.  Daeneille.  I  think  about  seven  as  a  single  appraiser  and  two 
as  a  board  of  three. 

Mr.  Easbt-Smith.  Will  you  state  who  composed  the  first  board 
of  three  and  what  property  it  was  that  you  appraised  or  for  what 
company  ? 

Mr.  Daeneille.  Why,  there  were  about  10  pieces  of  property  for 
the  Arlington  Fire  Insurance  Co. ;  Mr.  Hensey  was  the  chairman  of 
the  board  and  I  was  next  man  and  Mr.  Ernest  H.  Daniel,  of  the  firm 
of  Willige,  Gibbs  &  Daniel,  was  the  secretary  or  third  man. 

Mr.  Easbt-Smith.  What  was  that  second  appraisement,  where  you 
acted  in  conjunction  with  others  constituting  a  board  of  three  ? 

Mr.  Daeneille.  It  was  the  Southern  Building  that  we  appraised 
last  October. 

Mr.  Easbt-Smith.  Where  you  have  appraised  property  in  the  Dis- 
trict of  Columbia  for  foreign  superintendents — ^using  the  word  "  for- 
eign "  as  relating  to  jurisdictions  outside  of  the  District  of  Colum- 
bia— did  you  act  singly  or  as  one  of  a  board  ? 

Mr.  Daeneille.  Singly,  by  instructions  of  the  departments. 

Mr.  Easbt-Smith.  About  how  many  properties  have  you  exam- 
ined for  the  State  of  New  York  ? 

Mr.  Daeneille.  I  should  judge  about  12  or  15. 

Mr.  Easbt-Smith.  Were  you  appointed  in  those  cases  by  Mr.  -Eni- 
mett,  the  superintendent  of  insurance  of  New  York? 

Mr.  Daeneille.  No;  Mr.  Hotchkiss  was  the  superintendent  of 
insurance  when  I  did  that  work.  I  haven't  appraised  an}i;hing  for 
Mr.  Emmett. 

Mr.  Easbt-Smith.  You  were  appointed  by  Mr.  Hotchkiss  ? 

Mr.  Daeneille.  I  think  that  is  his  name — Hotchkiss. 

Mr.  Easby-Smith.  In  the  other  States  did  your  appointments  come 
from  the  superintendents  of  insurance  ? 

Mr.  Daeneh^le.  It  came,  indirectly,  through  the  superintendent 
of  insurance  here. 

Mr.  Easbt-Smith.  Here? 

Mr.  Daeneille.  Yes,  sir. 

Mr.  Easbt-Smith.  In  some  cases? 

Mr.  Daeneille.  Yes. 

Mr.  Easbt-Smith.  In  other  cases  do  I  understand  it  came  directly 
to  you  from  them? 

Mr.  Daeneille.  I  think  so. 

Mr.  Easbt-Smith.  When  you  appraised  for  the  local  department 
how  were  you  paid,  Mr.  Dameille? 
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Mr.  Darneille.  $10  a  day  for  my  services. 

Mr.  Easbt-Smith.  By  whom? 

Mr.  Darneille.  By  tide  companies  that  we  appraised  the  property 
for. 

Mr.  Easbt-Smith.  Did  you  receive  your  payment  directly  from  the 
insurance  companies  whose  property  was  being  appraised  ojr  through 
the  superintendent  of  insurance? 

Mr.  Darneille.  I  think  directly  from  each  company. 

Mr.  Easby-S^iith.  Was  that  the  invariable  fee — liO  per  day  ? 

Mr.  Darneille.  $10  for  local  companies;  $15  per  day  for  outside 
companies,  by  their  own  arrangement. 

Mr.  Easby-Smith.  For  example,  in  appraising  for  the  State  of 
New  York,  for  the  superintendent  or  what  not,  what  pay  did  you 
receive— $15  a  day? 

Mr.  Darneille.  $15  a  day. 

Mr.  Easby-Smith.  How  were  you  paid  when  you  examined  for 
out-of-town  superintendents  ? 

Mr.  Darneille.  By  draft  on  the  State  treasurer. 

Mr.  Easby-Sjiith.  Do  you  know  or  are  your  personally  acquainted 
with  the  laws  to  know  whether  or  not  some  or  all  of  the  other  States 
have  a  State  fund  out  of  which  appraisers  are  paid  ? 

Mr.  Darneille.  I  am  so  informed  that  they,  especially  New  York, 
pay  out  of  the  treasury  of  the  State. 

Mr.  Easby-Sjiith.  And  in  the  District  of  Columbia,  are  you  in- 
formed, from  your  knowledge  of  the  District  affairs^  whether  or  not 
there  is  any  appropriation  out  of  which  you  can  be  paid? 

Mr.  Darneille.  Xo,  sir;  the  companies  pay  the  expense. 

Mr.  Easby-Smith.  Appraisers'  fees  are  paid  by  the  companies 
whose  property  is  being  appraised? 

Mr.  Darneille.  Yes,  sir. 

Mr.  Easby-Simith.  Reference  has  been  made  to  the  appraisement 
of  the  Southern  Building  property  for  the  Equitable  Life  Assurance 
Society,  of  New  York.    Who  made  that  appraisement  ? 

Mr.  Darneille.  I  did. 

Mr.  Easby-Smith.  When  did  you  make  it? 

Mr.  Darneille.  I  started  on  it  on  the  20th  of  December,  1911,  and 
got  through — of  course,  they  had  several  other  properties  in  the  same 
appraisement — I  got  through  the  first  part  of  January. 

Mr.  Easby-Smith.  Was  that  i911  or  1912? 

Mr.  Darneille.  1911,  and  finished  it  the  first  part  of  January,  1912. 

Mr.  Easby-Smith.  Did  you  appraise  that  property  twice  for  the 
New  York  department? 

Mr.  Darneille.  Only  once. 

Mr.  Easby-Smith.  Your  appraisement  of  the  Southern  Building 
was  for  the  New  York  department? 

Mr.  Darneille.  For  the  New  York  State  insurance  department. 

Mr.  Easby-Smith.  You  undestood,  however,  it  was  in  connection 
with  the  Equitable  Life  Assurance  Society  ? 

Mr.  Darneille.  They  so  stated  in  the  papers  they  furnished  me. 

Mr.  Easbt-Smith.  Will  you  tell  me  again  the  date  of  that?     . 

Mr.  Darneille.  About  the  20th  of  December  I  got  the  papers,  and 
finished  the  work  in  January. 

Mr.  Easby-Smith.  Januarv,  1912? 

Mr.  Darneille.  Of  1912. 
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Mr.  Easby-Smith.  You  began  in  December,  1911,  and  finished  in 
January,  1912  ? 

Mr.  Daeneille.  December,  1911,  and  finished  in  January  of  1912, 
the  first  part. 

Mr.  Easby-Smith.  Do  you  remember  the  figure  at  which  you  ap- 
praised the  Southern  Building  and  the  ground  upon  which  it  is 
located  for  the  New  York  department  in  December,  1911? 

Mr.  Daeneille.  The  New  York  department  informed  me  that  the 
Equitable  Assurance  Society  had  a  loan  of  $800,000  on  that  property, 
and  they  wished  to  know  if  that  was  over  two-thirds  of  the  value  of 
the  building  and  grounds.  I  made  the  appraisement  after  a  good 
deal  of  investigation,  and  I  took  the  lowest  figures  that  I  got  from 
anybody,  and  put  them  in,  making  $1,577,420,  is  my  recollection. 

Mr.  Easby-Smith.  Do  you  remember  at  what  figure  you  appraised 
the  ground  ? 
,  Mr.  Daeneiu^e.  $35  a  foot. 

Mr.  Easby-Smith.  Do  you  remember  what  that  came  to  ? 

Mr.  Daekeilui:.  $777,540,  J  think. 

Mr.  Kedfield.  $777,420? 

Mr.  Daeneille.  $777,420 ;  that  is  correct. 

Mr.  Easby-Smith.  Do  you  remember  the  figure  at  which  you  put 
the  building  ? 

Mr.  Daeneille.  $800,000. 

Mr.  Easby-Smith.  You  say  you  assessed -the  ground  at  the  lowest 
figure  obtainable  ? 

Mr.  Daeneille.  The  lowest  figure  that  I  got  I  took.  . 

Mr.  Easby-Smith.  From  whom  did  you  get  that  figure? 

Mr.  Daeneille.  From  the  chairman  of  the  board  of  assistant 
assessors  of  the  District  of  Columbia. 

Mr.  Easby-Smith.  Kalbfus? 

Mr.  Daeneille.  Kalbfus. 

Mr.  Easby-Smith.  About  when  did  you  ask  him  for  that  appraise- 
ment of  ground  ? 

Mr.  Daeneille.  In  December,  1911. 

Mr.  Easby-Smith.  Will  you  examine  that  paper  [handing  paper 
to  witness]  and  state  whether  or  not  those  figures  on  it  are  not  in  the 
handwriting  of  Mr.  Kalbfus? 

Mr.  Daeneille.  Yes,  sir;  those  are  in  th«  handwriting  of  Mr. 
Kalbfus. 

Mr.  Easby-Smith.  I  observe  an  addition  aggregating  22,212  square 
feet,  multiplied  by  $35,  the  final  jesult  being  $1,577,420. 

Mr.  Daeneille.  That  is  building  and  ground. 

Mr.  Easby-Smith.  The  multiplication  of  the  area  of  the  ground  at 
$35  a  foot  amounted  to  $777,420,  and  the  building  $800,000? 

Mr.  Daeneille.  Yes,  sir. 

Mr.  Easby-Smith.  Can  you  state  whether  or  not  all  those  figures 
are  in  the  handwriting  of  Mr.  Kalbfus  ? 

Mr.  Daeneille.  Every  one  of  them. 

Mr.  Easby-Smith.  Made  in  December,  1911  ? 

Mr.  Daeneille.  December,  1911. 

Mr.  Easby-Smith.  From  whom  did  you  get  the  figure  of  $800,000 
as  to  the  value  of  the  building? 

Mr.  Daeneille.  Well,  Mr.  Kalbfus  told  me  that  he  had  investi- 
gated it  and  found  it  cost  over  $825,000 ;  they  carried  it  at  two-thirds 
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of  $825,000,  $550,000,  but  said  it  cost  over  that,  but  we  are  carrying 
it  at  that.     I  got  him 

Mr.  Easbt-Smith  (interposing).  Did  Mr.  Kalbfus  say  anything 
as  to  whether  or  not  that  $800,000  was  conservative  or  not? 

Mr.  DARNEILT.E.  Hc  Said  it  was  a  very  conservative  estimate. 

Mr.  Easbt-Smith.  Did  you,  in  the  course  of  your  investigation, 
receive  other  estimates  on  the  ground  and  the  building  ? 

Mr.  Daeneille.  I  did. 

Mr.  Easby-Smith.  Do  I  understand  that  you  put  this  figure  in  at 
the  lowest  estimate  that  you  received  ? 

Mr.  Darneili^e.  The  lowest  estimate  that  I  received. 

Mr.  Easby-Smith.  Does  the  committee  care  to  examine  this  memo- 
randum ? 

Mr.  Berger.  I  do  not  think  so.     It  has  been  put  in  the  record. 

Mr.  Redeield.  No.     You  have  given  all  the  substance  of  that  ? 

Mr.  Easby-Smith.  Yes,  sir. 

iNIr.  Darneille.  did  you  have  any  conversation  with  Mr.  Kalbfus 
recently,  when  you  heard  that  the  coipmissioners  had  ordered  the 
board  of  appraisers  to  appraise  this  property  ? 

Mr.  Darneille.  I  did.     I  had  a  talk  with  him. 

]Mr.  Easby-Smith.  Relate  what  it  was. 

Mr.  Daeneille.  Well,  it  was  about  the 

^fr.  Prouty.  Is  that  not  kind  of  hearsay,  Mr.  Easby-Smith? 

ilr.  Easby-Smith.  Except,  if  the  committee  please,  as  to  its  bear- 
ing upon  the  instructions  given  by  the  commissioners  to  reappraise 
this  property  and  the  motions  which  were  pending  before  the  board 
to  compel  the  insurance  department  to  appraise  the  property  at  the 
assessed  A'alue 

Mr.  Prouty  (interposing).  Who  is  Mr.  Kalbfus? 

Mr.  Easby-Smith.  Mr.  Kalbfus  is  president  of  the  board  of  ap- 
praisers. 

Mr.  Darneille.  Chairman  of  the  board  of  assistant  appraisers  of 
the  District  of  Columbia. 

Mr.  Easby-Smith.  Chairman  of  the  board  of  assistant  appraisers. 

j\Ir.  Prouty.  I  do  not  believe  that  is  competent. 

Mr.  Easby-Smith.  I  do  not  think  it  is  valuable  enough  to  waste 
any  time  over  it.  Judge  Prouty,  so  I  will  pass  it. 

Mr.  Carusi.  It  is  in  evidence.  Judge,  that  since  this  appraisal  was 
made  by  the  appraisers  for  the  insurance  department  a  reassessment 
was  ordered  by  the  commissioners,  and  it  was  made,  and  that  that 
assessment  placed  the  full  value  of  .the  property,  ground  and  build- 
ings, at  about  $1,600,000;  and  it  is  in  evidence  as  tending  to  show  that, 
as  bearing  upon  the  real  value  of  the  property.  It  seems  to  me  that 
anything  that  would  throw  light  upon  the  action  of  the  assessors 
would  be  proper. 

Mr.  Prouty.  I  do  not  understand  that  has  been  introduced  in 
evidence.     It  has  been  cut  out  so  far. 

Mr.  Easby-Smith.  If  the  committee  please,  that  has  been  fully 
introduced  in  evidence,  and  in  addition  to  what  Mr.  Carusi  stated  I 
will  state  this,  as  the  record  shows,  that  after  Col.  Judson  received 
the  report  of  the  appraisers,  showing  the  value  of  this  property  at 
$35  per  square  foot,  he  sent  for  the  appraisers,  exhibited  to  them  this 
crossbill,  and  suggested  a  changs  in  the  assessment;  and  I  expect  to 
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show  that  this  witness-had  a  conversation  with  Mr.  Kalbfus,  remind- 
ing him  of  the  fact  that  he  had  in  his  possession,  in  the  writing  of 
Mr.  Kalbfus,  figures  showing  that  Mr.  Kalbfus  himself  had  assessed 
this'  property  for  him  at  $35  per  foot  more  than  a  year.  If  the 
committee  wants  that,  as  bearing  upon  the  situation,  I  shall  be  glad  to 
put  it  in.     I  think  it  is  relevant  as  bearing  upon 

Mr.  Peouty  (interposing.  Has  Mr.  Kalbfus  been  a  witness  here? 

Mr.  Easby-Smith.  He  has  not  testified.  This  is  not  for  the  pur- 
pose of  contradicting  Mr.  Kalbfus. 

Mr.  Prottty.  How  could  his  statement  not  under  oath  be  put  up 
against  somebody  else's  statement? 

Mr.  Easby-Smith.  That  is  not  the  point,  if  the  committee  please. 
The  point  is  that  the  testimony  in  this  case  now  shows  that  the  Com- 
missioners of  the  District  ordered  the  appraisers  recently  to  make  an 
appraisement  of  that  property  to  ascertain  its  present  value;  that 
they  did  that,  and  Mr.  Kalbfus  reported  to  Col.  Judson,  of  the  board 
of  commissioners,  an  appraisal  in  which  he  appraised' this  property 
at  $35  per  foot,  and  that  Col.  Judson  handed  it  back  to  him,  together 
with  extracts  from  the  bill  and  cross  bill  that  has  been  frequently 
referred  to,  that  the  statements  or  perhaps  the  facts  there  would 
modify  his  judgment,  and  it  ought  to  be  changed ;  and  apparently  it 
has  not  been  changed  but  has  been  adhered  to. 

Mr.  Peouty.  If  I  understand,  you  are  trying  to  get  this  man  to 
tell  what  some  fellow  told  him  about  it. 

Mr.  Easby-Smith.  Mr.  Kalbfus,  the  assessor. 

Mr.  Peouty.  Why  not  call  Mr.  Kalbfus  so  we  can  cross-examine 
him? 

Mr.  Easby-Smith.  As  I  said  originally,  I  do  not  think  it  is  worth 
enough  to  waste  any  time  over  it  at  this  point.  I  may  call  Mr. 
Kalbfus,  if  I  think  necessary,  later. 

Mr.  Darneille,  let  us  take  the  Southern  Building  first.  When 
you  appraised  this  property  for  the  N^w  York  department,  as  I 
understand,  you  considered  your  duty  to  be  to  ascertain  whether  or 
not  it  was  good  security,  considering  the  $800,000  as  a  two-thirds 
loan? 

Mr.  Daenbillb.  Yes,  sir. 

Mr.  Easby-Smith.  And  you  gave  them  the  total  figure  of 
$1,577,420? 

Mr.  Daeneille.  Yes,  sir. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not,  in  making  your 
inquiries  concerning  the  building,  you  consulted  with  Mr.  Ashford, 
the  municipal  architect? 

Mr.  Daeneille.  I  went  to  see  Mr.  Ashford,  who  has  been  a  long- 
time friend  of  mine,  the  municipal  architect.  I  had  been  around 
to  the  inspector  of  buildings'  office  and  he  was  out,  and  knowing 
Ashford,  he  having  been  inspector  of  buildings,  knowing  he  could 
find  the  papers  and  all,  I  said,  "  Snowden,  I  want  you  to  help  me 
on  a  matter."    He  said,  "  What  is  it?  " 

Mr.  Berger.  Who  is  Snowden? 

Mr.  Daeneille.  Mr.  Ashford.  He  always  called  me  "  Colonel " 
and  I  called  him  "  Colonel,"  because  we  were  colonels  of  inaugui'al 
parade. 

Mr.  Johnson.  That  was  not  this  year? 
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Mr.  Dakneille.  No,  sir.  He  said,  '"  All  right,  Colonel,  I  will  do 
aiivthing  I  can  to  help  you."  I  said,  "  I  have  been  appointed  by  the 
New  York  State  department  to  appraise  the  Southern  Building  and 
grounds.  Now,  I  want  you  to  help  me,  and  cube  that  building  for 
me." 

Mr.  Easbt-Smith.  Right  there,  Mr.  Darneille,  do  you  pretend  to 
have  any  expert  knowledge  of  the  value  of  buildings  as  distinguished 
from  ground? 

Mr.  Daeneiij^e.  I  do  not. 

Mr.  Easbt-Smith.  Do  you  know  what  cubing  a  building  means  I 

Mr.  Daeneille.  Oh,  I  know  it  is  figuring  up  now  many  cubic  fyet 
there  are  in  there  and  at  a  certain  figured  price,  but  I  do  not  know 
how  to  do  it. 

Mr.  Easby-Smith.  Did  you  over  know  how  to  do  it? 

Mr.  Daeneille.  No ;  I  never  did.    I  never  tried. 

Mr.  Easbt-Smith.  Did  you  ever  attempt  to  do  it  as  far  as  the 
Southern  Building  or  any  other  property  is  concerned  ? 

Mr.  Daeneiule.  I  never  did  in  my  life. 

Mr.  Easby-Smith.  Go  ahead;  state  what  you  said  to  Mr.  Ashford. 

Mr.  Daeneille.  I  said,  "  I  want  you  to  help  me  on  the  Southern 
Building."  I  had  been  appointed  appraiser  by  the  New  York  in- 
surance department  and  I  wanted  him  to  cube  the  Southern  Building 
for  me.  He  said,  "All  right,  old  man,  I  will  do  anything  I  can  for 
you.  Wait  a  minute,  and  I  will  get  the  papers."  He  left  me  about 
10  or  15  minutes  and  came  back  in  the  room  with  a  batch  of  papers 
about  that  thick  [indicating]  I  think. 

Mr.  Easby-Smith.  What  were  those  papers,  generally  speaking'^ 

Mr.  Darneilxj;.  I  suppose  they  were  the  plans  and  specifications 
of  the  building. 

Mr.  Easby-Smith.  Do  j'ou  know  where  he  got  them? 

Mr.  Daeneille.  I  think  he  got  them  from  the  building  inspector's 
office.    I  don't  know. 

Mr.  Easby-Smith.  From'  your  knowledge  of  the  District  affairs, 
do  you  know  whether  or  not  plans  and  specifications  are  retained  in 
the  building  inspector's  office? 

Mr.  Daeneille.  I  think  so. 

Mr.  Easby-Smith.  That  is  in  the  same  building  where  vou  found 
Mr.  Ashford? 

]\Ir.  Daeneille.  Eight  next  to  where  Mr.  Ashford  was. 

Mr.  Easby-Smith.  Go  ahead.    State  what  was  done. 

^Ir.  Daeneille.  Mr.  Ashford  went  over  it  about  an  hour  and  a 
half.  This  time  I  waited.  Finally  he  said,  "  Now,  Hope,  you  can 
put  that  down  very  conservatively  at  $865,000.  It  cost  more  than 
that,  but  I  have  put  it  a  low  figure;  put  it  down  $865,000." 

Mr.  Easby-Smith.  Do  you  remember  at  what  price  per  cubic  foot 
he  put  the  value? 

Mr.  Daeneille.  I  do  not. 

Mr.  Easbt-Smith.  Do  you  remember  how  many  cubic  feet  he  com- 
puted were  in  the  building? 

Mr.  Daeneiule.  I  do  not.    I  did  not  pay  much  attention. 

Mr.  Easby-Smith.  Did  you,  when  you  went  there,  tell  Mr.  Ash- 
ford how  many  cubic  feet  there  were? 

Mr.  Daeneille.  I  did  not  have  any  more  idea  than  the  man  in  the 
moon.    All  I  knew  was  the  number  of  feet  in  the  lot. 
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Mr.  Easby- Smith.  Did  you  tell  him? 

Mr.  Darneille.  No,  sir;  I  did  not  tell  him,  because  I  didn't  know, 
and  I  do  not  know  to-day. 

Mr.  Easby- Smith.  Did  you  inquire  of  anyone  else  besides  Mr. 
Ashf  ord  arid  Mr.  Kalbf us  as  to  the  value  of  that  building  ? 

Mr.  DaeneiijjE.  Oh,  I  talked  to  some  people.  I  could  not  just  tell 
you  who  they  were  now. 

Mr.  Easby- Smith.  You  say  this  conversation  was  in  December, 
1911? 

Mr.  Darneille.  December,  1911. 

Mr.  Easby-Smith.  Did  you  ever  talk  to  Mr.  Ashford  in  August, 
either  of  1911  or  1912  concerning  this  property? 

Mr.  Darneille.  Never. 

Mr.  Easby-Smith.  Have  you  talked  to  Mr.  Ashford  recently  con- 
cerning your  previous  conversation  with  him? 

Mr.  Darneille.  After  Col.  Judson  called  me  in  his  office  and  had 
a  talk  with  me  I  went  down  to  see  Mr.  Ashford  and  I  says,  "  Snow- 
den,  you  remember  what  you  did  for  me  a  year  ago?"  He  says, 
"  Yes,  I  remember  it  very  well."  I  says,  "  Do  you  remember  what 
you  told  me  to- put  the  Southern  Building  down  at?"  He  says,  "I 
can  not  just  tell  you  right  now."  I  says,  "  I  have  got  the  figures 
that  you  wrote  yourself  and  put  '  S.  A.'  under  them."  He  said, 
"Never  mind,  I  will  swear  to  them.  I  remember  it.  I  remember 
doing  the  whole  thing.  I  will  swear  to  it  for  you."  And  he  ran  up- 
stairs. 

Mr.  Easby-Smith.  Did  you  have  those  figures  in  writing? 

Mr.  Darneille.  I  had  them  in  writing. 

Mr.  Easby-Smith.  Recently? 

Mr.  Darneille.  I  had  them  up  here  on  January  2  of  this  year,  the 
day  I  was  taken  sick,  and  had  to  go  home  and  was  in  bed  practically 
three  weeks. 

Mr.  Easby-Smith.  Have  you  looked  for  them  recently?  • 

Mr.  Darneille.  I  looked  for  them  and  can  not  find  them.  I  had 
them  in  my  pocket. 

Mr.  Easby-Smith.  Were  they  in  Ashford's  handwriting? 

Mr.  Darneille.  In  Ashford's  handwriting,  and  the  intitials  "  S. 
A."  under  them. 

Mr.  Easby-Smith.  What  were  the  figures,  according  to  his  com- 
putation in  his  own  handwriting,  as  the  value  of  the  Southern 
Building  ? 

Mr.  Darneille.  Eight  hundred  and  sixty  thousand  and  some  odd 
hundred  dollars,  but  he  told  me  to  put  down  $865,000,  that  it  would 
be  very  conservative. 

Mr.  Easby-Smith.  I  refer  now  to  pages  806  and  807  of  the  printed 
record  and  call  your  attention  to  the  fact  that  Mr.  Ashford  testified 
that  you  came  in  and  that  you  gave  him  the  dimensions  of  the  build- 
ing; that  he  figured  it  up,  and  that  his  recollection  is  that  on  the 
dimensions  which  you  gave  him  the  value  of  the  building  came  to 
a,bout  $700,000.    Is  that  correct? 

Mr.  Darneille.  Absolutely  not. 

Mr.  Easby-Smith.  He  says  that  you  then  came  to  see  him  a  second 
time  and  went  to  the  buijding  inspector's  office,  and  he  went  to  the 
building  inspector's  office  and  got  the  permit  for  the  building  and 
figured  it  out  by  the  permit  dimensions  and  put  it  at  28  cents  a  foot 
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and  found  that  the  cost  came  to  $682,080,  and  that  he  gave  you  that 
as  the  estimate  of  the  cost  of  the  building.     Is  that  true? 

Mr.  Darneille.  I  never  went  to  Mr.  Ashford  but  once  on  the 
Southern  Building,  and  that  was  the  time  he  told  me  to  put  $865,000, 
which  would  be  very  conservative.  I  will  state  this,  that  the  second 
time  I  saw  Mr.  Ashford,  this  time  after  Col.  Judson  saw  him,  that 
he  was  an  entirely  different  man  in  his  statement  and  in  his  actions. 

Mr.  Douglas.  Was  what? 

Mr.  Darneille.  Was  an  entirelj'  different  man  in  his  demeanor 
toward  me  and  in  his  actions. 

Mr.  Easby-Smith.  As  I  understand,  having  an  estimate  from  Mr. 
Ashford  of  eight  hundred  and  sixty-odd  thousand  dollars,  and  the 
statement  from  Mr.  Kalbfus  that  the  building  was  worth  $800,000 
at  a  very  conservative  estimate,  you  accepted  those  lowest  estimates? 

Mr.  Darneille.  I  took  the  lowest  figures  that  I  got. 

Mr.  Easby-Smith.  And  put  them  in  as  your  appraisement? 

Mr.  Darneille.  .  Yes,  sir ;  I  put  them  in  the  same  appraisement. 

Mr.  Easby-Smith.  I  hand  you  a  memorandum  in  writing  and  ask 
whether  or  not  that  is  in  your  handwriting,  and  when  it  was  made? 

Mr.  Darneille.  This  was  made  in  December,  1911,  or  January, 
1912. 

Mr.  Easby-Smith.  Will  you  examine  these  papers  I  now  show  you 
and  state  if  any  of  them  are  in  your  handwriting  and  when  they  were 
made,  if  you  know  ? 

Mr.  Darneille.  Those  were  all  made  at  the  same  time,  on  the  same 
appraisement,  except  these  of  Mr.  Kalbfus  on  this  paper  here  [indi- 
cating].    I  think  everything 

Mr.  Easby-Smith  (interposing).  Referring  to  those  papers- 


Mr.  Johnson  (interposing).  The  witness  has  never  stated  that  any 
of  them  were  in  his  writing. 

Mr.  Easby-Smith.  "Who — the  witness? 

Mr.  Johnson.  Yes. 

Mr.  Easby-Smith.  I  think  he  did. 

The  first  paper  I  handed  you,  is  that  your  handwriting  ? 

Mr.  Darneille.  Yes,  sir. 

Mr.  Easby-Smith.  When  was  it  written? 

Mr.  Darneille.  In  December,  1911,  or  January,  1912,  along  there. 

Mr.  Easby-Smith.  Will  you  examine  these  figures  on  this  paper 
that  I  hand  you  and  state  whether  or  not  they  are  your  figures  ? 

Mr.  Darneille.  Yes,  sir ;  those  are  my  figures. 

Mr.  Easby-Smith.  When  were  they  made? 

Mr.  Darneille.  Along  the  same  time  that  those  were. 

Mr.  Easby-Smith.  The  same  thing  is  true  concerning  this  paper 
[handing  paper  to  witness]  ? 

Mr.  Darneille.  Yes,  sir;  the  same  answer. 

Mr.  Easby-Smith.  The  same  question  concerning  this  paper 
[handing  paper  to  witness]. 

Mr.  Darneille.  Those  are  Mr.  Kalbfus's  figures,  all  there  except 
this  and  this  [indicating]. 

Mr.  Easby-Smith.  Whose  are  these  which  you  say  "except  this 
and  this"? 

Mr.  Darneille.  Those  are  mine. 

Mr.  Easby-Smith.  How  about  this  side  of  the  sheet  [indicating]  ? 
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Mr.  Darneiloj.  They  are  Kalbfus's,  all  except  these  over  in  this 
comer.    These  are  mine. 
Mr.  Eedfield.  What  was  that  date  you  gave? 
Mr.  Easby- Smith.  When  were  they  made?    When  did  you  write 
them? 

Mr.  Daeneille.  These  were  made  in  December,  1911,  and  January 
1  or  2, 1912. 
Mr.  Johnson.  When  was  the  Kalbfus  paper  made? 
Mr.  Easby-Smith.  When  was  the  Kalbfus  paper  made  ?    When  did 
you  write  that? 

Mr.  Daeneille.  I  think  it  was  about  the  22d  of  December,  1911, 
as  near  as  I  can  recollect.  « 

Mr.  Easby-Smith.  In  what  connection  were  those  writings  made? 
What  were  you  doing  at  the  time  you  made  the  writings  ? 

Mr.  Daeneille.  I  was  appraising  the  Southern  Building,  the 
Barry  property,  the  Myers  property,  the  Moses  property,  and  a  whole 
lot  for  the  New  York  State  department. 

Mr.  Easby-Smith.  Appraising  all  those  properties  for  the  same 
department? 

Mr.  Daeneille.  For  the  same  department. 

Mr.  Easby-Smith.  And  you  included  them  all  in  the  same  report? 
Mr.  Daeneille.  The  same  report. 

Mr.  Easby-Smith.  t  show  you  a  paper  dated  December  29, 1911,  in 
tvpewriting,  except  that  it  is  signed  in  ink,  "  H.  E.  D."  Whose  ini- 
tials are  "  H.  E.  D."  ? 

Mr.  Daeneille.  Harold  E.  Doyle,  of  Thomas  J.  Fisher  &  Co. 
Mr.  Easby-Smith.  Are  those  initials  in  ink  all  in  his  own  hand- 
writing ? 

Mr.  Daeneille.  I  never  saw  his  handwriting. 
Mr.  Easby-Smith.  Where  did  you  get  this  paper? 
Mr.  Daeneille.  It  was  sent  to  me  by  mail  from  Thos.  J.  Fisher 
&  Co.,  with  a  letter  from  Thomas  Gale,  secretary  of  Thos.  J.  Fisher 
&  Co. 

Mr.  Easby-Smith.  Go  ahead  and  explain  that.  Have  you  had 
any  conversation  with  Mr.  Doyle  concerning  these  several  properties  ? 
Mr.  Daeneille.  Yes,  sir.  I  had  been  over  the  Barry  property, 
the  Moses  property,  the  Southern  ground.  Of  course  I  did  not  take 
the  building  up  because  I  was  satisfied  with  what  I  had  gotten  at 
the  District  Building. 

Mr.  Easby-Smith.  Referring  to  the  various  papers,  if  in  doubt 
and  so  far  as  it  is  necessary  for  me  to  refresh  your  recollection,  will 
you  state  fully  the  persons  with  whom  you  consulted  concerning  the 
value  of  the  Southern  Building  or  the  ground  upon  which  it  stands' 
December,  1911,  and  January,  1912? 

Mr.  Daeneille.  I  saw  Mr.  Charles  J.  Bell  in  December,  1911.  I 
saw  Col.  C.  J.  Stellwagen — I  always  call  him  colonel — I  saw  Mr. 
George  E.  Fleming.  I  saw  Mr.  Thomas  Gale,  of  Fisher  &  Co.,  who 
introduced  me  to  Mr.  H.  E.  Doyle. 

Mr.  Easby-Smith.  Had  you  ever  known  Doyle  before? 
Mr.  Daeneille.  I  do  not  think  I  had  ever  seen  him  to  know  him 
before. 

Mr.  Easby-Smith.  Do  you  know  now  what  his  connection  with 
Fisher  &  Co.  is? 
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Mr.  Dakxeille.  He  is  head  salesman,  I  am  told,  with  Fisher  &  Co. 

Mr.  EASBY-SMrrH.  Do  you  know  what  the  connection  of  Fisher  & 
Co.  is  with  the  I'nion  Trust  Co.  ? 

Mr.  Daeneille.  They  are  closely  allied ;  I  could  not  tell  you.  Mr. 
Stellwagen  is  president  of  the  Union  Trust  Co.  and  president  of 
Thomas  J.  -Fisher  &  Co. 

Mr.  EA^T-SjirrH.  Do  you  know  whether  or  not  the  Union  Trust 
Co.  in  fact  owns  Thos.  J.  Fisher  &  Co.  ? 

]Mr.  Darxeille.  I  do  not  know  anything  about  that. 

Mr.  Easby- Smith.  Proceed  then.    Who  else  did  you  see? 

Mr.  Darneille.  I  saiw  Mr.  David  Moore,  who  died  here  about  a 
month  and  a  half  ago  with  acute  indigestion  owrnight,  and  when  I 
was  assessor  I  used  to  consider  him  an  expert  on  ground  values. 

]\lr.  Easby-Ssiith.  Mr.  David  IMoore? 

JNIr.  Darxeille.  David  ]\loore.  He  died  about  six  weeks  ago  with 
acute  indigestion.  This  was  over  a  year  ago  when  I  saw  him.  I 
saw  IVlr.  Samuel  T.  Kalbfus  and  many  others.  I  did  not  put  the 
names  down,  because  I  did  not  think  it  was  important  enough. 

yir.  Easby-Sjiith.  What  did  ]Mr.  IMoore  tell  you  he  thought  the 
value  of  the  property  was? 

j\Ir.  Prouty.  Pardon  me.  I  fret  under  this  constant  hearsay  evi- 
dence.    "What  is  the  use  of  it? 

Mr.  Easby- Smith.  If  the  committee  please,  the  appraisal  of  the 
Southern  Building  property,  which  was  made  by  Messrs.  Darneille, 
Hensey,  and  Lipscomb,  has  been  attacked.  In  connection  with  that 
appraisal  insinuations,  though  no  direct  charges,  have  been  made 
by  Col.  Jiulson  against  the  superintendent  of 'insurance  to  the  effect 
that  his  appointment  of  those  appraisers  was  not  in  good  faith, 

jNIr.  Pkoi  TV.  "Why  not  get  at  that  question  instead  of  asking  what 
somebody  told  him  this  land  was  worth? 

Mr.  Beeger.  It  is  also  this — it  looks  like  putting  it  on  a  dead  man, 
if  Mr.  Moore  is  dead.     That  can  not  be  verified  in  any  way. 

Mr.  Easby-Smith.  We  can  leave  Mr.  Moore  out  entirely. 

Mr.  Darxeille.  He  is  the  only  dead  man  on  the  list,  and  I  did  not 
know  he  was  going  to  die  when  I  wrote  this,  Mr.  Berger. 

Mr.  Protjty.  But,  Mr.  Easby-Smith,  you  are  a  lawyer,  and  you 
must  know  you  could  not  prove  the  value  of  this  real  estate  ))y  having 
him  swear  to  what  somebody  told  him. 

Mr.  Easby-Sjiith.  I  can,  if  the  committee  please,  and  further- 
more  

Mr.  Prouty  (interposing).  And,  further,  that  appraisement  is  not 
under  investigation  and  has  not  been  at  any  time  during  this  investi- 
gation. 

'Sir.  Easby-Smith.  Mr.  Dameille  has  been  attacked  by  Col.  Judson. 

Mr,  Peottty.  Well,  this  is  not  a  committee  to  wash  linen,  but  is  a 
determination  of  this  appraisement  of  the  property. 

Mr.  Easby-Smith.  If  the  committee  please,  I  think  if  dirt  has 
been  placed  upon  the  linen  of  certain  gentlemen,  they  have  a  right 
to  have  it  washed  clean  before  this  committee. 

Informal  discussion  here  ensued,  which  the  stenographer  was 
directed  not  to  report. 

Mr.  Johxson.  Upon  the  arrival  of  Mr.  Berger  his  attention  was 
called  to  the  fact  of  the  wide  range  that  has  been  given  to  this  mat- 
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ter,  and  then  Mr.  Berger  said  later  on  we  were  to  have  fair  play  by 
giving  turn  about,  or  some  such  expression  like  that. 

Mr.  Beeger.  Yes,  sir ;  and  I  will  stand  by  that  to-day. 

Mr.  Peoutt.  Just  see  where  this  thing  is  going  to  lead  to.  Every- 
thing he  says  about  this  is  that  this  man  said  so-and-so  to  him.  If 
this  keeps  on  they  will  be  entitled  to  come  here  and  have  their  linen 
washed.     I  want  to  get  the  line  hung  out. 

Mr.  Easby-Smith.  If  the  committee  please,  in  my  cross-examina- 
tion of  Mr.  Stellwagen  and  Mr.  Bell  and  others  I  laid  the  foundation, 
or  the  foundation  was  laid  either  by  myself  or  others,  when  they 
were  cross-examined  as  experts  oh  the  question  of  values  as  to  what 
expressions  they  had  made  to  Mr.  Darneille  and  others  concerning 
these  values. 

Mr.  Prouty.  Have  any  of  these  men  been  witnesses  ? 

Mr.  Easbt-Smith.  Mr.  Bell  and  Mr.  Stellwagen  and  others  have 
been. 

Mr.  Eedeield.  I  think  there  has  not  been  a  breath  of  objection 
made  by  anybody  to  the  particular  appraisement  of  which  you  are 
now  speaking. 

Mr.  Easby-Smith.  There  has  not,  if  the  committee  please,  but  I 
apprehend  the  situation  may  be  this:  It  has  been  brought  out  by 
your  questions,  Mr.  Eedfield,  that  Mr.  Darneille  appraised  this  build- 
ing and  lot  more  than  a  year  ago  for  the  New  York  department  at 
one  million  four  hundred  thousand  and  some  odd  dollars,  without 
the  testimony  of  Mr.  Darneille  showing  upon  what  basis  he  ap- 
praised that  property  and  upon  what  advices  he  appraised  that 
property.  The  ground  is  left  open  here  for  an  argument  that  Mr. 
Darneille  increased  his  valuation  to  the  extent  of  nearly  half  a 
million  dollars  within  a  year,  and  the  further  argument  that  that 
would  tend  to  show  that  he  was  not  honest  in  his  recent  appraise- 
ment of  the  Southern  Building  and  property,  and  that  could  be  used 
as  a  further  argument  to  back  up  the  insinuations  which  have  been 
made  that  Mr.  Darneille's  appointment  by  Mr.  Ingham  was  not  in 
good  faith. 

Mr.  Beegee.  I  move  it  be  admitted ;  that  he  go  on. 

Mr.  Easby-Smith.  Proceed,  Mr.  Darneille,  and  state  briefly  what 
these  various  persons  told  you  the  value  of  this  property  was. 

Mr.  Daeneille.  You  wish  me  to  omit  David  Moore  ? 

Mr.  Johnson.  Yes ;  as  he  is  dead. 

Mr.  Easby-Smith.  I  am  reminded  that  it  is  5  o'clock. 

Mr.  Johnson.  The  committee  will  adjourn  until  1.30  o'clock  to- 
morrow afternoon. 

Whereupon,  at  5  o'clock  p.  m.,  the  committee  adjourned  until  1.30 
o'clock  p.  m.,  Friday,  January  24,  1913. 
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Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  of  Representatives, 
Washington,  D.  C,  Jamiary  2^,  1913. 
The  subcommittee  met  at  1.30  o'clock  p.  m.,  Hon.  Ben  Johnson 
(chairman)  presiding. 

TESTIMONY  OF  HOPEWELL  H.  DAENEILLE— Continued. 

Mr.  Easby-Smith.  If  the  committee  please,  I  desire  to  state,  espe- 
cially for  the  benefit  of  Judge  Prouty,  that  yesterday  afternoon  after 
he  had  left  there  was  no  testimony  adduced  in  the  line  to  which  he 
objected,  and  to  state  that  I  am  going  to  endeavor  to  confine  the  evi- 
dence which  I  produce  to  the  strict  rules  of  evidence:  and  that  I 
shall,  therefore,  not  ask  this  witness  concerniag  any  persons  whom 
he  interviewed  in  regard  to  the  appraisal  except  the  persons  who  have 
testified  before  this  committee,  and  who  have  been  examined  and 
cross-examined  upon  values  which  they  may  have  expressed  hereto- 
fore. 

In  other  words,  of  all  the  persons  whom  this  witness  may  have  seen 
I  shall  interrogate  him  concerning  only  Mr.  Bell  and  Mr.  Stellwagen. 
It  seems  to  me  that  would  be  admissible  within  all  rules  of  evidence. 

Mr.  Dameille,  will  you  state  whether  or  not  in  making  the  investi- 
gation to  enUghten  yourself  upoii  the  real  value  of  the  Southern 
BuUding  property  in  December,  1911,  you  communicated  with  Mr. 
Charles  J.  Bell,  president  of  the  American  Security  &  Trust  Co.  ? 

Mr.  Darneille.  Mr.  Bell  so  testified  here  himself  that  I  did.  And 
I  did;  I  saw  him  in  December,  1911,  in  his  bank  or  trust  company. 

Mr.  Easby-Smith.  Did  you  state  to  him  for  what  purpose  you 
were  seektag  advice  from  him  as  to  the  value  of  that  property  ? 

Mr.  Darneille.  I  told  him  I  was  making  an  appraisal  of  the 
Southern  Building  and  ground  for  the  New  York  State  insurance 
department. 

Mr.  Easby-Smith.  Mr.  Bell  testified,  as  appears  at  page  360  of  the 
printed  record,  that  you  came  to  see  him  and  that  he  told  you  he 
thought  the  building  and  ground  were  worth  about  $1,400,000.  Will 
you  state  whether  or  not  that  is  correct  ? 

Mr.  Darneille.  Not  to  my  recollection. 

Mr.  Easby-Smith.  Will  you  please  tell  us  what  statement  he  did 
make  to  you  concerning  his  idea  of  the  value  of  the  Southern  Building 
property,  stating  if  he  did  so  the  different  value  which  he  placed  upon 
the  ground  and  improvements. 

Mr.  Darneille.  I  only  asked  him  as  to  the  value  of  the  ground. 
I  had  other  what  I  considered  expert  testimony  on  the  building  and 
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I  did  not  desire  his  opinion  on  the  building,  but  I  asked  him  about 

the  ground,  and  he  said  he  thought  about  $40  a  foot  was  conservative. 

Mr.  EasSt-Smith.  Mr.  Bell,  in  his  testimony  at  page  388  of  the 

Erinted  record,  said  that  at  that  time  his  idea  was  the  ground  em- 
raced  about  11,000  square  feet.  Do  you  recollect  whether  the 
area  was  discussed  between  you  and  Mr.  BeU  at  the  time  he  gave  you 
that  opinion  1 

Mr.  Darneille.  It  was  not. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  in  seeking  the 
information  heretofore  referred  to,  you  communicated  with  Mr. 
Edward  J.  Stellwagen  ? 

Mr.  Dabneille.  I  went  up  to  the  Union  Trust  Co.  and  asked  to 
see  Mr.  Stellwagen.  I  was  ushered  into  his  private  office.  I  asked 
Mr.  Stellwagen  if  he  would  give  me  any  inkling  as  to  the  value  of 
the  ground  upon  which  the  Southern  Building  stood,  that  I  was 
assessing  it  for  the  New  York  State  insurance  department.  Mr. 
Stellwagen  turned  a  little  red  in  the  face  and  said,  "I  beg  to  be 
excused;  I  do  not  care  to  give  any  figures  on  the  Southern  Building, 
and  I  hope  you  will  just  excuse  me," 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  Mr.  Stellwagen 
referred  you  to  any  other  person? 

Mr.  Darneille.  He  did  not. 

Mr.  Easby-Smith.  Generally,  do  I  understand  that  before  you 
made  the  appraisement  you  interrogated  and  inquired  of  other 
persons  whom  you  considered  experts  m  realty  values  ? 

Mr.  Darneille.  I  do  not  consider  there  is  any  real  expert  in  real- 
estate  values.     I  think  it  is  a  mere  matter  of  opinion  and  a  matter  of 


Mr.  Easby-Smith.  Changing  the  question,  wiU  you  state  whether 
or  not  you  interrogated  other  persons  whom  you  thought  )vould 
know  facts  which  would  aid  you  in  arriving  at  a  fair  opinion  of  the 
value  of  the  property? 

Mr.  Darneille.  You  do  not  want  me  to  speak  about  Thomas  J. 
Fisher  &  Co.  ? 

Mr.  Easby-Smith.  You  need  not  mention  Fisher  &  Co.  State 
whether  you  did  consult  any  other  persons. 

Mr.  Darneille.  I  did. 

Mr.  Easby-Smith.  Did  I  correctly  understand  when  you  made 
the  appraisement  you  put  the  ground  in  at  the  lowest  figure,  S35 
per  foot  ? 

Mr.  Darneille.  The  lowest  figure  I  got  was  $35. 

Mr.  Easby-Smith.  And  that  figure  was  received  from  Mr.  Kalbfus, 
of  the  board  of  assessors  ? 

Mr.  Darneille.  Chairman  of  the  board  of  assistant  assessors. 

Mr.  Easby-Smith.  Will  you  relate,  Mr.  Darneille,  as  fully  as  you 
remember  them,  the  circumstances  surrounding  the  appointment  of 
yourself  and  Messrs.  Hensey  and  Lipscomb  as  a  board  of  appraisers 
to  appraise  the  Southern  Building  and  ground  for  the  department  of 
insurance  of  the  District  of  Columbia,  in  the  month  of  October,  1912, 
stating  the  matter  chronologically,  as  far  as  you  can  ? 

Mr.  Darneille.  I  think  it  was  the  19th  day  of  October  Mr.  Ing- 
ham caUed  me  up  over  the  phone  and  said,  "Judge,  are  you  very 
busy?"  I  said,  'No,  not  particularly  busy."  He  said,  'I  would 
like  you  to  be  on  a  commission  to  appraise  the  Southern  Building." 
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I  said,  "All  right."  He  said,  "I  want  you  to  do  me  the  further  favor 
to  see  Mr.  Hensey,  of  Swartzell,  Rheem  &  Hensey,  and  see  if  he  will 
not  serve  on  that  commission;  and  see  Mr.  Hacker,  the  building 
inspector,  and  find  out  what  you  can  about  Mr.  William  P.  Lipscomb, 
the  builder.  I  understand  he  is  a  very  fine  builder,  but  Mr.  Hacker 
can  give  you  all  the  facts.  You  see  him  and  if  he  is  satisfactory 
accept  Mr.  Lipscomb  on  the  board." 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  you  did  see  Mr. 
Hacker  ? 

Mr.  Darneille.  I  went  to  see  Mr.  Hensey  first.  Mr.  Hensey  said 
he  did  not  care  about  serving  on  the  board  at  that  time,  and  I  said, 
"Well,  it  would  be  a  great  favor  to  Mr.  Ingham  and  to  me  personally.  ' 
I  said,  "We  can  get  along  all  right;  we  have  been  on  a  broad  before, 
and  I  wish  you  would  do  it."  He  said,  "Well,  I  will  give  you  my 
answer  to-morrow."  I  said,  "Oh,  go  ahead  and  decide  to-day. 
"Well,"  he  said,  "Darneille,  I  will  do  it."  And  I  told  hun  about 
going  to  find  out  about  Mr.  Lipscomb. 

Mr.  Easbt-Smith.  What  did  you  next  do  ? 

Mr.  Darneille.  I  went  down  to  the  District  Building  and  saw 
Mr.  Morris  Hacker,  the  inspector  of  buildings,  and  I  said  to  him, 
"Morris,  what  can  you  tell  me  about  Mr.  William  P.  Lipscomb,  the 
builder?"  He  said,  "He  has  no  peer  in  this  city;  he  is  one  of  the 
best  builders  we  have."  I  said,  "What  do  you  think  the  Southern 
Building  can  be  reproduced  for  to-day?"  He  said,  "It  can  not  be 
reproduced  for  $900,000."  I  saw  him  subsequently  and  he  reiterated 
that. 

Mr.  Easby-Smith.  How  recently  ? 

Mr.  Darneille.  Oh,  the  next  day,  probably,  but  unfortunately 

Mr.  Easby-Smith  (interposing).  Alter  having  seen  Mr.  Hacker  in 
regard  to  Mr.  Lipscomb,  did  you  notify  Mr.  Lipscomb  you  desired  him 
to  serve  for  the  department  of  insurance  ? 

Mr.  Darneille.  No.  I  went  to  the  assessor's  ofB.ce  and  searched 
the  records;  found  the  building  stiU  in  the  Southern  Building  Cor- 
poration (Inc.),  and  the  number  of  square  feet,  which  had  escaped  my 
mind,  and  I  did  not  have  the  papers  right  at  hand.  Then  I  went  up 
and  saw  Mr.  Lipscomb  at  his  office.  He  was  out,  and  they  promised 
to  telephone  me  when  he  was  in.  They  telephoned  me  and  I  went 
down  to  see  him  and  told  him  that  Mr.  Ingham  desired  him  to  serve 
on  a  board  of  appraisal,  he  being  a  builder,  of  the  Southern  Building. 

He  thought  a  minute  or  two  and  said,  "All  right,  I  will  do  it."  He 
asked  me  first  who  the  other  appraiser  was,  and  I  told  him  it  was 
Mr.  Hensey,  and  he  said,  "I  will  be  very  glad  to  serve." 

Mr.  Easby-Smith.  Mr.  Darneille,  at  this  point  I  should  like  to  ask 
you  whether  or  not  on  previous  occasions  when  you  served  as  appraiser 
either  individually  or  upon  a  board  of  three  you  received  in  writing 
authority  or  instructions  from  the  superintendent  of  insurance  or  from 
any  other  person  ? 

Mr.  Darneille.  Nothing,  except  when  I  was  out  of  my  office  and 
Mr.  Ingham  could  not  catch  me,  when  he  would  drop  me  a  little  note 
saying  he  wanted  me  to  appraise  a  certain  building  for  such  and  such 
a  company. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  on  the  occasion  of 
the  appointment  of  this  board  of  appraisers  you  received  any  written 
authority  ? 
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Mr.  Daeneille.  No. 

Mr.  Easby-Smith.  Where  was  the  conversation  between  you  and 
Mr.  Ingham  in  which  he  notified  you  of  your  appointment  and  re- 
quested you  to  secure  the  assistance  of  Mr.  Hensey  and  Mr.  Lipscomb  ? 

Mr.  Daeneille.  I  was  in  my  office,  and  I  presume  he  was  in  his. 
The  conversation  was  over  the  telephone. 

Mr.  Easbt-Smith.  He  called  you  up  over  the  phone  ? 

Mr.  Daeneille.  Yes,  sir. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  Mr.  Ingham,  either 
in  that  conversation  or  in  any  other  conversation  or  communication, 
whether  verbal  or  in  writing,  indicated  the  ownership  of  the  building 
and  the  particular  companies  for  which  it  was  to  be  appraised? 

Mr.  Daeneille.  No,  sir;  I  never  knew  any  compames  in  connec- 
tion with  it  until  after  the  appraisal  was  over. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  he  ever  made  any 
suggestion  to  you  or  whether  any  suggestion  was  ever  made  to  you  by 
any  other  person,  directly  or  indirectly,  as  to  the  character  of  appraise- 
ment, whether  high,  low,  or  moderate  ? 

Mr.  Daeneille.  Nobody  outside  of  our  board.  We  talked  and 
discussed  it  between  ourselves.     That  is  the  only  instance. 

Mr.  Easby-Smith.  Did  vou  know  at  the  time  you  were  appointed 
and  that  you  saw  Messrs.  Sensey  and  Lipscomb,  that  the  Commercial 
and  First  National  Fire  Insurance  Cos.,  or  either  or  both  of  them, 
f>x]H'ctcd  or  intended  to  become  the  owners  of  the  Southern  Build- 
inp;  ])roperty  ? 

Mr.  Daeneille.  I  did  not.  I  did  not  even  know  there  were  such 
companies  in  existence.  I  knew  there  was  a  Commercial  Life  Insur- 
ance Co.  in  town,  but  I  did  not  know  there  was  a  Commercial  Fire 
Insurance  Co. 

Mr.  Easby-Smith.  WUl  you  now  state  what  you  next  did  after 
notifying  Messrs.  Hensey  and  Lipscomb  of  their  appointment  ?  When 
did  you  three  first  get  together  ? 

Mr.  Daeneille.  Before  I  notified  Mr.  Lipscomb  I  saw  Mr.  Ingham 
in  his  office  and  told  him  what  Morris  Hacker  had  said,  and  that  he 
was  all  right.  ^Ir.  Ingham  seemed  to  be  very  glad,  and  I  went  from 
there  up  to  Mr.  Lipscomb's  office. 

Mr.  Easby-Smith.  After  you  notified  him,  when,  if  at  all,  did  the 
three  appraisers  meet  ? 

Mr.  Daeneille.  I  am  not  certain  whether  we  met  on  Monday/  the 
21st  of  October,  or  on  Tuesday. 

Mr.  Easby-Smith.  Where  did  you  meet  ? 

Mr.  Daeneille.  In  Mr.  Hensey's  private  office. 

Mr.  Easby-Smith.  State  whether  or  not  there  was  any  organiza- 
tion of  the  board  and  any  division  of  the  work  to  be  done  oy  the 
respective  members. 

Mr.  Daeneille.  Yes. 

Mr.  Easby-Smith.  What  was  it  ? 
'  Mr.  Daeneille.  I  was  made  chairman  of  the  board  and  requested 
to  do  a  certain  line  of  outside  work. 

Mr.  Easby-Smith.  Of  what  character  ? 

Mr.  Daeneille.  The  investigation  from  different  people,  who  were 
supposed  to  know  as  to  the  value  of  the  Southern  Building. 

Mr.  Easby-Smith.  What  was  Mr.  Hensey  to  do  ? 
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Mr.  Darneille.  He  was  to  find  out  from  those  that  he  knew,  over 
the  telephone  and  personally,  and  Mr.  Lipscomb  was  to  cube  the 
building.     We  left  that  absolutely  to  Mr.  Lipscomb. 

Mr.  Easby-Smith.  Relate  now  briefly  what  you  did  in  securing  data 
upon  which  to  base  your  individual  opinion  of  the  value  of  that 
building. 

Mr.  Darneille.  About  the  first  thing  I  did — Mr.  Hensey  asked 
me,  he  said,  "I  have  been  down  to  see  Billy  Hoover" — that  is,  Mr. 
Hoover,  the  president  of  the  National  Trust  Co. 

Mr.  Easby-Smith.  The  National  Savings  &  Trust  ? 

Mr.  Darneille.  The  National  Savings  &  Trust  Co.  He  said,  "I 
found  he  was  at  a  funeral,  and  I  wish.  Brother  Darneille,  you  would 
step  in  and  see  if  you  can  find  him." 

I  had  not  seen  Mr.  Hoover  from  some  time  in  September,  except 
that  one  day,  until  I  saw  him  in  this  committee  room  in  December 
last. 

Mr.  Easby-Smith.  I  now  call  your  attention  to  the  fact  that  Mr. 
Hoover,  in  his  testimony,  at  page  454  of  the  printed  record,  testified 
as  follows: 

Mr.  Redfield.  Were  you  asked  to  act  as  an  appraiser  of  the  Southern  Building? 

Mr.  Hoover.  I  was. 

Mr.  Redfield.  By  whom? 

Mr.  Hoovek.  I  was  asked,  in  the  first  instance,  by  Mr.  Darneille. 

Mr.  Redfield.  Will  you  give  the  full  circumstances  in  detail  of  that  request? 

Mr.  Hoover.  Mr.  Darneille  came  to  me  and  asked  me  if  I  would  appraise  the 
Southern  Building  for  him.  I  told  him  that  I  would  do  so.  He  then  asked  me  my  judg- 
ment as  to  the  value  of  the  ground.  I  told  him  I  thought  it  was  worth  in  the  neighbor- 
hood of  $25  a  foot.  He  said,  "You  are  much  too  low."  "Well,"  I  said,  "I  assume 
that  my  appraisement  would  not  be  satisfactory  to  you."  He  said,  "No."  I  said 
"Well,  Mr.  Darneille,  what  is  it  you  are  after — a  high  appraisement?"  "Yes;  that  is 
what  I  want,"  he  said.  I  said,  "Have  you  any?"  He  replied,  "Yes;  I  have  ap- 
praisements rimning  from  $35  to  $50  a  foot. "  "Then, "  I  said,  you  do  not  want  mine. " 
He  said  "No;  I  do  not,"  and  he  went  out  of  my  office.- 

He  further  testified  at  page  465  of  the  record  as  follows: 

Mr.  Easby-Smith.  As  I  understand,  Mr.  Hoover,  Mr.  Darneille  came  to  you  and 
talked  to  you  about  the  valuation  of  the  Southern  Building,  and  in  the  course  of  the 
conversation  told  you  he  had  several  appraisements  running  from  $35  to  $40  a  foot. 

Mr.  Hoover.  $35  to  $50  a  foot. 

Mr.  Easbt-Smith.  And  upon  seeking  an  appraisal  from  you,  you  told  him  you 
thought  it  was  worth  $25? 

Mr.  Hoover.  I  said  in  the  neighborhood  of  $25. 

Mr.  Basbt-Smith.  Do  you  recollect  Mr.  Darneille  explaining  that  he  had  come  to 
you  at  the  suggestion  of  Mr.  Hensey? 

Mr.  Hoover.  I  do  not  recall  that,  Mr.  Easby-Smith;  it  is  possible  that  he  did. 

Mr.  Easby-Smith.  You  do  not  of  course  mean  by  your  testimony,  to  the  effect  that 
you  were  asked  by' Mr.  Darneille  to  appraise  the  building,  that  Mr.  Darneille  invited 
you  to  act  as  one  of  the  three  appraisers? 

Mr.  Hoover.  He  asked  me  if  I  would  appraise  the  building  for  him.  That  "was 
his  question. 

Similarly,  in  answer  to  cross  examination  by  Mr.  Douglas,  at  page 
494  of  the  printed  record,  he  made  similar  answers. 

Will  you  now  state  first  whether  or  not  that  is  a  substantially  cor- 
rect statement  of  the  interview  which  you  had  with  Mr.  Hoover, 
and  if  not,  state  your  best  recollection  of  the  entire  transaction. 

Mr.  Darneille.  This  is  very  embarrassing  because  Mr.  Hoover 
has  been  a  long-time  personal  friend;  I  have  been  very  fond  of  him, 
and  I  was  never  more  surprised  in  my  life  when  on  my  sick  bed  I  read 
a  copy  of  his  testimony. 
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I  never  thought,  said,  or  dreamed  the  words  attributed  to  me 
there.     He  must  have  me  mixed  up  v?ith  somebody  else. 

Mr.  Easbt-Smith.  Will  you  state  whether  or  not  at  the  time  of 
your  visit  the  three  appraisers  had  already  been  appointed  and  had 
organized  as  such  * 

Mr.  Dakneille.  We  had  already  been  appointed  and  had,  I  think, 
two  meetings. 

f  Mr.  Easby-Smith.  Without  any  further  comments,  will  you  please 
state  the  circumstances  under  which  you  went  to  Mr.  Hoover  and  the 
conversation,  as  you  recall  it  ? 

Mr.  Daknehxe.  At  the  request  of  Mr.  Hensey  I  went  down  to  Mr. 
Hoover's  trust  company.  He  was  sitting  in  his  little  office.  I  said, 
"Good  morning,  Mr.  President."  He  said,  "Hello,  Brother  Dar- 
neiUe;  what  can  I  do  for  you  ?"  I  said,  "Mr.  Hensey  came  down  here 
to  see  you  and  found  you  at  a  funeral."  I  said,  "We  are  appraising 
the  Southern  BuUding  and  ground,  and  Mr.  Hensey  asks  as  a  favor 
if  you  will  give  him  your  value  of  the  ground  that  the  Southern  Build- 
ingis  on." 

He  thought  a  minute,  and  he  said,  ' '  Well,  DarneiUe,  I  should  say 
from  $22  to  $25  a  foot."  I  said,  "Oh,  my,  you  are  low."  He  said, 
"Well,  old  man,  I  don't  know  a  damned  thing  about  it." 

I  thanked  him  and  left.  And  that  is  every  word  that  transpired 
between  us.  So  he  must  have  gotten  me  mixed  with  somebody  else, 
I  do  not  know  who.  I  saw  him  only  the  once  from  some  time  in  Sep- 
tember until  I  saw  him  in  this  committee  room. 

Mr.  EASBT-SMrrH.  Will  you  state  whether  or  not  in  the  course  of 
your  meetings  you  and  the  other  two  appraisers  had  occasion  to  de- 
sire information  concerning  the  income  of  the  Southern  Building? 

Mr.  Dakneille.  We  did. 

Mr.  Easbt-Smith.  Will  you  state  what  of  your  own  knowledge  you 
or  any  other  of  the  appraisers  did  to  secure  this  information  ? 

Mr.  Dakneille.  We  figured  on  $45  a  foot  for  the  ground  and 
$975,000  for  the  building;  $50  a  foot  for  the  ground  and  $975,000  for 
the  building,  which  made  $85,600  over  the  two  million.  Mr.  Hensey 
said,  "Look,  Brother  Dameille,  don't  you  think  you  could  go  over 
to  the  Southern  Building  and  get  a  statement  from  them  as  to  their 
eaminw  capacity  ?" 

Mr.  Easbt-Smith.  Before  you  proceed  further  will  you  state  upon 
what  you  based  the  estimate  of  the  building  at  $975,000  ? 

Mr.  Dakneille.  Mr.  Lipscomb's  statement. 

Mr.  Easbt-Smith.  Did  you  take  part  in  any  computation  or  any 
appraisement  concerning  the  building  itself  ? 

Mr.  Dakneille.  I  simply  went  over  there  and  went  from  top  to 
bottom  and  looked  into  the  rooms  to  see  if  they  were  in  good  condi- 
tion, for  my  own  satisfaction. 

Mr.  Easbt-Smith.  Did  you  figure  at  aU  or  make  any  estimate  in 
your  own  mind  ? 

Mr.  Dakneille.  I  made  no  figures  whatever. 

Mr.  Easbt-Smith.  Will  you  state  whether  or  not  Mr.  Hensey  did, 
so  far  as  you  know? 

Mr.  Dakneille.  I  think  not. 

Mr.  Easbt-Smith.  Who  did  ? 

Mr.  Dakneille.  Mr.  Lipscomb. 
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Mr.  Easby-Smith.  What  did  you  and  Mr.  Hensey  do  concerning 
the  figures  submitted  by  Mr.  Lipscomb  ? 

Mr.  Darneille.  We  accepted  them  as  from  a  man  knowing  his 
business. 

Mr.  Easby-Smith.  When  you  went  to  the  Southern  Building 
whom  did  you  go  to  see  first  ? 

Mr.  Darneille.  I  went  to  see  some  young  man  on  the  second 
floor. 

Mr.  Easby-Smith.  What  was  his  name  ? 

Mr.  Darneille.  I  have  been  told  it  was  Thyson;  I  did  not  know 
it  at  the  time. 

Mr.  Easby-Smith.  To  what  office  did  you  go  ? 

Mr.  Darneille.  It  was  on  the  second  floor,  in  the  northern  part 
of  the  building,  right  off  from  the  elevators. 

Mr.  Easby-Smith.  Why  did  you  go  to  that  oSLce  ? 

Mr.  Darneille.  Because  I  had  been  there  the  year  before  when  I 
was  seeking  information. 

Mr.  Easby-Smith.  Whose  office  was  it  ? 

Mr.  Darneille.  The  manager  or  superintendent  of  the  building. 

Mr.  Easby-Smith.  Do  you  know  Mr.  Thyson  ?  He  is  not  here  now, 
I  thought  perhaps  he  was.     Do  you  know  him  ? 

Mr.  Darneille.  Yes;  I  have  met  him  since. 

Mr.  Easby-Smith.  Was  he  the  young  man  you  saw  ? 

Mr.  Darneille.  I  think  he  was. 

Mr.  Easby-Smith.  State  whether  or  not  you  got  any  information 
from  him. 

Mr.  Darneille.  He  said  he  could  give  me  no  figures  unless  I  saw 
Mr.  Charles  F.  Carusi,  on  the  fourth  flqor. 

Mr.  Easby-Smith.  Did  he  state  to  you  in  what  capacity  you  should 
see  Mr.  Carusi  ? 

Mr.  Darneille.  That  is  ah  he  said,  that  I  could  get  no  information 
except  on  instructions  from  Mr.  Carusi. 

Mr.  Easby-Smith.  Did  you  know  at  that  time  what  relation,  if 
any,  Mr.  Carusi  had  toward  the  Southern  Building,  or  its  owners  ? 

Mr.  Darneille.  I  thought  he  was  president  of  the  Southern 
Building  Corporation. 

Mr.  Easby-Smith.  You  did  go  to  Mr.  Carusi? 

Mr.  Darneill;e.  I  went  to  Mr.  Carusi. 

Mr.  Easby-Smith.  Will  you  examine  this  letter,  dated  October  25, 
1912,  signed  Charles  F.  Carusi,  and  appearing  at  page  62  of  the 
printed  record,  but  without  the  signature  being  printed  in  the  record, 
and  state  whether  or  not  that  is  the  origuial  letter  which  you  received 
from  Mr.  Carusi  ? 

Mr.  Darneille.  It  appears  to  be  the  original  letter  that  I  got  and 
took  back  to  the  committee. 

Mr.  Easby-Smith.  You  say  it  appears  to  be  ? 

Mr.  Darneille.  I  think  it  is. 

Mr.  Easby-Smith.  You  have  said  it  appears  to  be.  Do  you  loiow 
how  that  letter  came  into  my  custody  ?     Did  you  not  give  it  to  me  ? 

Mr.  Darneille.  No;  I  think  Mr.  Hensey  gave  it  to  you. 

Mr.  ^asby-Smith.  Did  not  you  hand  me  that  in  your  office  within 
the  last  two  weeks  ? 

Mr.  Darneille.  No;  I  did  not  give  you  that. 
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Mr.  Easby-Smith.  Have  you  seen  it  recently  in  Mr.  Hensey's 
possession  ^ 

Mr.  Dakneille.  I  have  seen  it  in  your  possession;  you  showed  it 
to  me. 

Mr.  Easby-Smith.  What  did  you  do  with  it  when  you  got  it?  To 
whom  did  j^ou  turn  it  over  ? 

Air.  Darneille.  I  turned  it  over  to  the  committee. 

Air.  Easby-Smith.  You  mean  Mr.  Hensey  and  Mr.  Lipscomb  ? 

Mr.  Darneille.  To  Air.  Hensey  and  Mr.  Lipscomb. 

Air.  Easby-Smith.  This  letter,  if  the  committee  please,  was  in- 
troduced liy  Col.  Judson,  he  having  produced  a  copy.  I  wUl  not  copy 
it  into  the  record  again,  but  I  simply  want  to  exnibit  it  to  the  com- 
mittee as  the  origuial  letter  of  which  Col.  Judson  introduced  a  copy. 

Air.  Darneille.  I  would  like  to  say  this,  that  when  I  went  to  see 
Mr.  Carusi 

Mr.  Easby-SmiTh  (interposing) .  Yes ;  I  want  you  to  state  now  in 
connection  with  that  letter  the  conversation  with  Mr.  Carusi. 

Mr.  Darneille.  When  I  went  to  see  Mr.  Carusi  I  told  him  what 
I  had  come  for.  He  went  out,  and  in  about  10  or  15  minutes  he 
came  back  and  called  a  stenographer  and  dictated  that  letter.  He 
said,  "Old  man,  do  you  mind  tellmg  me  what  basis  you  are  all  going 
on?"  I  said,  "Well,  wo  have  considered  S50  a  foot  for  the  ground 
and  $975,000  for  the  buUding."  He  said,  "What  does  that  make  it 
in  the  aggregate?"  I  said,  "$2,085,600."  He  said,  "I  think  you 
are  too  high  on  that;  I  think  you  ought  to  come  down;  that  is  too 
much."     Those  are  the  only  words  that  he  said  to  me. 

Mr.  Easby-Smith.  Did  you  know  at  that  time,  Mr.  Darneille,  that 
Air.  Carusi  was  connected  with  either  or  both  of  the  fire  insurance 
companies  ? 

Air.  Darneille.  I  did  not  know  there  were  any  fire  insurance  com- 

Sanies  connected  with  the  building,  and  did  not  know  there  was  a 
National  or  a  Commercial  Fire  Insurance  Co.  in  the  city.  I  had  not 
kept  up  with  that  line. 

Mr.  Easby-Smii^h.  After  having  received  the  letter  from  Mr.  Carusi 
which  has  just  been  introduced,  will  you  state  whether  or  not  you 
had  a  further  consultation  or  consultations  with  Messrs.  Hensey  and 
Lipscomb  ? 

Air.  Darneille.  Yes,  sir.  I  took  it  back  to  Air.  Hensey's  office. 
They  \\eie  waiting  for  me.  Air.  Hensey  acted  as  statistician,  and 
he  went  over  and  figured  the  thing  out.  I  went  over  and  saw  that 
his  figures  were  correct,  and  I  think  Lipscomb  did.  Then  we  agreed 
on  the  S2, 000, 000  for  the  building  and  ground. 

Air.  Easby-Sjiith.  To  what  extent  were  you,  and  if  you  know,  to 
what  extent  were  the  other  appraisers  affected  by  this  statement  of 
the  income  of  the  building  ? 

Air.  Darneille.  None  whatever. 

Air.  Easby-Smith.  As  I  understand  your  appraisement  at  $45 
a  foot  made  the  building  and  ground  worth  a  trine  under  $2,000,000, 
and  putting  it  at  $50  a  foot  made  it  a  trifle,  as  compared  with  the 
general  value,  over? 

Mr.  Darneille.  $24  less  than  two  million  at  the  $45  r»te  and 
$85,600  at  the  $50  rate  over  two  million. 

Air.  Easby-Smith.  And  having  received  this,  and  seeing  there 
was  a  5  per  cent  income  on  $2,000,000,  you  practically  split  the 
difference  in  favor  of  the  income  proposition. 
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Mr.  Daeneille.  $2,000,000  on  its  earning  basis. 

Mr.  Easby-Smith.  I  observe  that  this  letter  is  dated  October  25, 
and  you  stated  it  was  dictated  in  your  presence.  Was  it  delivered 
to  you  then  and  there  ? 

Mr.  Darneille.  It  was. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  the  conference, 
which  you  have  just  described  between  you  and  Messrs.  Hensey 
and  Lipscomb,  occurred  on  the  very  day  that  you  received  that  letter, 
or  later  ? 

Mr.  Darneille.  We  went  over  it  and  we  had  a  meeting  the  next 
day  and  talked  over  it  further,  and  the  next  day,  and  then  decided. 

Mr.  Easby-Smith.  I  show  you  a  letter  dated  Washington,  October 
28,  addressed  to  the  superintendent  of  insurance,  signed  H.  H. 
DarneiUe,  Alexander  T.  Hensey,  and  William  P.  Lipscomb,  which 
appears  printed  in  the  record  at  the  end  of  the  report  of  the  First 
National  Fire  Insurance  Co.,  this  print  of  this  letter  beginning  at  the 
bottom  of  page  51  of  the  printed  record,  and  I  ask  you  to  state 
whether  or  not  the  signature  of  H.  H.  Darneille  is  your  signature. 

Mr.  Darneille.  That  is  my  signature. 

Mr.  Easby-Smith.  Can  you  state  whether  from  observation  or 
knowledge  of  their  writing  that  those  of  Mr.  Hensey  and  Mr.  Lipscomb 
are  their  genuine  signatures  ? 

Mr.  Darneille.  They  are  their  genuine  signatures,  because  I  saw 
them  sign  it. 

Mr.  Easby-Smith.  They  signed  that  in  your  presence? 

Mr.  Darneille.  Yes,  sir. 

Mr.  Easby-Smith.  WiU  you  state  whether  or  not  you  and  the  other 
two  appraisers  signed  more  than  one  copy  ? 

Mr.  Darneille.  We  signed,  I  think,  five  or  six;  five,  anyhow. 

Mr.  Easby-Smith.  Do  you  know  for  what  purpose  or  purposes  ? 

Mr.  Darneille.  No;  we  were  simply  asked  to  sign  them. 

Mr.  Easby-Smith.  Who  asked  you  to  sign  several  copies  ? 

Mr.  Darneille.  Mr.  Ingham  asked  us — he  asked  me  and  I  signed 
them. 

Mr.  Easby-Smith.  Will  you  examine  that  and  state  whether  or  not 
that  is  in  fact  either  the  original  or  a  duplicate  original  of  the  actual 
appraisal  made  and  signed  by  the  three  appraisers  ? 

Mr.  Darneille.  Yes,  sir;  that  is  an  absolute  original  or  copy  of 
the  original. 

Mr.  Easby-Smith.  I  shall  not  ask  that  this  be  printed.  It  is 
already  printed  in  the  record  at  the  place  indicated,  but  I  submit  it  to 
the  committee  if  they  desire  to  inspect  it. 

At  this  point,  Mr.  Darneille,  I  should  like  you  to  explain  to  the 
committee  the  basis  upon  which  you  fixed  the  value  of  the  ground 
under  the  Southern  Building  at  $45  per  foot. 

Mr.  Darneille.  All  the  relative  values  in  that  neighborhood  war- 
ranted it.     That  is  the  reason. 

Mr.  Easby-Smith.  Will  you  state  more  in  detail  the  prices,  values, 
and  relative  values  of  ground  in  that  immediate  vicinity  ? 

Mr.  Darneille.  The  northeast  corner  of  Fourteenth  and  H  Streets 
sold  for  $51.44  a  foot. 

Mr.  Easby-Smith.  The  northeast  corner — I  understand  it  is  the 
northeast  corner  that  we  have  here. 

Mr.  Darneille.  I  said  at  Fourteenth  and  H  Streets. 
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ilr.  Easby-Smith.  Oh,  Fourteenth  and  H. 

Mr.  Dakneille.  Yes,  sir;  at  the  northwest  corner  they  have 
refused,  I  am  reliably  informed,  $60  a  foot.  Inside  ground  along 
there,  from  the  best  information  I  could  obtain,  can  not  be  gotten 
under  S30  a  foot.  A  year  ago  when  I  was  assessing  the  Southern 
Building  I  inquired,  and  they  told  me  $25  a  foot  for  the  only  vacant 
piece  of  ground  along  there.  Two  agents  that  had  it  told  me  it  could 
not  be  bought  for  less  than  $25  a  foot.  All  the  property  on  both  sides 
of  Fifteenth  Street  between  the  Avenue  and  H  Street,  inside  lots,  you 
can  not  buy  for  less  than  $40  a  foot. 

Mr.  Easbt-Smith.  Mr.  Darneille,  will  you  state,  if  you  can,  for  the 
enlightenment  of  the  committee,  based  upon  your  experience  of  seven 
years  as  assessor  of  taxes  for  the  District  of  Columoia,  the  relation 
which  the  assessed  valuation  of  business  property  in  the  District  of 
Columbia  generally  bears  to  the  commercial  value  of  the  property, 
taking  it  now  as  a  general  proposition,  if  you  can  state  it  ? 

Mr.  Darneille.  I  have  not  watched  the  assessment  books  in  the 
last  six  years,  so  I  could  not  tell  you. 

Mr.  Easbt-Smith.  Will  you  state,  if  you  can,  that  relation  as  it 
existed  during  the  seven  years  when  you  were  tax  assessor  ? 

Mr.  Dabneu-le.  After  the  act  of  1902  I  made  as  honest  an  effort 
as  possible  to  "et  the  properties  up  to  two-thirds  of  their  real  value. 

Mr.  Easby-Smith.  Did  you  in  that  effort  consider  the  words  "real 
value  "or  ''true  value,"  as  used  in  the  statute — the  commercial  value? 

Mr.  Dahxeille.  The  market  value. 

Mr.  Easby-Smith.  The  market  value — the  commercial  value. 

Mr.  Dakneille.  What  a  willing  purchaser  and  a  willing  seller 
would  agree  upon. 

Mr.  Easby-Smith.  But  in  arriving  at  two-thirds  of  that  real  or 
tnie  value — in  other  words,  in  arriving  at  the  real  or  true  value  from 
which  you  would  take  the  two-thirds — will  vou  state  whether  or  not 
you  considered  the  element  of  income  which  was  being  produced  by 
the  property'  ? 

Mr.  Daeneille.  In  a  good  many  cases;  yes. 

Mr.  Easby-Smith.  Do  you  think  that  that  is  a  proper  element  to 
be  considered  by  the  tax  assessors  ? 

Mr.  Dakneille.  I  think  so.  I  think  what  is  best  for  a  business 
man  to  investigate  is  best  for  the  assessors  to  investigate.  But  I  will 
say  that  it  is  very  hard  for  the  assessor  to  obtain  that  information. 
When  I  was  assessing  for  the  New  York  State  department  I  had  very 
little  trouble  in  gettmg  information.  When  I  was  assessing  for  the 
local  department  I  found  there  were  a  great  many  clans  in  this  citjy. 

Mr.  Easby-Smith.  When  you  were  tax  assessor  and  were  actively 
engaged  in  viemng  and  assessing  property  together  with  your  assist- 
ants, in  what  manner  did  you  reach  a  valuation  of  improvements  on 
property  as  distinguished  from  the  ground  ?■ 

Mr.  D.\EXEiLLE.  Where  there  were  new  buildings,  we  went  after 
the  architects  and  builders  and  got  what  information  we  could.  We 
liad  for  a  time  a  builder  on  the  board,  and  we  did  the  best  we  could. 
As  to  old  buildings  we  would  sometimes  strike  off  an  amount  for 
obsolescence,  but  we  generally  treated  them  or  let  them  go  as  we 
found  them. 

Mr.  Easby-Smith.  In  other  words,  you  mean  by  that  if  you  found 
that  improvements  had  been  assessed  prior  to  your  incumbency  of 
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office  you  would  either  take  the  valuation  as  you  found  it  by  former 
assessors  or  you  would  take  that  valuation  and  subtract  from  it  a 
certain  amount  for  obsolescence? 

Mr.  Darneille.  Yes. 

Mr.  Easby-Smith.  Did  you  at  that  time  apply  to  that  taking  off 
the  term  "  obsolescence  "  ? 

Mr.  Dakneille.  No;  we  simply  took  it  off  for  depreciation,  as  we 
called  it. 

Mr.  Easbt-Smith.  Depreciation? 

Mr.  Darneille.  Yes. 

Mr.  Easbt-Smith.  When  was  the  word  "obsolescence"  added  to 
your  vocabulary  ? 

Mr.  Darneille.  Oh,  I  have  heard  it  for  years.  I  do  not  know  just 
when. 

Mr.  Easby-Smith.  Did  you  ever  hear  it  as  applied  to  the  deprecia- 
tion of  a  building  until  tms  investigation  ? 

Mr.  Darneille.  A  new  building,  no. 

Mr.  Easby-Smith.  Any  building  ?  Did  you  ever  hear  the  word 
"obsolescence"  used  in  tnat  connection? 

Mr.  Darneille.  No;  I  do  not  think  I  ever  did. 

Mr.  Easby-Smith.  So  what  you  meant  was  that  if  a  building  which 
had  previously  been  assessed  at  practically  its  true  value  was  old 
enough 

Mr.  Darneille  (interposing).  Well,  we  knew  it  never  had  been — 
the  only  board  that  ever  came  near  assessing  at  the  true  value  was  the 
Dawson  board,  which  was  fired  by  act  of  Congress  and  a  new  board 
substituted,  of  which  the  present  board  is  the  successor. 

Mr.  Easby-Smith.  The  Dawson  board  ? 

Mr.  Darneille.  The  Dawson  board 

Mr.  Easby-Smith.  What  was  the  Dawson  board  ? 

Mr.  Darnielle.  They  were  a  board  of  assistant  assessors  ap- 
pointed, and  they  appraised  things  practically  at  about  what  they 
cost. 

Mr.  Easby-Smith.  During  what  period,  Mr.  Darnielle;  and  why 
do  you  call  it  the  Dawson  board  ? 

Mr.  Darnielle.  That  was  the  name  of  the  chairman  of  the  board. 

Mr.  Easby-Smith.  Was  that  prior  to  your  incumbency  ? 

Mr.  Darnielle.  That  was  prior  to  my  incumbency. 

Mr.  Easby-Smith.  State  about  the  period  that  the  Dawson  board 
was  in  office. 

Mr.  Darnielle.  I  think  the  Dawson  board  was  in  in  1891, 1892,  and 
1893.  The  act  of  1894  put  them  out  and  created  this  present  board 
of  permanent  assistant  assessors. 

Mr.  Easby-Smith.  Do  you  want  to  state  from  your  personal  knowl- 
edge, as  gained  from  your  official  position,  that  during  the  incum- 
bency of  the  Dawson  board  they  had  come  nearer  a  true  assessment 
than  any  other  board  either  before  or  since  then  ? 

Mr.  Darnielle.  Nearer  the  real  value  of  everything. 

Mr.  Easby-Smith.  Nearer  the  real  value  ? 

Mr.  Darnielle.  Yes,  sir. 

Mr.  Easby-Sshth.  In  making  that  statement  do  you  mean  that 
they  assessed  higher  or  lower  than  has  been  the  case  previously  and 
subsequently  ? 
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Mr.  Daenielle.  Higher  than  anybody  had  ever  assessed  before  or 
since. 

Mr.  Easby-Smith.  You  say  it  was  the  act  of  1894  that  put  that 
board  out  of  business  ? 

Mr.  Darneille.  The  act  of  1894. 

Mr.  Easby-Smith.  Was  that  the  act  under  which  you  operated 
after  you  became  tax  Assessor  and  chairman  of  the  board  ? 

Mr.  Darneille.  I  operated  up  to  July  2,  1902,  under  that.  The 
act  of  1902  provided  that  thereafter  we  shoiild  assess  at  not  less  than 
two-thirds  of  the  real  value  and  one  and  a  half  per  cent  tax  on  that 
assessment. 

Mr.  Easby-Smith.  State  for  us  briefly  what  was  the  condition  of 
law  prior  to  that;  what  were  they  required  to  do? 

Mr.  Darneille.  They  were  supposed  to  assess  on  the  true  value. 

Mr.  Easby-Smith.  Do  you  know  anything  about  the  reasons  or 

Erocedure  which  led  to  the  repeal  of  the  law  under  which  the  Dawson 
oard  acted  ? 

Mr.  Darneille.  There  was  such  a  howl  by  the  owners  in  Washing- 
ton that  they  had  to  change  the  law. 

Mr.  Easby-Smith.  By  alt  the  owners,  or  some  of  the  owners  ?  Can 
you  distinguish  between  any  class  of  owners  so  far  as  the  howl  you 
mention  was  concerned? 

Mr.  Darneille.  Well,  Mr.  Stellwagen,  Mr.  Bell,  Mr.  Glover,  Mr. 
Edson,  and  that  coterie. 

Mr.  Easby-Smith.  According  to  your  personal  knowledge,  did 
those  men  take  an  active  part  m  securing  the  repeal  of  the  law  you 
have  mentioned  ? 

Mr.  Darneille.  I  understand  they  claim  credit  for  it. 

Mr.  Easby-Smith.  Tell  us  upon  what  you  base  your  understanding 
to  that  effect. 

Mr.  Darneille.  I  have  heard  it  ever  since  I  was  assessor. 

Mr.  Easby-Smith.  Did  you  hear  it  while  you  were  assessor  ? 

Mr.  Darneille.  Yes. 

Mr.  Easby-Smith.  Did  you  hear  it  simply  as  street  rumor,  or  was 
it  common  knowledge  ? 

Mr.  Darneille.  Common  knowledge  in  the  office. 

Mr.  Easby-Smith.  Do  you  know,  of  your  personal  knowledge,  any- 
thing which  any  of  them  did  to  bring  about  the  passage  of  the  law 
repealing  the  prior  law  ? 

Mr.  Darneille.  I  do  not. 

Mr.  Easby-Smith.  There  has  been  a  good  deal  of  testimony  pro- 
duced here  in  response  to  inquiries  of  various  witnesses  as  to  whether 
or  not  they  ever  knew  or  heard  of  any  other  business  property  ia 
Washington  enhancing  two  and  one-half  times  in  value  within  four 
years,  and  I  think  all  the  answers  have  been  in  the  negative.  Will 
you  state  whether  or  not  you  know  of  any  business  property  that  has 
enhanced  two  and  one-half  times  in  four  years  ? 

Mr.  Darneille.  There  has  never  been  any  condition  such  as 
exists — — 

Mr.  Easby-Smith  (interposing).  Just  answer  that  yes  or  no. 

Mr.  Darneille.  No  ;  I  do  not  know  of  any  other  property. 

Mr.  Easby-Smith.  WiU  you  state  whether  or  not  there  is  any  sec- 
tion of  four  corners  in  the  District  of  Columbia  in  which  the  availa- 
bility for  business  purposes  of  real  estate  has  enhanced  as  at  the  four 
corners  of  Fifteenth  and  H  Streets  ? 
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Mr.  Darneillb.  No  such  condition  in  ray  40  years'  experience  in 
Washington  has  ever  existed  as  exists  at  the  corner  of  Fifteenth  and 
H  Streets  and  thereabouts. 

Mr.  Easby-Smith.  I  direct  your  attention  to  the  four  corners  at 
Fourteenth  and  G  Streets  NW.,  and  I  direct  your,  particular  atten- 
tion first  to  the  southeast  corner  known  as  the  Small  corner. 

Mr.  Daeneille.  Yes. 

Mr.  Easby-Smith.  WUl  you  please  state  what  in  your  opinion  is 
the  present  value  of  that  corner  per  square  foot,  and  state  the  grounds 
upon  which  you  base  that  opinion. 

Mr.  Dakneille.  Mr.  Stellwagen  and  his  company  are  negotiating 
.  at  present  with  the  new  Federal  National  Bank — — 

Mr.  Easby-Smith  (interposing).  Which  occupies  those  premises. 

Mr.  Dakneille.  Which  has  recently  taken  them.  They  are 
wranghng  as  between  $85  a  foot  and  $90. 

Mr.  Easby-Smith.  Do  you  know  what  it  is  held  at  ? 

Mr.  Dakneille.  $90. 

Mr.  EASBY-SMi5rH.  Do  you  know  whether  or  not  Mr.  Stellwagen 
on  behalf  of  the  Federal  Bank  has  offered  $85  per  square  foot  for  it  ? 

Mr.  Dakneille.  I  understand  he  has. 

Mr.  Easby-Smith.  And  they  are  wrangling  between  the  two 
figures  ? 

Mr.  Daeneille.  I  am  reliably  so  informed. 

Mr.  Easby-Smith.  Can  you  carry  your  mind  back  so  as  to  be  able 
to  give  us  an  opinion  of  any  value,  and  state  what  in  your  opinion  was 
the  value  of  that  comer  per  square  foot  on  the  1st  of  January,  1909, 
or  thereabouts — four  years  ago  ? 

Mr.  Daeneille.  About  $45  to  $50  a  foot. 

Mr.  Easby-Smith.  So  that  in  your  opinion  it  has  doubled  in  value 
in  those  four  years  1 

Mr.  Daeneille.  According  to  the  asking  price  it  has. 

Mr.  Easby-Smith.  Will  you  state  now,  Mr.  Darneille,  whether  or 
not  there  has  been  any  improvement  at  the  four  corners  of  Fourteenth 
and  G  Streets  within  four  years  ? 

Mr.  Daeneille.  None  whatever,  to  my  knowledge,  any  more  than 
nainor  repairs. 

Mr.  Easby-Smith.  I  beheve  I  remember  personally  having  charge 
of  the  legal  end  of  it  for  the  builder,  that  the  Commercial  National 
Bank  added  a  very  small  addition  to  its  building  on  the  northwest 
corner. 

Mr.  Daeneille.  That  I  considered  minor  repairs. 

Mr.  Easby-Smith.  Leaving  that  aside,  has  there  been  anything 
done  in  the  way  of  building  improvements  ? 

Mr.  Daeneille.  I  think  not. 

Mr.  EaSby-Smith.  Do  you  know  whether  or  not  any  substantial 
business  has  left  the  corner  of  Fourteenth  and  G  Streets  or  thereabouts 
within  the  last  four  years;  and  if  so,  relate  such  of  those  as  occur  to 
you. 

Mr.  Dakneille.  Henry  Small  &  Sons. 

Mr.  Easby-Smith.  Who  occupied  that  building  we  are  talking 
about  ? 

Mr.  Dakneille.  Who  had  occupied  that  building. 

Mr.  Easby-Smith.  Where  did  they  go  ? 

Mr.  Dakneille.  They  have  gone  up  to  the  corner  of  Fifteenth  and 
H  Streets. 
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Mr.  Easby-Smith.  In  the  Woodward  Building? 

Mr.  Daeneille.  In  the  Woodward  Building. 

Mr.  Easby-Smith.  Who  else,  if  you  remember,  has  left  that  neigh- 
borhood ? 

Mr.  Daeneille-.  W.  B.  Hibbs  &  Co.  have  left  that  neighborhood 
and  gone  vm  on  Fifteenth  Street,  just  south  of  Small's.  Swartzell, 
Rheem  &  Hensev  have  left  F  Street 

Mr.  Easby-Smith  (interposing).  No,  confine  yourself ,  if  you  please, 
to  the  immediate  corner  of  Fourteenth  and  G  Streets. 

Mr.  Daeneille.  Well,  Mr.  Hibbs  was  on  F  Street  between  Four- 
teenth and  Fifteenth  Streets. 

Mr.  Easby-Smith.  Eliminate  him.  You  mentioned  Mr.  Small.  To 
refresh  your  recollection  I  Avill  mention  the  real  estate  firm  of  Moore 
&  Hill. 

Mr.  Daeneille.  Yes. 

Ml-.  Easby-Smith.  I  believe  they  occupied  premises 

Ml-.  Daeneille  (interposing).  Right  across  the  street  from  Small's, 
just  east  of  the  Colorado  Building. 

Mr.  Easby-Smith.  Where  have  they  gone? 

Mr.  Daeneille.  They  have  gone  in  the  Woodward  Building. 

Mr.  Easby-Smith.  The  southeast  corner  of  Fifteenth  and  H 
Streets  ? 

Mr.  Daeneille.  At  Fifteenth  and  H  Streets. 

Mr.  Easby-Smith.  Do  you  recall  any  others  who  have  left  that 
immediate  neighborhood  ? 

Mr.  Daeneille.  No,  I  can  not  tell  when  they  left  that  immediate 
neighborhood. 

Mr  Easby-Smith.  Did  not  the  United  States  Trust  Co.  leave 
there  ? 

Mr.  Daeneille.  Oh,  yes. 

Mr.  Easby-Smith.  Where  did  they  go? 

Mr.  Daeneille.  They  have  gone  up  to  the  Southern  Building,  at 
the  northeast  corner  of  Fifteenth  and  H  Streets. 

Mr.  Easby-Smith.  Has  anybody  come  to  the  corner  of  Fourteenth 
and  G  Streets  in  the  last  four  years  from  any  other  section  ? 

Mr.  Daeneille.  Nobody  but  the  Federal  National  Bank. 

Mr.  Easby-Smith.  How  long  had  the  Small  Building  been  vacant 
prior  to  the  Federal  Bank  taking  it  the  other  day  ? 

Mr.  Daeneille.  Ever  since  Mr.  Small  left  it  the  lower  portion 
of  it  has  been  vacant.  The  upper  part  has  been  rented  to  the  Gov- 
ernment, and  occupied  by  the  offices  of  the  Auditor  for  the  State 
and  Other  Departments,  I  believe. 

Mr.  Easby-Smith.  Can  you  state  anything  within  your  range  of 
observation  or  knowledge  which  would  tend  to  show  that  the  corner 
of  Fourteenth  and  G,  any  one  of  those  corners,  has  become  more 
available  for  business  or  other  properties  within  the  last  four  years  ? 

Mr.  Daeneille.  No,  sir;  they  have  not,  in  my  judgment. 

Mr.  Easby-Smith.  Notwithstanding  that  the  market  value  of  the 
Small  corner  has  in  your  opinion  increased  from  145  to  $90  per  foot? 

Mr.  Daeneille.  Yes. 

Mr.  Easby-Smith.  Can  you  refer  to  any  other  location  in  the 
District  of  Columbia  where  there  has  been  any  substantial  increase 
in  availability  of  property  at  all  comparable  to  the  four  corners  of 
Fifteenth  and  H  Streets  ? 
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Mr.  Dakkeille.  None  whatever. 

Mr.  Easbt-Smith.  As  a  real  estate  expert,  and  basing  your  opinion  • 
upon  your  experience  of  seven  years  as  tax  assessor,  and  of  your  busi- 
ness since  then  in  valuing  real  estate,  are  you  at  all  surprised  that  the 
property  at  the  four  comers  of  Fifteenth  and  H  Streets  shovdd  have 
advanced  two  and  a  half  times  in  value  within  the  past  four  years  ? 

Mr.  Darneille.  Not  considering  conditions,  although  I  do  not 
consider  myself  as  absolute  expert  on  real  estate.  What  I  do  claim 
is  a  general  knowledge  of  real  estate  business  in  Washington  and  the 
ability  to  find  out  what  I  do  not  know. 

Mr.  Easby-Smith.  How  do  you  go  about  finding  .that  out  ? 

Mr.  Darneille.  By  seeking  information  from  people  who  I  believe 
do  know. 

Mr.  Easby-Smith.  Do  you  desire  to  make  any  further  statement 
to  the  committee  as  showing  any  further  basis  for  your  appraisal 
of  the  ground  there  at  Fifteenth  and  H  Streets  ? 

Mr.  Darneille.  The  Union  Trust 'Co.  started  out  and  built  that 
buHding,  moved  in  there  and  left  F  Street.  Thomas  J.  Fisher  &  Co. 
left  F  Street  and  have  gone  in  that  neighborhood,  R.  W.  Walker  & 
Sons  have  gone  to  that  neighborhood.  W.  B.  Hibbs  &  Co.,  formerly 
on  F  Street,  have  gone  to  that  neighborhood.  Swartzell,  Rheem  & 
Hensey,  of  F  Street,  have  gone  to  that  neighborhood.  Saunders  & 
Co.,  or  F  Street,  have  gone  to  that  neighborhood.  Small,  who  con- 
siders his  property  worth  between  $85  and  $90  a  foot,  gave  that  up 
and  chose  Fifteenth  and  H  Streets  as  a  better  location.  And  many 
others,  all  of  which  would  indicate  to  my  mind  a  vast  increase  in  the 
value  of  property  in  that  locality. 

Mr.  Easby-Smith.  Passing  now  from  that,  Mr.  Darneille,  and 
going  back  chronologically  to  the  sequence  of  events,  I  would  like 
you  to  state  what  you  did  with  this  signed  appraisement  after  you 
and  the  other  appraisers  signed  it;  and,  prefacing  that  question,  I 
will  ask  you  whether  or  not  you  know  where  Mr.  Ingham  was  between 
the  time  when  he  appointed  the  appraisers  and  the  time  that  the 
appraisement  was  in  fact  completed. 

Mr.  Darneille.  I  do  not  know  whether  he  was  in  Birmingham  or 
Atlanta,  but  he  was  somewhere  down  South.  When  he  telephoned 
me  and  asked  me  to  see  these  gentlemen  he  told  me  he  was  in  a  rush 
to  go  South  on  business. 

Mr.  Easby-Smith.  That  was  at  the  time  he  appointed  you  ? 

Mr.  Darneille.  Yes. 

Mr.  Easby-Smith.  When  you  completed  and  signed  that  ap- 
praisal, what,  if  anything,  do  you  know  as  to  his  whereaboiits,  m 
Washington  or  elsewhere  ? 

Mr.  Darneille.  I  called  up  the  office  and  found  Mr.  Ingham  had 
not  returned. 

Mr.  Easby-Smith.  When  did  you  do  that  ? 

Mr.  Darneille.  On  the  29th  day  of  October,  1912. 

Mr.  Easby-Smith.  Was  that  the  day  after  you  signed  this  appraisal  ? 

Mr.  Darneille.  No;  we  did  not  sign  it  until  the  29th.  I  finished 
that  at  night  on  the  28th. 

Mr.  Easby-Smith.  And  dated  it  that  day  ? 

Mr.  Darneille.  Yes. 

Mr.  Easby-Smith.  And  signed  it  the  next  day  ? 

Mr.  Darneille.  Signed  it  the  next  day. 
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Mr.  Easby-Smith.  As  I  understand,  you  called  Mr.  Ingham  up  at 
his  office  ? 

Mr.  Daeneille.  At  his  office. 

Mr.  Easby-Smith.  What  information  was  given  to  you  ? 

Mr.  Darxeille.  That  he  was  not  in  town  and  would  not  be  for 
several  days. 

Mr.  Easby-Smith.  What,  if  any,  understanding  did  you  have  with 
Mr.  Ingham  on  the  one  hand  and  with  Mr.  Hensey  and  Mr.  Lipscomb 
on  the  other  hand  as  to  the  fees  to  be  paid  for  appraismg  this  property  ? 

Mr.  Darneille.  They  way  that  was  done,  I  said:  "Gentlemen, 
you  know  the  fee  for  appraisals  in  Washington  is  SIO  a  day."  Mr. 
Hensey  said,  yes,  he  was  aware  of  that,  and  it  was  just  simply  under- 
stood that  that  was  the  case. 

Mr.  Easby-Smith.  When  you  came  to  make  up  your  final  appraisal 
and  had  m  fact  signed  it ,  what,  if  anything,  occurred  between  you  as  to 
the  matter  of  fees  to  be  received  ?  In  other  words,  how  did  you  come 
at  the  amount  of  fees  to  be  paid  to  each  of  you  ? 

Mr.  Darxeille.  We  took  according  to  the  days  we  had  served,  and 
bills  were  made  out  and  signed,  and  I  put  the  appraisal  sheets 

Mr.  Easby-Smith  (interposing).  Just  a  moment.  How  much  did 
you  figure  out  Mr.  Lipscomb  had  served  ? 

Mr.  Darneille.  Five  days. 

Mr.  Easby-Smith.  And  how  about  Mr.  Hensey  ? 

Mr.  Darneille.  Five  days. 

Mr.  Easby-Smith.  And  yourself  ? 

Mr.  Darneille.  Ten  days. 

Mr.  Easby-Smith.  And  in  what  amounts  did  you  make  the  respec- 
tive bills  ? 

Mr.  Darneille.  $50,  $50,  and  $100. 

Mr.  Easby-Smith.  That  is,  $50  for  Mr.  Hensey,  $50  for  Mr.  Lips- 
comb, and  $100  for  yourself? 

Mr.  Darxeille.  And  a  hundred  for  myself;  yes. 

Mr.  Easby-Smith.  Who  wrote  out  those  bills  1 

Mr.  Darxeille.  I  did. 

Mr.  Easby-Smith.  Where  ? 

Mr.  Darneille.  In  my  office. 

Mr.  Easby-Smith.  What  did  you  do  with  them  first  after  having 
written  them  up  ? 

Mr.  Darneille.  I  carried  them  around  to  Mr.  Hensey's  office,  at 
our  meeting  of  the  29th,  and  they  signed  them. 

Mr.  Easby-Smith.  In  other  words,  they  receipted  for  these  bills? 

Mr.  Darneille.  Receipted  for  the  bills. 

Mr.  Easby-Smith.  After  having  done  that,  as  I  understand,  you 
called  Ml'.  Ingham  up  and  found  he  was  out  of  town  ? 

Mr.  Darneille.  No;  I  called  him  up  before  that  and  found  he  was 
out  of  town,  before  I  went  around  to  Mr.  Hensey's  office. 

Mr.  Easby-Smith.  Then  what  did  you  do? 

Mr.  Darneille.  Then  we  signed  them,  and  Mr.  Hensey  said, 
"What  had  we  better  do  with  them?  I  guess  we  had  better  turn 
them  over  to  Brother  Darneille,  and  he  will  see  that  they  get  to  Mr. 
Ingham." 

Mr.  Easby-Smith.  Wait  a  minute.  Have  you  any  copy  of  those 
bills? 

Mr.  Darneille.  I  have  not. 
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Mr.  Easbt-Smith.  Do  you  know  to  whom  they  ran  ? 

Mr.  Darneille.  I  have  forgotten. 

Mr.  Easby-Smith.  How  did  you  make  them  out  ? 

Mr.  Darneiixe.  I  have  forgotten.  I  think  they  were  made  to 
the  superintendent  of  insurance. 

Mr.  Easby-Smith.  I  would  like  to  state  for  the  information  of  the 
committee  at  this  time  that  I  have  asked  the  insurance  companies  to 
produce  if  possil3le  the  original  bills  which  were  presented  for  this 
matter.  Upon  investigation  they  find  that  they  have  the  voucher 
checks  which  went  to  these  several  gentlemen,  $100  being  paid  by 
one  company  and  $100  by  the  other  company;  but  that  upon  the 
return  through  the  bank  of  the  voucher  checks  the  original  bills  have 
been  put  away  somewhere,  and  I  have  not  been  able  to  produce 
them;  otherwise  I  should. 

If  the  committee  want  the  voucher  checks  I  have  no  doubt  you  can 
obtain  them  very  readily,  can  you,  Mr.  Tuttle,  the  voucher  checks 
which  went  through  the  banks?  I  have  seen  them,  so  I  know  you 
can  get  them. 

Mr.  Tuttle.  I  suppose  so. 

Mr.  Easby-Smith.  You  say,  Mr.  Darneille,  you  did  not  keep  any 
copy  of  those  bills  which  you  made  out? 

Mr.  Darneille.  No.     We  all  signed  them  at  Mr.  Hensey's  office. 

Mr.  Easby-Smith.  Having  made  out  the  bills  and  having  them 
receipted,  what  did  you  do  with  themr? 

Mr.  Darneille.  1  took  them  over  and  gave  them  to  Mr.  Carusi, 
in  the  Southern  Building. 

Mr.  Easby-Smith.  Why  did  you  take  them  to  him  ? 

Mr.  Darneille.  Because  Mr.  Ingham  told  me  anything  I  wanted 
to  find  out  to  see  Mr.  Carusi.  I  knew  he  was  president  of  the  South- 
ern Building  Corporation,  or  thought  he  was.  I  knew  the  bills  would 
be  no  good  without  the  approval  of  the  superintendent  of  insurance, 
so  I  took  them  over  and  left  them  with  him  to  give  to  Mr.  Ingham. 

Mr.  Easby-Smith.  At  the  time '  you  made  the  appraisement  and 
submitted  the  bills  to  Mr.  Carusi  did  you  know  anything  about  the 
tiansfer  of  the  title  of  the  property  from  the  Southern  Building  Cor- 
poration to  the  insurance  companies  ? 

Mr.  Darneille.  I  had  no  idea  on  earth  of  any  transfer  until  I  got 
my  check  and  I  saw  it  was  signed  by  Mr.  Wynne  as  president  of  the 
First  National  Fire  Insurance  Co.  and  Mr.  Davis,  assistant  secretaiy 
or  secretary,  or  something. 

Mr.  Easby-Smith.  You  received  a  check  for  $100  ? 

Mr.  Darneille.  A  check  for  a  hundred  dollars. 

Mr.  Easby-Smith.  Do  you  know  whether  or  not  the  other  two  gen- 
tlemen received  checks  for  $50  each;  and  if  so,  how  they  received 
them  ? 

Mr.  Darneille.  By  mail;  they  got  their  checks  by  mail. 

Mr.  Easby-Smith.  >Mr.  Hensey,  if  I  recollect  correctly,  stated,  m  his 

testimony,  that  his  recollection  was  that  he  had  signed  such  a  receipt 

as  has  been  described  by  you  and  that  you  brought  him  back  his  check, 

though  he  said  he  had  a  very  faint  recollection  of  it.     Did  you  take 

'  him  back  his  check  ? 

Mr.  Darneille.  I  never  saw  his  check. 

Mr.  Easby-Smith.  As  far  as  you  know,  it  went  to  him  by  mail  oi  by 
other  means  than  through  you  ? 
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Mr.  Darneille.  He  told  me  after  he  made  that  statement  that  he 
remembered  he  got  it  by  mail. 

Mr.  Easbt-Smith.  Was  the  manner,  the  method,  the  amount  of  the 
payment  to  you  different  in  any  respect  from  the  payments  which  had 
been  made  previously  for  the  several  appraisements  which  you  had 
made  for  the  insurance  department  ? 

Mr.  Daeneille.  None  whatever. 

Mr.  Easbt-Smith.  What  did  you  do  when  you  went  over  with  the 
bUls  ?     What  did  you  do  with  the  appraisal  which  you  had  signed  ? 

Mr.  Darneille.  I  turned  them  over  to  Mr.  Carusi  for  Mr.  Ingham. 

Mr.  Easbt-Smith.  For  Mr.  Ingham  ? 

Mr.  Darneille.  Yes,  sir. 

Mr.  Easbt-Smith.  When  next,  if  you  remember,  was  your  attention 
called  to  the  appraisal  and  by  whom  ? 

Mr.  Darneille.  On  the  morning,  I  think,  of  November  4  I  got  a 
telephone  call  from  'Mr.  Ingham  to  please  give  him  in  writiag  the 
basis  on  which  we  made  the  appraisement. 

Mr.  Easbt-Smith.  What,  if  anj^thing,  did  Mr.  Ingham  state  to  you 
at  that  time  about  having  received  the  appraisal  signed  by  you 
gentlemen  ? 

Mr.  Darneille.  I  think  he  said  he  had  them,  and  he  wanted  to 
know  upon  what  basis  we  had  arrived  at  our  decision. 

Mr.  Easbt-Smith.  I  show  you  a  letter  addressed  to  Mr.  Ingham 
as  superintendent  of  insurance,  dated  November  4,  1912,  and  ap- 
parently signed  by  yourself.  Will  you  state  whether  or  not  that  is 
your  signature  '< 

Mr.  Darneille.  That  is  my  signature. 

Mr.  Easby-Smith.  And  whether  or  not  you  sent  that  letter  to 
Mr.  Ingham? 

Mr.  Darneille.  I  think  I  handed  it  to  Mr.  Ingham  personally. 

Mr.  Easbt-Smith.  On  what  date,  if  you  recall  ? 

Mr.  Darneille.  The  4th  day  of  November. 

Mr.  Easbt-Smith.  The  day  this  letter  is  dated? 

Mr.  Darneille.  Yes,  sir. 

Mr.  Easbt-Smith.  And  this  letter  is  in  response  to  what? 

Mr.  Darneille.  A  request  from  Mr.  Ingham  to  give  him  the  basis 
upon  which  we  made  the  appraisal. 

Mr.  Easbt-Smith.  I  desire  to  offer  this  letter  in  evidence  and  to 
read  it  into  the  record  at  this  time,  if  the  committee  please: 

November  4,  1912. 
Hon.  George  TV.  Ingham, 

Superintendent  of  Insurance,  District  of  Columbia. 
Mt  Dear  Sir:  According  to  your  instructions  1,  with  the  assistance  of  Mr.  Alex- 
ander T.  Hensey  and  llr.  William  P.  Lipscomb,  the  'well-known  bnUder,  assessed 
the  Southern  Building,  which  is  located  on  three  parts  of  lot  44,  in  square  220,  afl 
follows: 

For  building  and  ground,  $2,000,000,  which  was  ascertained  by  getting  at  the 
proper  net  earning  capacity  of  the  property,  which  was  over  5  per  cent  on  the  amount 
of  the  appraisal. 

From  me  very  best  judgment  obtainable,  which  was  in  accord  with  our  own,  the 
ground  is  worth  ?50  per  foot,  and  there  being  22,212  square  feet,  which  would  be 
$1,110,600,  and  the  building  according  to  recognized  authority  could  not  be  repro- 
duced at  this  time  for  less  than  about  $975,000,  which  would  make  an  appraisal  of 
$2,085,600,  so  that  you  can  readily  see  that  our  estimate  is  a  conservative  one. 
Very  respectfully  submitted. 

H.  H.  Darneille, 
Chairman  Appraisal  Committee  appointed  by  you. 
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Mr.  Easby-Smith.  How  did  you  deliver  that,  Mr.  Dameille  ? 

Mr.  Darneille.  I  gave  it  to  Mr.  Ingham,  took  it  to  him. 

Mr.  Easby-Smith.  Where,  at  his  office  ? 

Mr.  Daeneille.  I  think  I  met  him  on  the  street,  and  gave  it  to  him. 

Mr.  Easby-Smith.  Do  you  recall  whether  or  not  you  had  any 
further  conversation  explanatory  or  otherwise  with  him  at  the  time  ? 

Mr.  Daeneille.  No.  He  said  that  was  satisfactory.  That  was 
about  all  that  was  said  about  it. 

Mr.  Easby-Smith.  Will  you  now  state  when  next  your  attention 
was  directed  to  the  matter  of  the  appraisal  which  you  and  the  others 
had  made  ? 

Mr.  Daeneille.  I  got  a  request  from  Mr.  Ingham  saying  the  com- 
missioners had  directed  him  to  ask  the  three  appraisers — or  at  least 
they  sent  a  letter  to  each  one  of  us  asking  the  basis  of  our  appraisal. 

Mr.  Easby-Smith.  I  observe  by  reference  to  the  printed  record  at 
page  72  that  Mr.  Lipscomb,  yourself,  and  Mr.  Hensey  has  each 
vmtten  a  letter  either  to  the  insurance  department  or  to  the  com- 
missioners, explaining  the  basis  of  your  appraisal,  and  that  these  let- 
ters-are dated,  one  of  them  December  9  and  two  of  them  December  10. 

Will  you  state  whether  or  not  this  matter  was  called  to  your 
attention  in  any  manner  prior  to  those  letters  or  prior  to  the  request 
that  those  letters  be  written  ? 

Mr.  Daeneille.  I  went  around  to  Col.  Judson's  office 

Mr.  Easby-Smith.  State  when  that  was,  as  nearly  as  you  can 
come  to  it. 

Mr.  Daeneille.  I  think  it  was  about  the  6th  of  December. 

Mr.  Easby-Smith.  How  did  you  come  to  go  there?  Was  it  in 
connection  with  this  matter? 

Mr.  Daeneille.  Col.  Judson  had  always  professed  to  be  a  great 
friend  of  mine;  he  and  his  wife  and  dined  at  my  house  and  we  were 
on  fairly,  as  I  thought,  good  social  terms. 

Mr.  Easby-Smith.  How  long  had  that  acquaintance  existed 
between  you  and  Col.  Judson? 

Mr.  Daeneille.  About  two  years  and  a  half. 

Mr.  Easby-Smith.  What  was  the  occasion  of  your  going  to  see 
Col.  Judson  on  December  6th? 

Mr.  Daeneille.  I  just  went  in  there  to  say  how-do-you-do  to 
him,  as  I  did  when  1  was  up  on  that  floor.  I  found  him  busy  and 
started  to  leave,  but  his  secretary  said,  "Don't  go;  he  will  be  through 
in  a  minute;  wait."  So  I  waited.  At  last  Mr.  Stellwagen  emerged 
from  the  office  with  Col.  Judson  with  his  arm  around  his  shoulder. 

Mr.  Easby-Smith.  Where  were  you,  in  the  anteroom? 

Mr.  Daeneille.  In  the  anteroom,  standing  by  the  clerk,  talking 
to  him. 

Mr.  Easby-Smith.  From  whence  did  Mr.  Stellwagen  and  Col. 
Judson  come  ? 

Mr.  Daeneille.  Out  of  Col.  Judson's  private  office. 

Mr.  Easby-Smith.  State  what  happened  ? 

Mr.  Daeneille.  Col.  Judson  said,  "Hello,  Darneille;  you  are  the 
very  man  I  want  to  see;  come  in  here." 

Mr.  Easby-Smith.  Did  jou  go  in  ? 

Mr.  Darneille.  I  went  in. 

Mr.  Easby-Smith.  Kelate  as  fulhr  as  you  remember  it  the  interview. 

Mr.  Daeneille.  And  he  said,  "How  in  the  devil  did  you  make  such 
a  high  appraisement  of  the  Southern  Building?" 
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Mr.  Easby-Smith.  Ijct  me  ask  you  whether  or  not  you  had  heard 
anything  about  it  subsequent  to  your  explanation  to  Mr.  Ingham 
and  Writing  the  letter  of  November  4  ? 

Mr.  Darneille.  Nothing  whatever. 

Mr.  Easby-Smith.  During  that  entire  month  ? 

Mr.  Darneille.  Nothiag. 

Mr.  Easby-Smith.  Proceed  now  and  state  as  fully  as  you  remember 
it,  with  all  of  the  details,  the  interview  with  Col.  Judson  on  the 
morning  of  December  6. 

Mr.  Darneille.  Hesaid,  "Darneille,  how  in  the  devO  did  you  make 
that  high  appraisement  of  the  Southern  Building?"  I  said,  "Why, 
all  the  relative  values  in  that  neighborhood  warranted  it,  and  the 
best  information  obtainable  justified  it."  He  said,  "My  good  Lord, 
it  is  out  of  all  proportions."  I  said, ' '  I  don't  agree  with  you,  Colonel," 
I  told  him  we  had  assessed  it  on  the  basis  of  net  earning  capacity. 
He  commenced  giving  me  a  lot  of  figures  to  put  down  and  add  up, 
and  I  added  them  up.  I  said,  "Colonel,  you  ought  to  take  that 
building  off  the  tax  Dooks;  according  to  your  figures  the  district 
owes  them  money."  I  said,  "Where  did  you  get  those  figures?" 
He  said,  "Never  mind;  I  got  them." 

Mr.  Easby-Smith.  Who  said  that  ? 

Mr.  Darneille.  Col.  Judson.  One  thing  led  to  another,  and  Col. 
Judson  said,  "What  do  you  think  of  a  new  appraisement  of  the 
building  V  I  said,  "That  does  not  concern  me  at  all,  Colonel;  I  have 
nothing  to  do  with  it."  He  said,  "What  do  you  think  of  Hoover  and 
Doyle?"  I  said,  "I  think  it  would  be  criminal,  because  they  are  iu 
adjacent  squares."  I  had  already  told  him  what  Doyle  had  said  to 
me  and  what  Hoover  had  said. 

Mr.  Easby-Smith.  When  had  you  told  him  that  ? 

Mr.  Darneille.  In  this  conversation  just  previous  to  that. 

Mr.  Easby-Smith.  Try  to  foUow  it  chronologically  and  teU  us  the 
whole  course  of  the  conversation. 

Mr.  Darneille.  I  told  him  what  Hoover  had  said  about  putting 
the  value  at  S22  to  $25  and  of  having  said,  "Old  man,  I  don't  Know  a 
damn  thing  about  it." 

Mr.  Easby-Smith.  Had  you  related  to  him  what  other  people  had 
told  you  ? 

Mr.  Darneille.  Yes. 

Mr.  Easby-Smith.  Go  ahead  now. 

Mr.  Darneille.  And  he  said,  "Stellwagen  tells  me  they  are  the 
best  two  men  in  tovni,  and  for  those  two  to  pick  another  man."  I 
said,  "I  can't  help  what  Stellwagen  tells  you  or  anybody  else;  I 
think  it  would  be  criminal  to  take  two  men  in  adjacent  squares  to 
appraise  that  property,  with  as  many  good  men  as  there  are  in  town. 
If  vou  want  to  appraise  it,  get  somebody  outside  of  that  jurisdiction." 

Then  he  asked  me  about  the  board  or  assistant  assessors  appraising 
it,  and  I  said,  "They  don't  go  on- the  earning  caj^acity,  and  I  don't 
know  just  what  basis  they  are  on  at  present.  You  can  do  as  you 
please;  I  have  nothing  to  do  with  it."  He  said,  "Now,  teU  me, 
Darneille,  did  not  some  of  the  officers  of  those  fire  insurance  com- 
panies suggest  you  should  put  $2,000,000  on  it?"  I  said,  "Nobodv 
suggested  it."  He  said,  "Now,  go  on.  Did  not  Judge  Gould  tell 
you  to  put  $2,000,000  on  it?"  I  said,  "I  have  not  spoken  to  Judge 
Gould  for  six  months,  nor  seen  him." 
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Mr.  Easby-Smith.  Let  me  interrupt  you  there  a  moment,  Mr. 
Darneille.  When  you  and  Mr.  Hensey  and  Mr.  Lipscomb  were  ap- 
pointed appraisers,  did  you  know  anything  about  their  business 
afl&hations?  In  other  words,  did  you  know  that  Mr.  Hensey  was 
upon  the  directorate  of  the  District  National  Bank? 

Mr.  Darneille.  I  did  not  know  it,  and  I  did  not  know  that  Mr. 
Lipscomb  was  on  the  Union  Trust  or  District  Bank.  I  made  no 
inquiries  about  it.  I  knew  they  were  good  reliable  business  men 
and  I  had  no  reason  to  ask  any  questions. 

Mr.  Easby-Smith.  Now,  proceed  with  the  interview  which  you  had 
with  Col.  Judson,  at  the  point  where  I  interrupted  you,  where  he 
suggested  that  Judge  Gould  had  asked  you  to  put  it  "at  $2,000,000; 
proceed  and  state  the  remainder  of  the  conversation. 
'  Mr.  Darneille.  The  conversation  was  about  at  an  end  for  that 
day.     He  asked  me  to  think  the  thing  over,  and  I  went  away. 

Mr.  Easby-Smith.  What  did  you  do  when  you  went  out  ? 

Mr.  Darneille.  I  got  up  and  shook  hands  good-by  with  him.  I 
shook  his  hand  and 

Mr.  Easby-Smith  (interposing).  I  mean  after  you  went  out,  what 
did  you  do? 

Mr.  Darneille.  I  went  up  to  Mr.  Hensey's  office  and  told  him 
what  Judson  had  said.  Hensey  said,  "My  God,  man,  it  is  a  wonder 
you  did  not  smash  him  in  the  face." 

Well,  I  looked  upon  Judson  as  a  friend  and  did  not  think  of  it  in 
that  way — that  he  meant  it  as  an  insult.  So  I  tliink  the  next  day 
I  went  back  there  and  I  was  pretty  mad. 

Mr.  Easby-Smith.  What  time  the  next  day  did  you  go  back  ? 

Mr.  Darneille.  I  think  it  was  about  11  o'clock  in  the  day. 

Mr.  Easby-Smith.  That  was  about  what  day  ? 

Mr.  Darneille.  I  think  it  was  about  the  7th  of  December. 

Mr.  Easby-Smith.  The  7th  of  December  ? 

Mr.  Darneille.  As  near  as  I  can  recollect. 

Mr.  Easby-Smith.  State  whom  you  found  there  on  that  occasion 
and  just  what  happened. 

Mr.  Darneille.  I  found  Mr.  Stellwagen.  Mr.  Stellwagen  came 
out,  and  Mr.  Lee  told  me  again  to  wait  and  that  it  would  be  but  a  few 
minutes.  So  he  went  in.  Somebody  else  was  waiting.  He  came 
out  and  said,  "Senator,  walk  right  in." 

Mr.  Easby-Smith.  He  addressed  you  as  Senator  ? 

Mr.  Darneille.  Yes. 

Mr.  Easby-Smith.  You  walked  in;  whom  did  you  find  there? 

Mr.  Darneille.  ^I  found  Col.  Judson,  and  sitting  over  on  the  other 
side  was  Judson  Welliver,  a  reporter  for  the  Times. 

Mr.  Easby-Smith.  Judson  Welliver? 

Mr.  Darneille.  Yes,  sir. 

Mr.  Easby-Smith.  Relate  the  interview  which  occurred  between 
you  and  Judson  on  that  occasion. 

Mr.  Darneille.  I  said,  "Col.  Judson" 

Mr.  Easby-Smith  (interposing) .  Wait  a  moment.  Did  you  see 
Mr.  Stellwagen  come  out  of  the  room  on  that  occasion  ? 

Mr.  Darneille.  I  did;. I  am  sure  that  was  the  day. 

Mr.  Easby-Smith.  Can  you  state  from  the  surrounding  circum- 
stances whether  or  not  Mr.  Welliver  was  in  the  room  together  with 
Mr.  Stellwagen? 
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Mr.  Darneille.  I  do  not  know;  he  may  have  been.  They  have 
another  private  room  back  where  Col.  Judsbn  puts  people  when  there 
is  somebod}'  he  wants  to  see  in  a  hurry. 

Mr.  Easby-Smith.  Did  you  see  Mr.  Stellwagen  come  out  of  the 
room? 

Mr.  Daexeille.  Yes,  sir;  I  saw  him. 

Mr.  Easby-Smith.  How  soon  after  he  left  the  room  did  you  enter 
the  room  ? 

Mr.  Daeneille.  Just  as  soon  as  Mr.  Lee  went  in  and  announced  me 
and  came  back  and  said,  "Walk  right  in  Senator." 

Mr.  Easby-Smith.  Where  was  Mr.  Judson  when  you  entered  the 
room  ? 

]\Ir.  Darneille.  Sitting  at  his  table. 

Mr.  Easby-Smith.  Where  was  Mr.  Welliver? 

Mr.  Daeneille.  Sitting  away  over  by  the  side,  by  the  door  going 
out. 

Mr.  Easby-Smith.  Proceed  and  state  the  interview  on  that  occasion. 

Mr.  Daeneille.  I  walked  in  and  said,  "Col.  Judson,  I  thought  I 
had  shown  you  enough  credentials  to  convmce  you  of  my  ability 
and  worth  in  this  community  without  having  you  make  the  insinua- 
tion you  did  yesterday." 

He  said,  "Darneille,  I  want  to  assure  you  I  have  absolute  confi- 
dence in  your  integrity,  ability,  and  judgment ;  I  assure  you  of  that." 
I  said,  "Well,  you  have  a  very  peculiar  way  of  showing  it.  Colonel." 
He  said,  "Well,  I  mean  it." 

Col.  Judson  then  leaned  over  to  me  and  said,  "Now,  I  want  you 
to  do  me  a  little  favor.  Put  these  figures  down.  I  want  you  to  dis- 
regard this  appraisal  by  the  commission  absolutely,  and  I  want  you 
to  give  me  a  confidential  memorandum  statement,  giving  me  your 
private  opinion  of  that  building  and  ground,  and  make  it  just  as  low 
as  you  can." 

At  that  moment  I  knew  he  was  not  my  friend,  and  I  have  acted 
that  he  was  not  since. 

Mr.  Easbt-Smith.  What  did  you  say  to  him  in  response  to  that? 

Mr.  Daeneille.  I  simply  left  his  office  and  said  I  would  make  him 
a  statement,  but  what  it  was  I  would  not  tell  him. 

Mr.  Easby-Smith.  You  told  him  you  would  make  him  a  statement? 

Mr.  Daeneille.  I  told  him  I  would  make  a  statement. 

Mr.  Easby-Smith.  In  the  meantime,  subsequent  to  that  second 
interview  with  Col.  Judson,  were  you  called  upon  to  make  any  state- 
ment in  writing  in  conjunction  with  the  other  appraisers,  as  to  the 
maimer  in  which  you  reached  your  appraisal  ? 

Mr.  Daeneille.  Not  in  conjunction.  We  each  got  as  I  under- 
stand it  a  separate  letter. 

Mr.  Easby-Smith.  I  will  ask  you  to  examine,  just  briefly  enough 
to  satisfy  yourself,  the  letters  printed  at  pages  72  and  73  of  the 

f)rinted  record,  hearing  No.  1,  and  state  whether  or  not  they  are  the 
etters  which  you,  Mr.  Hensey,  and  Mr.  Lipscomb  wrote  in  response 
to  that  request. 

Mr.  Daeneille.  I  can  not  say  about  the  other  two;  I  can  say 
about  my  own. 

Mr.  Easby-Smith.  The  letter  there  signed  b_v  yo\i  is  the  letter,  or  a 
copy  of  the  letter,  which  you  wrote  in  response  to  that  request  ? 
Mr.  Darneille.  I  think  that  is  about  verbatim. 
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Mr.  Easby-Smith.  I  believe  your  letter  is  addressed  to  Mr.  Rudolph, 
as  president  of  the  board  ? 
.  Mr.  Darneille.  Yes,  sir. 

Mr.  Easby-Smith.  To  whom  did  you  deliver  the  letter? 

Mr.  Dabneille.  To  Mr.  Eudolph. 

Mr.  Easby-Smith.  Personally  ? 

Mr.  Darneille.  Yes:  personally. 

Mr.  Easby-Smith.  Can  you  state  whether  it  was  on  the  date  it  was 
written,  or  at  a  subsequent  time  ? 

Mr.  Darneille.  I  think  I  wrote  it  on  the  day  I  delivered  it  to  him, 
December  10.  I  first  went  down  and  saw  Mr.  Rudolph  and  told  him 
I  declined  to  write  a  letter  in  answer;  that  they  could  do  what  they 
pleased  about  the  appraisal,  but  that  there  never  was  a  more  fair, 
honest  appraisement  made  in  Washington  City  than  that,  and  I  did 
not  care  what  they  did.  But  he  said,  "Hope,  I  wish  you,  as  a  personal 
favor  to  me,  would  answer  that  letter."  I  said,  "Well,  I  will  write 
you  a  letter.  I  won't  do  that  way.  I  have  already  given  Mr. 
Ingham  one  letter,  and  I  won't  give  him  any  more." 

Mr.  Easby-Smith.  As  far  as  you  know  did  Mr.  Hensey  and  Mr. 
Lipscomb  write  the  letters  which  appear  here  ? 

Mr.  Darneille.  I  think  so;  I  am  not  sure.  I  could  not  swear 
they  did,  but  I  know  they  wrote  letters,  because  they  told  me  they  did. 

Mr.  Easby-Smith.  Subsequent  to  that  can  you  tell  me  whether  or 
not  you  ever  went  back  to  Col.  Judson  with  such  a  written  statement 
as  he  had  requested  ? 

Mr.  Darneille.  I  did.     I  think  it  was  the  9th  day  of  November. 

Mr.  Easby-Smith.  I  exhibit  to  you  what  appears  to  be  a  carbon 
copy  dated  December  11,  1912,  and  headed  'Memorandum,"  con- 
sisting of  two  pages,  imsi^ned,  but  addressed  at  the  bottom,  "Col. 
William  V.  Judson,  Municipal  Building,  Washington,  D.  C";  and  I 
ask  you  to  state  whether  or  not  that  is  a  carbon  copy  of  the  state- 
ment which  you  prepared  in  response  to  the  request  of  Col.  Judson. 

Mr.  Darneille.  That  is  a  carbon  copy  of  the  letter  I  signed  and 
delivered  to  Col.  Judson. 

Mr.  Easby-Smith.  I  now  offer  this  in  evidence,  and  ask  permission 
to  read  it  into  the  record,  calling  attention  to  the  fact  that  it  has  not 
heretofore  been  produced  by  Col.  Judson  or  any  other  person  in  con- 
nection with  this  hearing.     [Reading:] 

[Memorandum.] 

Dbcembbe  11,  1912. 

The  value  of  the  Southern  Building  from  an  income  standpoint  may  be  estimated 
in  two  ways. 

First.  That  usual  among  real  estate  appraisers  of  taKng  the  gross  income  and  de- 
ducting therefrom  the  taxes,  operating  expenses,  and  insurance.  By  this  method, 
taking  the  gross  rental  capacity  of  the  Southern  Building  at  the  present  rate  of  rental, 
which  is  admittedly  low  at  $150,000,  deduct  $23,000,  the  demonstrated  actual  operat- 
ing expenses,  $13,000  taxes  and  $2,000  insurance  and  an  allowance  of  10  per  cent  for 
repairs  and  vacancies,  we  have  $99,000,  or  about  5  per  cent  on  $2,000,000.  The 
allowance  for  vacancies  and  repairs  is  sufficient  in  this  case  because  of  the  demon- 
strated renting  ability  of  the  building  and  the  fact  that  the  building  is  a  new  one  of  a 
character  not  likely  to  show  much  wear  and  tear. 

Second.  The  other  mode  of  calculating  the  value  of  the  building,  not  as  a  building, 
but  to  its  present  owners  as  bearing  upon  its  being  a  wise  investment  at  the  $2,000,000 
figure,  of  which  the  following  is  suggested  as  the  proper  mode  of  calculation.  Rental 
capacity  at  present  rental,  $150,000,  from  which  deduct  10  per  cent  for  repairs  and 
vacancies,  leaving  $135,000,  from  which  deduct  taxes  and  actual  operating  expenses, 
$36,000,  leaving  $99,000.    The  outstanding  mortgage  liens  carry  on  the  first  trust 
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$40,000  a  year  interest,  on  the  second  and  third  tnist  130,000,  making  $70,000;  129,000 
net,  less  $2,000  for  insurance,  $27,000  net  upon  an  equity  of  $700,000,  or  a  trifle  under 
4  per  cent  as  the  building  stands  at  present.  But  there  should  be  taken  into  con- 
sideration that  the  owners  are  in  a  position  to  retire  the  6  per  cent  bonds,  thus  either 
clearing  a  6  per  cent  investment  for  $500,000  or  the  effect  upon  the  net  income  would 
be  to  increase  it  to  $57,000  upon  an  equity  of  $1,200,000,  or  a  trifle  under  5  per  cent 
on  the  present  valuation  of  the  building.  If  this  method  of  calculation  is  to  be  pur- 
sued, there  is  also  to  be  considered  as  an  element  of  the  value  of  the  building  that 
at  an  additional  cost  of  about  $125,000  for  two  additional  stories  there  can  be  added 
to  the  net  income  upon  the  present  rental  rate  of  space,  after  deduction  for  additional 
operating  expenses,  not  less  than  $20,000  a  year,  which,  added  to  the  $57,000  above, 
would  give  a  net  revenue  of  $77,000  upon  an  equity  of  $1,325,000,  or  about  6  per  cent 
on  the  valuation  of  $2,000,000  and  over  5  per  cent  upon  the  valuation  of  $2,125,000,  if 
the  cost  of  the  additional  stories  is  added  to  the  appraised  value  of  the  building. 
Col.  William  V.  Judson, 

Municipal  Building,  Washington,  D.  C. 

Mr.  Dabxeille.  Will  you  state  what  happened  ? 

Mr.  Redfield.  Will  you  ask  him  whether  he  signed  it  ? 

Mr.  Easby-Smith.  Yes;  I  will  ask  him  that  now. 

Mr.  Daeneille.  I  signed  the  original  of  that.  I  had  two  copies 
made  and  gave  one  to  Mr.  Rudolph  and  one  to  Mr.  Judson. 

Mr.  Easby-Smith.  Was  that  in  response  to  Col.  Judson's  request 
that  you  give  him  a  confidential  statement? 

Mr.  Darxeille.  A  confidential  statement;  yes. 

Mr.  Easby-Smith.  That  is  the  statement  which  you  gave  to  him 
in  elaboration  of  your  previous  shorter  letter  ? 

Mr.  Darxeille.  Making  the  cost  higher  than  what  they  had  first 
furnished  us. 

Mr.  Easby-Smith.  Will  you  state  as  fully  as  you  recollect  it  what 
occurred  at  the  interview  when  you  handed  this  letter  to  Col.  Judson  ? 

Mr.  Darxeille.  Mr.  Judson  took  it  and  read  it  half  way  through, 
turned  blood  red  in  the  face,  and  said,  "I  can  not  finish  this  now; 
there  is  no- hurry  about  it.     I  will  read  it  to-morrow." 

Mr.  Easby-Smith.  What  did  he  do  with  it  ? 

Mr.  Darxeille.  He  laid  it  on  his  desk. 

Mr.  Easby-Smith.  What  did  you  do  then  ? 

Mr.  Darxeille.  I  got  up  and  said  good-by  and  left.  He  said, 
"Darneihe,  I  hope  you  will  come  in  again  soon  to  see  me." 

Mr.  Easby-Smith.  Have  you  any  idea  whatever  of  what  he  did 
^\"ith  the  original  paper  which  you  handed  to  him? 

Mr.  Darxeille.  I  have  not.  Mr.  Rudolph  had  one  of  the  origi- 
nals, and  I  gave  the  assessor  of  the  district  one  copy,  Mr.  Rudolph's 
copy. 

^ir.  Easby-Smith.  From  Mr.  Judson's  testimony,  which  appears 
at  the  bottom  of  page  61  of  the  printed  record,  I  quote  Col.  Judson  as 
follows : 

It  happened  that  on  the  4th  or  5th  of  December  Mr.  Dameille  came  in.  Mr.  Dar- 
neille  was  the  gentleman  whom  Mr.  Ingham  asked  to  pick  out  two  other  men  to  make 
an  assessment  of  this  building  and  bring  in  the  results. 

Did  Mr.  Ingham  ask  you  to  pick  out  two  other  men  ? 

Mr.  Darneille.  He  did  not.  He  told  me  who  to  pick  out  and  gave 
me  thorough  instructions  as  to  what  he  wanted  done. 

Mr.  Easby-Smith.  Did  you  ever  tell  Col.  Judson  that  Mr.  Ingham 
had  requested  you  to  pick  out  the  two  appraisers  ? 

Mr.  Darneille.  I  simply  told  him  he  had  asked  me  to  go  and  see 
them. 
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Mr.  Easby-Smith.  I  quote  again  from  Col.  Judson  at  page  61,  in 
which  he  is  referring  to  an  interview  with  Mr.  Ingham  as  follows : 

He  [meaning  Ingham]  said  he  attended  a  dinner,  etc.  I  asked  how  he  had  made 
this  appraisement  of  the  building  which  showed  the  building  to  be  worth  $453,000 
more  on  the  Slst  of  October  than  it  was  purchased  for  on  the  291ii  of  October,  and  he 
said  he  had  sent  for  Hopewell  Dameille,  a  former  assessor  of  the  District,  and  had  asked 
him  to  go  and  get  two  other  men  and  appraise  this  building  and  bring  him  the  appraise- 
ment, and  that  he  had  gone  and  associated  with  him  MessiB.  Hensey  and  Lipscomb. 

I  now  quote  him  again  from  page  62,  in  which,  referring  to  you, 
Col.  Judson  says: 

I  asked  Mr.  Dameille  how  he  made  the  appraisal. 

And  from  page  64 : 

Mr.  Dameille  confirmed  Mr.  Ingham's  report  that  he  himself,  on  Mr.  Ingham's 
authority,  had  selected  ibis  other  two  appraisers. 

Will  you  state  whether  or  not  you  ever  said  that  to  Col.  Judson  ? 

Mr.  Daeneille.  I  never  said  such  a  word  to  Col.  Judson. 

Mr.  Easby-Smith.  Did  you  say  anything  to  him  from  which  he 
might  possibly  have  drawn  the  inference  that  Mr.  Ingham  had  dele- 
gated to  you  the  appointment  or  selection  of  your  two  associate  ap- 
praisers 1 

Mr.  Daeneille.  Nothing,  except  that  Mr.  Ingham  had  told  me 
who  to  get,  and  intrusted  me  with  getting  them,  and  to  find  out  if  Mr. 
Lipscomb  was  all  right,  and  if  he  was  to  take  him;  if  not,  I  was  to 
consult  with  Mr.  In^am  further.     That  is  the  impression  I  got. 

Mr.  Easby-Smith.  Mr.  Dameille,  I  believe  you  were  present  in 
committee  room  at  the  time  Mr.  Judson  testified  that  Mr.  West  had 
told  him  certain  reasons  why  you  had  resigned,  were  you  not  ? 

Mr.  Daeneille.  Yes,  sir. 

Mr.  Easby-Smith.  Have  you  ever,  prior  to  this  investigation,  had 
any  trouble  or  difficulty  with  Col.  Judson  ? 

Mr.  Daeneille.  None  whatever.  He  has  been  on  the  most  social 
and  friendly  terms  with  me. 

Mr.  Easby-Smith.  Do  you  know  of  any  reason 

Mr.  Daeneille  (interposing).  Apparently. 

Mr.  Easby-Smith.  Do  you  know  any  reason  for  Mr.  Judson  to  have 
assumed  the  attitude  which  he  appears  to  have  assumed  toward  you 
in  this  investigation  ? 

Mr.  Daeneille.  Only  to  impeach  my  testimony  before  this  com- 
mittee, and  as  a  reprisal  on  my  refusal  to  give  him  a  confidential 
memorandum  assessment  lower — stultifying  myself  and  humiliating, 
as  far  an  in  my  power,  the  other  two  appraisers. 

Mr.  Easby-Smith.  In  his  conversation  with  you,  Mr.  Dameille,  did 
Col.  Judson  refer  to  newspaper  publicity  concerning  these  matters  ? 

Mr.  Daeneille.  No,  sir;  he  did  not. 

Mr.  Easby-Smith.  Did  he  make  any  reference  specifically  to  these 
insurance  companies  ? 

Mr.  Daeneille.  I  do  not  think  he  did. 

Mr.  Easby-Smith.  Did  he  make  any  mention  or  reference  to  con- 
gressional investigation  ? 

Mr.  Daeneille.  He  did  not. 

Mr.  Easby-Smith.  Did  you  have  any  other  interviews  with  Col. 
Judson  than  the  three  which  you  have  related  ? 

Mr.  Daeneille.  I  have  had. 

Mr.  Easby-Smith.  Concerning  any  of  these  matters  ? 
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Mr.  Daeneille.  Well,  legislation  in  general.     He  has  talked  with 

me 

Mr.  Easbt-Smith  (interposing).  Concerning  District  legislation? 

The  proceedings  from  this  point  to  the  testimony  of  Mr.  William  F. 
Thyson  were  ordered  expunged  from  the  record. 

STATEMENT  OF  MR.  WILLIAM  FEANK  THYSON— Continued. 

Mr.  Redfield.  I  will  ask  'Mi.  Thyson  to  take  the  stand  for  a  few 
minutes  before  Mr.  Darneille  resumes  the  stand. 

Mr.  Thyson,  can  you  identify  that  as  a  copy  of  a  letter  written  by 
you,  as  secretary  of  the  Southern  Building  Corporation,  to  Mr. 
James  W.  McNeiQ,  on  September  25,  1912  [handing  paper  to  witness]? 

Mr.  Thyson.  Yes,  Mr.  Redfield;  I  think  I  rememoer  that. 

Mr.  Redfield.  You  do.  Can  you  identify  this  as  a  letter  written 
by  you  as  secretary'  of  the  Southern  Building  Corporation,  on  the 
28th  of  September,"  1912,  to  Mr.  James  W.  i&Neill  [handing  paper 
to  Mr.  Thyson]  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  And  this  letter  as  one  written  by  you  on  the  24th 
of  January,  1913,  to  Mr.  Robert  R.  Tuttle  [handing  paper  to  Mr. 
Thyson]  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  Now,  Mr.  Thyson,  I  think  there  is  one  point — I  do 
not  want  you  to  misunderstand  the  question  which  I  ask  you,  be- 
cause I  am  not  in  the  least  trying  to  question  your  statement^but 
if  I  recall  correctly,  you  testified  that  your  compensation  was  |2,000 
per  annum  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  Now,  in  one  of  these  letters  which  you  have  just 
identified  as  having  been  written  by  you,  that  is  stated  as  13,300? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  There  is  some  explanation,  perhaps,  necessary,  and 
would  you  be  good  enough  to  make  it  ? 

Mr.  Thyson.  Yes,  sir;  I  can  make  it. 

Mr.  Redfield.  WUl  you  just  state  it  ? 

Mr.  Thyson.  When  the  Southern  Building  was  purchased  by  the 
fire  insurance  companies,  they  retained  me  in  two  capacities — three 
capacities;  one  as  manager  of  the  building,  at  $2,000  per  annum, 
and  the  other  at  $1,000  each  for  the  two  companies,  in  connection 
with  their  loans  and  adjustment  of  losses. 

Mr.  Redfield.  So  that  the  total  compensation  you  receive  from 
the  companies  is  $4,000  ? 

Mr.  Thyson.  Yes;  but  I  only  get  $2,000  for  the  running  of  the 
building. 

Mr.  Redfield.  But  there  was  a  time  when  you  charged  the  build- 
ing with  $3,300? 

Mr.  Thyson.  That  was  under  the  old  Southern  Building  Corpora- 
tion. 

Mr.  Redfield.  That  was  under  the  old  Southern  Building  Corpo- 
ration ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Redfield.  So  the  only  proportion  of  your  total  salary  which 
is  now  charged  to  the  building  is  one-half  of  it  ? 
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Mr.  Thyson.  One-half;  yes.  / 

Mr.  Redfield.  And  the  rest  of  it  is  as  what  ?     I  did  not  hear  ? 

Mr.  Thyson.  In  connection  with  loans  on  the  houses  they  have 
loaned  money  on,  and  in  adjusting  fire  losses. 

Mr.  Redfield.  Then  your  whole  time  is  not  given 

Mr.  Thtson  (interposing).  Not  consumed  in  the  management  of 
the  building. 

Mr.  Redfield.  That  is  all. 

Mr.  Peoxjty.  Mr.  Thyson,  you  have  identified  a  letter  written  by 
you  to  Mr.  Tuttle  on  January  24,  giving  the  rental  receipts  of  the 
Southern  Building  for  the  months  of  June,  July,  August,  September, 
October,  November,  and  December  last,  have  you  not  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Protjty.  These  figures  here  show  the  actual  amount  of  rent 
received  for  those  months  ? 

Mr.  Thyson.  No,  sir:  that  shows  the  actual  amount  of  rent  charged 
up.  There  is  very  little  difference.  Judge  Prouty,  between  that  and 
the  actual  cash  receipts.  My  method  of  bookkeeping  wiU  show  that 
we  charge  up  each  month  the  amount  of  rent  due,  and  then  on  the 
other  side  the  amount  of  rent  collected,  but  we  will  eventually  get 
that  in.     That  is  the  income  of  the  building. 

Mr.  Prouty.  These  are  the  actual  amounts  that  would  be  due  ? 

Mr.  Thyson.  Yes. 

Mr.  Prouty.  For  the  rooms  actually  rented  ? 

Mr.  Thyson.  Yes;  that  is  ri^ht. 

Mr.  PROxncY.  How  much  of  tlais  is  charged  up  against  the  Commer- 
cial Fire  Insurance  Co.,  about  ? 

Mr.  Thyson.  T  do  not  loiow.  I  have  a  letter — there  is  a  letter,  I 
think,  in  connection  with  that.     It  is  about  $700. 

Mr.  Prouty.  $700  a  month  ? 

Mr.  Thyson.  Yes. 

Mr.  Prouty.  How  much  is  charged  up  against  the  Commercial 
Fire  Insurance  Co.  ? 

Mr.  Thyson.  That  is  the  aggregate.  The  Commerical  is  about  300, 
I  think,  or  200,  I  am  not  sure,  and 

Mr.  Prouty  (interposing).  And  how  much  is  charged  up  against 
Tuttle,  Wightman  &  Dudley  ? 

Mr.  Thyson.  About  $546,  I  think. 

Mr.  Prouty.  During  these  months,  the  building  was  pretty  well 
occupied,  was  it  not  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  The  highest  point  was  reached  in  October  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  At  which  time  it  was  95  per  cent  occupied  1 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  These  figures  will  show  about  the  amount  that  the 
building  wiU  ordtuarily  run,  wiU  they  not  of  the  amount  actually 
occupied  ? 

Mr.  Thyson.  On  the  percentage  basis;  yes,  sir. 

Mr.  Prouty.  On  the  percentage  basis  ? 

Mr.  Thyson.  Yes. 

Mr.  Prouty.  Now,  taking  those  seven  months  as  a  basis,  the  actual 
rent  received  for  the  buildmg  for  a  year  would  be  about  $118,000, 
would  it  not  ? 
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Mr.  Thtson.  Well,  taking  those  months;  yes,  sir;  but  if  you  take  it 
on  the  95  per  cent  basis,  which  was  about  the  highest  month,  you  see, 
it  would  go  alarger  than  that. 

Mr.  Proutt.  Well,  even  taking  that  month,  it  would  not  amount 
to  $150,000  a  year,  would  it  ? 

Mr.  Thtson.  I  do  not  think  so;  no,  sir. 

Mr.  Proutt.  Upon  what  basis  do  you  figure  that  the  building,  as 
it  now  stands,  can  oe  rented  or  is  rented  for  §150,000  a  year,  or  that  its 
income  can  be  made  $150,000  a  year? 

Mr.  Thtson.  Well,  it  will  not  run  quite  $150,000.  It  will  run 
around  about  one  hundred  and  forty-seven  thousand,  based  on  the 
present  schedule  prices. 

Mr.  Proutt.  That  is,  if  it  were  aU  rented  ?  , 

Mr.  Thyson.  Yes,  sir. 

Mr.  Pkoutt.  But  you  have  had  enough  experience  with  buildings 
to  know  that  by  changing  tenants  there  are  always  some  vacancies, 
practically  ? 

Mr.  Thtson.  Yes;  but  it  varies  in  different  localities  and  with  the 
kind  and  character  of  building. 

Mr.  Prouty.  Well,  a  building  of  that  size,  in  which  95  per  cent  of 
the  floor  space  is  rented  is  a  high  average,  is  it  not  ? 

Mr.  Thtson.  No.  Judge,  not  of  this  class.  I  think  in  a  few  months 
we  will  have  our  building  100  per  cent  rented. 

Mr.  Prouty.  Well,  in  your  former  statements  I  understood  you  to 
say  it  was  about  93  per  cent  rented  now? 

Mr.  Thysox.  Yes,  sir;  about  between  90  and  93. 

Mr.  Prouty.  Between  90  and  93  ? 

Mr.  Thyson.  Yes,  sir. 

Mr.  Prouty.  Have  you  any  reason  to  believe  that  you  can  pass 
the  95  per  cent  mark  ? 

Mr.  Ihyson.  Yes,  sir;  I  have  a  number  of  prospects  for  the  un- 
rented  space  which  are  very  good,  very  live,  and  I  do  not  think  we 
are  going  to  have  any  trouble. 

Mr.  Prouty.  How  much  did  you  tell  Mr.  Darneille,  for  instance,  of 
that  committee  that  waited  on  you,  that  the  rental  of  the  building 
was  ? 

Mr.  Thtson.  I  do  not  remember,  sir;  but  I  have  always  told  every- 
body between  one  hundred  and  forty-five  and  $150,000. 

w.  Redfield.  I  will  read,  at  this  point,  the  letter  addressed  to 
Mr.  Robert  R.  Tuttle,  president  Commercial  Fire  Insurance  Co., 
dated  January  24,  1913  [reading]: 

CompljTng  with  your  request  of  a  few  days  since,  I  take  pleasure  in  advising  you 
that  the  rentable  area  of  our  building  is  126,196  square  feet,  beginning  with  the  first 
and  ending  with  the  ninth  floors,  and  the  rental  charges  and  percentage  rented  for  the 
se\en  months  beginning  June,  1912,  and  ending  December  31,  1912,  are  as  follows: 


Rental       Per  cent 
charge.        rented. 

$8,377.39 
9,834.45 
10,126.95 
10,330.95 
10,548.45 
9,965.72 
10,104.80 

76.7 

July 

90. 0 

August           

92.7 

W.5 

October 

9.3.0 

November 

M.S 

91.0 

Very  truly,  yours, 

William  Fraxk  Thtson,  Manager. 
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Mr.  Easby-Smith.  Are  you  going  to  offer  these,  Mr.  Redfield 
[exhibiting  papers]  ? 

Mr.  Redfield.  Yes. 

Mr.  Easbt-Smith.  Concerning  these  letters,  I  want  to  know  if 
they  are  to  be  offered  in  any  manner  as  bearing  upon  the  testimony 
of  the  witness,  Mr.  Darneille,  whose  testimony  has  been  interrupted 
to  introduce  them  ? 

Mr.  Redfield.  They  are  offered  for  the  purpose  of  showing  state- 
ments made  respecting  the  rental  value  of  this  building. 

Mr.  Easbt-Smith.  And" not  asjfco  Mr.  Darneille? 

Mr.  Redfield.  Not  as  to  him,  of  course. 

Mr.  Easby-Smith.  If  they  are  to  be  offered  in  any  manner  as 
bearing  upon  the  testimony  of  Mr.  Darneille,  I  object  to  them,  because 
they  are  not  addressed  to  Mr.  Darneille;  they  are  addressed  to 
another  person,  and  they  are,  therefore,  clearly  res  inter  alios'  acta 
and  entirely  foreign  to  any  matter  which  Mr.  Darneille  has  testified 
to,  and  if  they  are  to  be  admitted,  I  should  like  to  ask  one  or  two 
questions  of  the  witness  before  they  are  read  into  the  record. 

Mr.  Redfield.  They  will  not  be  made  the  basis  of  cross-examining 
Mr.  Darneille,  Mr.  Easby-Smith,  by  me,  at  least.  The  purpose  of 
offering  them  at  this  time  is  merely  that  the  order  of  facts  may  be 
sequentially  stated.  It  appears,  however,  in  a  statement  which  is 
already  in  the  record,  at  page  933,  of  volume  10  of  the  printed  testi- 
mony, that  the  figures  which  are  there  stated  over  Mr.  Thyson's 
signature  are  each  of  them  used  by  Mr.  Carusi  in  a  letter  to  Mr.  Story, 
and  therefore  the  committee  will,  in  cross-examining  Mr.  Darneille, 
utilize  those  figures  thus  introduced  by  Mr.  Carusi  so  far  as  they  may 
be  applicable. 

Mr.  Easby-Smith.  As  an  expert,  and  not  as  affecting  the  testimony 
as  to  the  facts. 

Mr.  Redfield.  We  will  ask  you  to  object  to  the  questions  when 
they  are  asked,  Mr.  Easby-Smith. 

Mr.  Easby-Smith.  Well,  sir,  my  objection  goes  to  the  introduction 
of  these  letters  at  this  time  for  the  purpose  of  m  any  manner  affecting 
the  testimony  of  this  witness,  unless  for  the  sole  purpose  of  interro- 
gating him  upon  the  basis  of  these  letters  as  an  expert. 
"  Mr.  Redfield.  Well,  we  will  not  refer  to  them  except  in  that  way. 
At  least,  I  will  not. 

Mr.  Easby-Smith.  Then  I  have  no  objection  to  them,  if  that  is 
understood.  I  have  one  or  two  questions  which  I  would  like  to  ask 
the  witness. 

Mr.  Thyson,  in  glancing  over  these  letters,  and  hearing  the  other 
letter  read,  I  observe  that  in  your  letter  of  September  28,  which  has 
been  show  to  you,  you  state  that  the  floor  space  is  121,000  square  feet, 
and  the  possible  income  therefrom  1135,000? 

Mr.  Tbcyson.  Yes,  sir. 

Mr.  Easby-Smith.  But  in  your  letter  of  January  24  to  Mr.  Tuttle, 
which  has  just  been  read,  you  state  the  floor  space  to  be  126,000 
square  feet  and  the  rental  capacity  $145,000,  or  $150,000  is  it? 

Mr.  Thyson.  $147,000  it  says.    ~ 

Mr.  Easby-Smith.  Do  I  understand  that  the  difference  between 
the  figures  used  by  you  for  Mr.  Tuttle  and  the  figures  used  in  your 
letter  of  September  28  grows  out  of  the  fact  that  they  are  figured 
upon  different  floor  area  of  rentable  space  ?     I  direct  your  attention 
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to  the  fact  that  in  the  letter  of  September  28  you  state-  the  total 
rentable  space  is  approximately  121,000  square  feet. 

Mr.  Thtson.  Yes. 

Mr.  Easby-Smith.  The  total  gross  income,  if  fully  rented,  would  be 
$135,000,  and  in  the  letter  of  January  24  you  state  the  rentable  area 
of  the  building  is  126,196  square  feet? 

Mr.  Thyson.  Well,  that  is  accountable  for  in  this  way,  that  we  cut 
up  a  lot  of  our  space  and  made  more  floor  space  than  we  had  at  that 
tune,  which  naturally  increased  the  amount  of  rental  as  it  appeared 
then. 

Mr.  Easbt-Smith.  Was  that  increase  made  between  the  date  of 
your  letter  of  September  28  and  the  date  that  the  appraisers  sought 
information  concerning  the  rental  value  of  the  Southern  Building  on 
October  28,  or  was  it  in  anticipation  of  those  changes  ? 

Mr.  Thtson.  I  just  do  not  remember  the  dates,  Mr.  Easby-Smith, 
but  it  happened  after  September  28,  1912. 

Mr.  Easby-Smith.  That  is  all. 

Mr.  Redfield.  I  will  read  those  letters  now,  if  I  may. 

Mr.  Douglas.  Why  do  you  not  just  put  them  iuto  the  record,  Mr. 
Redfield? 

Mr.  Redfield.  Very  well.  I  wUl  offer  them  now.  That  is  all,  Mr. 
Thyson. 

The  letter  of  September  25,  1912,  referred  to  above,  appears  in  full 
below: 

[Southern  BuUding  Corporation,  owners  and  managers  of  the  Southern  Building.  Offices,  217-218.  Fif- 
teenth and  H  Streets  NW.  Charles  F.  Garusi,  president;  Warner  Moore,  vice  president;  William  Frank 
Thyson,  secretary  and  treasui«r;  Charles  A.  Douglas,  counsel.) 

Washington,  D.  0.,  September  25,  1912. 
Mr.  James  W.  McNeill, 

806  Southern  Building,  City. 

Dear  Mr.  McNeill:  Replying  to  your  favor  of  September  24,  1912,  I  beg  to  say 
that  the  Richmond  Realty  Corporation,  of  Richmond,  Va.,  has  the  full  report  of  the 
American  Audit  Co.,  as  of -date  of  September  29,  1911,  which  you  specially  inquire  for, 
and  I  have  only  a  few  sheets,  which  you  are  welcome  to  see  at  any  time. 

The  space  rented  in  the  Southern  Building  at  the  present  time  should  yield  in  the 
neighborhood  of  about  $10,300  a  month,  or  about  $123,000  a  year,  for  the  next  twelve- 
month. The  revenue  of  the  building  up  to  November  30  will  yield  about  $20,600,  and 
of  this  about  $4,000  must  be  deducted  for  ordinary  expenses  of  the  building,  and  the 
following  bills  payable,  only  to  mention  the  large  items: 

About  $2,000  for  stokers  and  $3,500  miscellaneous  accounts  payable,  or  about  $9,500 
in  all,  leaving  available,  exclusive  of  the  December  rents,  which  are  not  payable  until 
after  the  1st  of  December,  about  $11,000.  The  company  must  raise  and  pay  on  or 
before  December  1  the  following  sums: 

Interest  on  third  trust,  due  Oct.  1 $9, 750 

Interest  due  on  second  trust,  due  Nov.  1 7,980 

Dec.  1,  on  the  first  trust , 20,000 

In  all 36,000 

In  addition  to  this  there  is  a  note  for  $6,000  due  in  the  month  of  November,  making 
in  all  about  $42,000  due  December  1  and  prior  thereto  with  a  net  income  applicable 
to  same  of  $11,100.  This  situation,  showing  a  deficit  of  something  over  $30,000  for  the 
next  two  months,  has  been  the  subject  of  discussion  at  the  last  two  meetings  of  the 
board  of  directors.  I  have,  personally,  by  the  direction  of  the  board,  taken  up  with 
the  United  States  Trust  Co.  the  possibilitjf  of  securing  the  needed  cash,  but  failed  to 
meet  with  any  success,  unless  the  applications  for  loan  should  be  accompanied  with  a 
deposit  of  acceptable  collateral,  which,  at  this  time,  the  company  is  not  able  to  put  up. 

In  view  of  the  immediate  necessities  of  the  company  and  the  fact  that  the  second 
trust  requires  a  sinking  fund  of  $25,000  a  year  to  be  turned  over  to  the  trustees,  and  be- 
ginning two  years  from  now  $50,000  a  year  must  be  paid  in  reduction  of  {he  first  trust,  the 
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E resent  board  of  directors  are  giving  the  matter  constant  thought,  and  I  am  sure  would 
e  more  than  pleased  it,  as  a  stockholder,  you  could  make  them  any  suggestions  that 
might  be  of  service  to  the  company  at  this  tmie. 
Respectfully,  yours, 

Southern  Building  Oorporation, 
Wm.  Frank  Thyson,  Secretary. 

The  letter  of  September  28,  above  referred  to,  appears  in  full 
below : 

[Southern  Building  Corporation,  owners  flud  managers  of  the  Southern  Building.  Ofaoea,  217-218.  Fif- 
teenth and  H  Streets  NW.  Charles  F.  Carusi,  president;  Warder  Moore,  vice  president;  William  Frank 
Thyson,  secretary  and  treasurer;  Charles  A.  Douglas,  counsel.) 

Washington,  D.  C,  September  Z8,  1912. 
Mr.  Jambs  W.  McNeill, 

806  Southern  Building,  City. 
Dear  Sir:  I  have  your  favor  of  September  27  before  me,  and  am  directed  by  Mr. 
Charles  F.  Carusi,' the  newly  elected  president  of  the  corporation,  to  whom  I  showed 
your  letter,  to  furnish  you  the  information  which  you  ask,  because  you  are  entitled  to 
it  as  a  stockholder,  in  spite  of  the  fact  that  you  already  have  all  of  the  information  that 
you  are  asking  for  in  your  letter,  as  your  brother  and  law  partner  was  the  secretary  of 
this  company  until  two  weeks  ago,  kept  the  minutes,  and  Has  been  familiar  with  every 
detail  of  the  company's  progress  and  business  since  the  enterprise  was  first  started. 
The  figures  that  I  give  you  are  necessarily  approximations,  but  are  so  nearly  exact 
that  they  will  serve  any  purpose  that  you  may  have  in  desiring  a  reply  to  your  letter. 

(I)  Total  rental  space  in  the  Southern  Building  is  approximately  121,000  feet;  of 
that  space  about  90.91  or  92  per  cent  is  rented. 

(2^  The  total  gross  income  of  the  building  if  fully  rented  would  be  about  $135,000. 

(3)  The  total  amount  of  the  first  mortgage  is  $800,000,  held  by  the  Equitable  Assur- 
ance Society,  at  5  per  cent,  due  $50,000  m  1915  and  $50,000  each  succeeding  year  until 
1920,  when  the  whole  amount  is  due. 

(4)  Total  second  mortgage  indebtedness  is  $375,000,  held  by,  principally,  Rich- 
mond Realty  CorpMation  and  a  number  of  subcontractors,  architects,  and  builders, 
rate  of  interest  6  per  cent  and  obligation  to  pay  $25,000  into  sinking  fund  beginning 
1913  and  eachyear  thereafter  until  1915  when  entire  amount  is  due. 

(5)  Total  amount  of  third  mortgage  is  $325,000  principally  held  by  the  Richmond 
Realty  Corporation,  6  per  cent  interest. 

(6)  The  present  outstanding  indebtedness  of  the  corporation  is  recited  in  my  pre- 
vious letter  to  you. 

(7)  The  seventh  question  is  the  same  as  the  second,  and  the  answer  is,  therefore, 
the  same. 

(8)  In  addition  to  the  interest  charges  the  annual  expenses  of  running  the  building 
is  estimated  at  something  less  than  $30,000.  The  amount  varies  somewhat  according 
to  the  necessity  of  improvements  and  repairs. 

(9)  Over  two-thirds  of  the  stock  of  the  corporation  is  in  the  name  of  Chas.  F.Carusi, 
whose  address  is  known  to  you,  as  is  also  the  names  and  addresses  of  the  other  stock- 
holders whose  stock  was  not  purchased.  |N| 

(10)  The  present  board  of  directors  are  Chae.  F.  Carusi,  Warner  Moore,  of  Richmond, 
A.  L.  Hawse,  Richmond,  John  L.  Cassin,  Southern  Building,  Dr.  Sterling  Ruffin, 
Charles  Huff,  Oontee,  Md.,  Chas,  A.  Douglas,  Southern  Building,  James  B.  Archer, 
Washington,  D.  C,  and  W.  P.  Thyson,  Washington,  D.  C. 

(II)  The  present  officers  of  the  company  are  Chsirles  F.  Carusi,  president,  Warner 
Moore,  vice  president,  W.  F.  Thyson,  secretary  and  treasurer,  Chas.  A.  Douglas,  general 
counsel.  The  salary  of  the  president  is  $2,000  a  year,  fixed  by  the  board  of  directors 
last  May;  the  salary  of  the  secretary  and  treasurer  is  nothing,  but  Mr.  Thyson  is 
superintendent  and  manager  of  the  building  at  $3,300.  There  is  no  fixed  salary  for 
the  general  counsel,  who  is  paid  for  such  services  as  may  be  rendered. 

I  think  this  answers  all  of  your  questions  la  detail,  although  the  iaformation  sup- 
plied was  already  in  your  possession.  The  balance  of  your  letter  should  have  been 
addressed  to  Mr.  Carusi,  either  as  president  or  as  the  controlling  stockholder.  I  have, 
therefore,  turned  it  over  to  the  numerous  suggestions  contained  in  the  six  numbered 
paragraphs  of  your  valued  communication. 
Very  respectfully, 

Southern  Building  Corporation, 
Wm.  Frank  Thtson,  Secretary.' 

Mr.  Eedpield.  Mr.  Darneille. 
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STATEMENT  OF  MR.  HOPEWELI  H.  DARNEILIE— Continued. 

Mr.  Redfield.  I\It.  Darneille,  I  call  your  attention  to  the  following 
three  statements  made  by  you  at  the  dates  named :  On  November  4, 
1912,  in  your  letter  to  Mr.  Ingham,  you  used  the  following  language: 
"The  proper  net  earning  capacity  of  the  property,  which  was  over 
5  per  cent  of  the  amount  of  the  appraisal" ;  and  in  your  letter  to  Com- 
missioner Rudolph,  of  the  10th  of  December,  vou  used  this  language, 
referring  to  the  earning  capacity  of  the  building,  "In  the  neighbor- 
hood of  5  per  cent  on  $2,000,000" ;  and  in  your  letter  of  the  following 
day,  the  11th  of  December,  or,  I  mean,  the  memorandum  left  with 
Col.  Judson,  you  say,  "The  present  rate  of  rental,  which  is  admittedly 
low  at  $150,000."  Now,  was  the  earning  capacity  of  the  property 
over  5  per  cent  on  $2,000,000,  or  ^*^as  it  in  the  neighborhood  of  5  per 
cent  on  $2,000,000,  or  was  it  admittedly  low  at  $150,000?  What  I 
want  you  to  do  is  to  clear  up  the  three  statements. 

Mr.  Darneille.  The  rent  for  the  Southern  Building  is  cheaper  than 
the  other  buildings,  is  what  I  mean  by  that  statement— is  admittedly 
low. 

Mr.  Redfield.  &y  whom  was  it  admitted  ? 

Mr.  Dakneiile.  Well,  I  have  heard  it  spoken  of  by  a  great  many 
people,  that  the  rents  were  very  low. 

Mr.  Redfield.  Who  told  you,  for  example,  that  the  rate  of  rental 
in  the  Southern  Building  on  December  11,  1912,  was  admittedly  low 
at  $150,000 « 

Mr.  Darneille.  Well,  I  do  not  know  who  told  me  on  December  11, 
but  I  heard  it  from  people  before  that  time. 

Mr.  Redfield.  Well,  will  you  tell  the  committee,  Mr.  Darneille, 
the  name  or  names,  place  or  places,  by  whom  and  in  which  you  were 
told  that  the  rental  of  the  Southern  Building  was,  to  use  your  own 
language,  admittedly  low  at  $150,000? 

Mr.  Darneille.  Well,  I  knew  that  the  rental  capacity  was 
$150,000,  and  I  knew  that  the  room  rents  were  low  in  accordance 
with  some  other  buildings  of  a  near-like  character. 

Mr.  Redfield.  Excuse  me,  Mr.  Darneille.  I  do  not  question  that, 
but  I  did  not  ask  you  that.  You  said  that  persons  told  you  that  it 
was  admittedly  low  at  $150,000. 

Mr.  Darneille.  Does  that  say  that  several  persons  told  me? 

Mr.  Redfield.  Who  was  it? 

Mr.  Darneille.  Does  that  say  that  several  persons  told  me? 

Mr.  Redfield.  No;  but  you  said  a  few  moments  ago  that  several 
persons  told  you.     Was  that  a  mistake  ? 

Mr.  Darneille.  No,  sir. 

Mr.  Redfield.  Then  who  were  the  persons  that  told  you  ? 

Mr.  Darneille.  Judge  Prout3"  objected  to  my  using  names  in 
testifying  before  this  committee. 

Mr.  Redfield.  Who  told  you  ? 

Mr.  Darneille.  And  I  do  not  feel  at  liberty  to  tell  who  told  me 
that  the  rents  were  low. 

Mr.  Easby-Smith.  You  may  answer,  Mr.  Darneille,  if  there  is  no 
objection  on  the  part  of  the  committee,  now  that  it  has  been  gone 
into. 

Mr.  Redfield.  There  is  no  objection  to  your  telling  me  who  told 
you  that  these  rents  were  low  at  $150,000. 
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Mr.  Dakneille.  Gen.  Humphrey  is  one. 

Mr.  Redfield.  Who  is  Gen.  Humphrey  ? 

Mr.  Darneille.  A  major  general  of  the  United  States  Army, 
retired. 

Mr.  Redfield.  And  did  he  tell  you  that  the  rents — — 

Mr.  Darneille  (interposing).  He' considered  the  rents  were  low. 

Mr.  Redfield.  That  is  not  what  I  asked  you.  I  am  going  to  ask 
you  to  be  very  careful  to  answer  my  questions  specifically  and  to 
observe  that  I  am  not  asking  you  whether  anybody  said  that  the 
rents  were  low  or  high.  What  Tarn  asking  you  is  a  single  fact;  did 
somebody  tell  you  that  the  rents  of  the  Southern  Building  were  ad- 
mittedly low  at  $150,000? 

Mr.  Easbt-Smith.  Now,  if  the  committee  please,  it  seems  to  me 
it  is  not  proper  cross-examination  to  take  a  phrase,  such  as  this,  in 
a  report,  a  written  report,  in  which  Mr.  Darneille  states  the  rents  are 
admittedly  low,  and  draw  from  that  the  inference  that  it  was  neces- 
sary as  a  basis  of  that  statement  that  anybody  should  have  said 
they  were  admittedly  low.  I  submit  that  if  the  witness  heard  from 
anybody  that  they  were  low,  that  that,  in  itself,  would  justify  the 
use  of  the  expression  that  the  rents  are  admittedly  low.  I  can  not 
see  the  object  of  quibbling  upon  the  term  "admittedly  low,"  because 
I  submit  that  if  used  by  any  man  of  ordinary  intelligence  it  would 
not  at  all  mean  that  people  have  said  they  were  admittedly  low,  and 
that  it  would  mean  that  people  have  said  they  were  low. 

Mr.  Redfield.  Mr.  Chairman,  the  witness  has  testified,  as  I  recall, 
that  he  was  largely  guided — though  I  do  not  mean  to  quote  him  at 
all — but  substantially  that  he  was  largely  guided  by  the  rental  value 
of  this  building  in  his  appraisal,  that  is,  the  total  rental  value;  not 
whether  the  rates  of  rent  were  high  or  low,  but  whether  the  total 
revenue  from  this  building  was  so  much  or  so  little,  and  he  himself 

Mr.  Easby-Smith  (interposing).  Is  it  in  writing  or  in  his  testi- 
mony? 

Mr.  Redfield.  In  his  testimony.  Now,  he  says,  in  his  report — 
he  refers  to  that  in  his  report;  he  refers  to  it  in  his  letter  to  the  super- 
intendent of  insurance,  and  in  the  memorandum  which  he  himself 
says  he  signed  and  gave  to  Col.  Judson  he  refers  to  it  again,  and  in 
this  later  case  he  states  the  amount  of  rental — not  the  rate  of  rental, 
but  the  amount  of  it — the  aggregate  sum  of  rental  from  the  buildipg, 
he  says  it  is  admittedly  low.  Now,  "admittedly"  means  that  some- 
body has  admitted  it.  In  answer  to  my  question  he  said  that  there 
were  persons  who  had  admitted  it  to  him,  as  I  recall  it.  Now,  I 
asked  him  who  those  persons  were.  I  want  to  find  out,  and  I  have 
a  right  to  find  out  whether  this  witness  is  careful,  as  I  hope  he  is,  in 
making  his  statements. 

Mr.  Easby-Smith.  I  have  no  objection  to  your  asking  who  it  was 
that  admitted  they  were  low.  My  objection  was  to  your  using  the 
expression  that  "the  rehts  were  admittedly  low." 

Mr.  Redfield.  I  want  to  know,  Mr.  Darneille,  who  told  you  that 
the  rents  of  the  building  were  admittedly  low  at  $150,000.  Now 
observe  I  am  not  asking  you  who  told  you  the  rents  in  the  building 
were  high  or  low,  but  who  it  was  that  told  you  they  were  ' '  admit- 
tedly low  at  $150,000."  ' 

Mr.  Easby-Smith.  Now,  I  submit  that  Mr.  Redfield  has  gotten 
back  to  the  question  which  he  abandoned.     He  said  he  wanted  to 
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know  who  admitted  to  this  witness  they  were  low.  I  told  him  if  he 
put  that  question  I  would  have  no  objection,  but  there  is  a  sub- 
stantial difference. 

Mr.  Redfield.  Mr.  DarneiUe  has  testified  that  somebody  told  Mm 
that  the  rents  were  "admittedly  low  at  $150,000."  Now,  I  want  to 
know  who  it  was. 

Mr.  Pkoutt.  Who  admitted  it. 

Mr.  Redfield.  Yes. 

Mr.  Darneille.  Mr.  Carusi  told  me  and,  I  beMeve,  Mr.  Tuttle,  and 
of  course  I  have  talked  with  people,  prospective  renters  there,  who 
said  the  rents  were  low,  very  reasonable,  and  of  course  if  individual 
rooms  were  very  reasonable  and  low  and  the  capacity  was  $150,000 — 
rental  capacity — I  should  naturally  judge  that  $150,000  was  admit- 
tedly low,  although  I  was  told  that  by  Mr.  Tuttle — that  they  were 
admittedly  low. 

Mr.  Redfield.  Then  does  the  committee  understand  that  the  only 
persons  who  told  you  that  these  rents  were  admittedly  low  at  $150,000 
were  Mr.  Carusi  and  Mr.  Tuttle  ? 

Mr.  Dakneille.  No;  there  were  some  others;  I  could  not  just  tell 
you  who. 

Mr.  Redfield.  You  do  not  remember  who  ? 

Mr.  Darneille.  No;  I  could  not  tell  you  at  this  time  who  they 
were. 

Mr.  Redfield.  Did  you  use  in  your  appraisal  the  facts  stated  in 
a  letter  to  you  of  October  25 — and  when  I  say  to  "you"  I  mean  the 
three  appraisers — signed  by  Charles  F.  Carusi,  president? 

Mr.  Darnielle.  Did  I  what  ?     I  did  not  get  that. 

Mr.  Redfield.  Read  the  question,  please. 

Question  read  by  the  stenographer,  as  above  recorded. 

Mr.  Darneille.  We  used  the  $45  a  foot  and  $975,000  for  the  build- 
ing; we  used  the  $50  a  foot  and  $975,000  for  the  building,  and  we 
used  the  statement  of  Mr.  Carusi  as  to  the  earning  capacity — as  to  the 
net  earning  capacity. 

Mr.  Redfield.  Did  you  have  any  other  statement  as  to  net  earning 
capacity  before  you  than  this  from  Mr.  Carusi? 

Mr.  Darneille.  No,  sir;  we  did  not. 

Mr.  Redfield.  Did  you  take  the  trouble  to  find  out  whether 
$150,000  was  the  right  sum  or  not? 

Mr.  Darneille.  I  think  I  had  gone  over  that  the  year  before  with 
Mr. ,  the  gentleman  who  was  on  the  stand  just  before  me. 

Mr.  Easby-Smith.  Mr.  Thyson  ? 

Mr.  Darneille.  Jtlr.  Thyson;  and  he  had  shown  me  his  books, 
where  the  rental  capacity  was  $150,000. 

Mr.  Redfield.  Do  you  know,  as  a  matter  of  fact,  Mr.  Darneille, 
and  did  you  know  in  December  last,  except  as  Mr.  Carusi  told  you, 
what  the  rents  actually  were? 

Mr.  Darneille.  I  did  not. 

Mr.  Redfield.  And  if  it  were  the  fact  that  the  building  at  that 
time  and  throughout  the  last  six  months  was  not  bringing  as  much  as 
$120,000  annual  rental,  would  or  would  not  that  alter  your  opinion? 

Mr.  Darneille.  It  would  not,  as  to  the  value  of  the  property;  no, 
sir. 
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Mr.  Kedfield.  So  that  the  question  of  a  mere  difference  of,  say, 
.  30,000  per  annum,  or  20  per  cent  of  the  total  rental,  would  not,  in 
your  judgment,  affect  the  value  of  the  property  ? 

Mr.  Dakneille.  Not  according  to  the  value  of  the  ground  and  the 
buUdiag. 

Mr.  Kedfield.  Then  why  does  the  committee  understand  that  you 
placed  so  much  weight,  as  I  gathered^ — perhaps  incorrectly — from 
your  direct  testimony  you  did  place,  upon  the  rental  value  of  the 
buUding,  if  so  much  as  $30,000  would  not  affect  your  judgment  of  its 
value? 

Mr.  Darneille.  We  simply  checked  up  by  Mr.  Carusi's  statement 
our  individual  opinion  of  the  value  of  that  property.  We  ignored  Mr. 
Carusi.  Mr.  Carusi  said  we  were  too  high,  and  I  did  not  even  report 
that  to  the  committee,  but  that  is  what  he  said. 

Mr.  Redfield.  Did  you  know  that  Mr.  Carusi  had  himself  informed 
parties  on  September  4  that  the  rental  of  the  building  was  $135,000? 

Mr.  Dakneille.  I  did  not. 

Mr.  Redfield.  You  did  not  know  that? 

Mr.  Darneille.  No;  I  did  not. 

Mr.  Redfield.  And  all  the  knowledge  that  you  had  in  this  check 
upon  your  other  figures  was  this  letter  in  which  it  is  stated  at  $150,000 ; 
is  that  the  whole  thing  ? 

Mr.  Darneille.  That  was  our  check,  especially  taken  in  view  of 
the  fact  that  Mr.  Carusi  thought  that  was  too  high;  we  thought  that 
was  a  pretty  good  indication. 

Mr.  Redfield.  Why,  when  Mr.  Carusi  said  to  you,  "It  is  $150,000 
per  annum,"  did  you  state  that  it  was  in  the  neighborhood  of  5  per 
cent  on  $2,000,000  ? 

Mr.  Darneille.  There  was  $14,500  left  after  deducting  the  run- 
ning expenses  and  taxes,  and  there  might  have  been  a  little  over  5 
per  cent  there. 

Mr.  Redfield.  Now,  one  of  these  letters — that  to  Commissioner 
Rudolph — ^is  dated  December  10  ? 

Mr.  Darneille.  Yes. 

Mr.  Redfield.  That  is  the  one  in  which  you  stated  the  earning 
capacity  of  the  building  was  in  the  neighborhood  of  5  per  cent  on 
$2,000,000  ? 

Mr.  Darneille.  Yes. 

Mr.  Redfield.  The  next  one  is  dated  the  next  day,  December  11  ? 

Mr.  Darneille.  That  is  simply  a  memorandum  statement. 

Mr.  Redfield.  I  understand  that;  and  in  this  last,  in  which  you 
state  the  rental  is  admittedly  low  at  $150,000,  and  that  admission, 
as  you  testified,  was  based  upon  what  Mr.  Carusi  and, Mr.  Tuttle  told 
you,  whom  did  you  see  between  the  letter  of  December  10  and  the 
letter  of  December  11?  • 

Mr.  Darneille.  I  Si^w  a  great  many  people. 

Mr.  Redfield..  Yes;  1  have  no  doubt;  but  whom  did  you  see  that 
was  connected  with  this  building,  Mr.  DameUle  ? 

Mr.  Darneille.  1  think  I  asked  Mr.  Carusi  to  give  me  the  highest 
possible  figures 

Mr.  Redfield  (interposing).  Mr.  who? 

Mr.  Darneille.  Mr.  Carusi — that  could  possibly  be  a  charge  upon 
the  building,  and  he  left  off  the  insurance,  and  1  reminded  him  of  the 
insurance,  which  he  put  on,  which  made  me  make  that  change  from 
$29,000  to  the  $27,000  equity  on  the  building. 
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Mr.  Redfield.  Did  you  go,  after  writing  your  letter  to  Commis- 
sioner Rudolph,  and  consult  Mr.  Carusi  before  you  wrote  your  letter 
of  the  next  day — your  memorandum  of  the  next  day  ? 

Mr.  Daeneille.  I  think  when  Commissioner  Judson  asked  me  to 
make  him  this  memorandum  statement  that  I  told  Mr.  Rudolph  I 
had  been  requested  to  make  a  memorandum  statement,  a  confidential 
one,  but  that  I  would  give  him  a  copy. 

Mr.  Redfield.  Who  made  up  the  figures  for  you  in  this  memo- 
randum of  December  11? 

Mr.  Darneille.  I  got  them  from  Mr.  Carusi. 

Mr.  Redfield.  So  you  did  go,  after  writing  Commissioner  Rudolph 
on  the  10th,  and  have  a  conference  with  Mr.  Carusi  as  to  the  facts  you 
would  submit  upon  the  11th,  did  you  not? 

Mr.  Daeneille.  Making  it  as  low  as  possible,  according  to  Col. 
Judson's  request  to  make  as  low  an  appraisal  as  I  could. 

Mr.  Redfield.  Yes;  and  when  you  stated  that  the  rental  capacity 
at  the  present  rentals  is  $150,000,  you  stated  that  as  the  lowest  thing 
you  could '. 

Mr.  Darxeille.  I  did.  as  I  believed. 

Mr.  Redfield.  And  that  is  the  reason  why  you  felt  that  it  was 
admittedly  low  at  $150,000? 

Mr.  Darneille.  I  thought  so;  yes,  sir. 

Mr.  Redfield.  And  all  the  knowledge  you  had  of  that  was  what 
Mr.  Carusi  told  you,  was  it  not? 

Mr.  Darneille.  No;  I  had  talked  with  Mr.  Thyson  the  year 
before  and  found  out  from  him- 

Mr.  Redfield  (interposing).  Anything  later  than  a  year  before? 

Mr.  Darneille.  Yes;  I  talked  to  a  gentleman — I  could  not  tell  you 
his  name;  he  was  in  Mr.  Tuttle's  office — and  he  told  me 

Mr.  Redfield  (interposing).  Let  me  see  if  I  understand  you 
correctly.  Did  you  talk  to  these  men  about  the  aggregate  revenue 
from  that  building? 

Mr.  D.vrneille.  The  absolute  gross  earning  capacity  of  the 
building. 

Mr.  Redfield.  Now,  let  us  see:  You  had  a  talk  with  Mr.  Thyson 
the  year  before  * 

Mr.  Darneille.  Yes,  sir. 

Mr.  Redfield.  Well,  now,  was  the  building  three-fourths  rented 
at  that  time? 

Mr.  Darneille.  Xo;  I  do  not  think  it  was  more  than 

Mr.  Redfield  (interposing).  So  that  they  did  not,  at  that  time, 
have  any  actual  experience  m  this  building 

Mr.  D.vrneille  (interposing).  But  they  knew  what  they  were 
asking  for  the  rooms. 

!Mr.  Redfield.  They  based  it  on  tfceir  asking  prices  ? 

Ml'.  Darneille.  Yes. 

Mr.  Redfield.  Then  later  you  had  a  talk  with  a  gentleman  in 
Mr.  Tuttle's  office  ? 

Mr.  Darneille.  No;  not  in  Mr.  Tuttle's  ofiiee;  in  Mr.  Thyson's 
office,  and  I  met  him  outside,  too. 

Mr.  Redfield.  And  you  had  also  talked  with  Mr.  Carusi  between 
those  two  communications  ? 

]\Ir.  Darneille.  Yes;  and  told  him  I  wanted  him  to  give  me  the 
highest  charge  account  he  could  possibly  make. 
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Mr.  Redfield.  Was  that  the  information  on  which  you  based  your 
written  statement  that  the  rental  capacity  at  the  present  rental 
was  $150,000  ?      ^ 

Mr.  Darneille.  Yes,  sir. 

Mr.  Redfield.  Now,  do  you  know  really  whether  during  the  six 
months  from  July  1,  1912,  to  January  1,  1913 — do  you  know  during 
that  period  what  the  rentals  were  ? 

Mr.  Dakneille.  I  do  not. 

Mr.  Redfield.  Therefore  you  made  a  statement  to  the  Commis- 
sioners of  the  District,  over  your  signature 

Mr.  Daeneille  (interposing).  Yes,  sir. 

Mr.  Redfield  (continuing).  Which  was  .  based  upon  what  an 
interested  officer  in  the  ownership  of  this  building  told  you  ? 

Mr.  Daeneille.  Yes. 

Mr.  Redfield.  And  you  made  no  personal  investigation  of  the 
matter,  other  than  that  ? 

Mr.  Daeneille.  Not  at  that  time. 

Mr.  Redfield.  You  did  not  have  any  list  of  the  tenants  and  then- 
respective  rentals  to  go  by  ? 

Mr.  Daeneille.  No. 

Mr.  Redfield.  As  a  matter  of  fact,  you  did  not  even  know  that  the 
same  officer  who  tpld  you  they  were  $150,000  had  a  few  months  before 
stated  in  writing  that  they  were  $135,000,  did  you  ? 

Mr.  Daeneille.  No,  sir;  I  did  not. 

Mr.  Redfield.  But  it  would  not  make  any  difference  in  your  valua- 
tion, would  it  ? 

Mj.  Daeneille.  Not  at  $50  a  foot,  which  I  consider  that  ground 
worth  to-day. 

Mr.  Redfield.  Now,  where  does  your  view  of  the  rental  capacity 
of  a  building,  as  an  element  of  its  value,  to  which  you  have  referred 
in  each  of  your  three  communications,  stop  ? 

Mr.  Daeneille.  The  rooms  actually  occupied  and  paid  for. 

Mr.  Redfield.  But  you  testified  that  you  did  not  know  what  those 
were? 

Mr.  Daeneille.  Well,  I  do  not  know  exactly  what  they  were,  but 
I  took  the  word  of  men  I  believe  to  be  honorable  gentlemen. 

Mr.  Redfield.  You  knew,  of  course,  that  they  were  interested 
parties  ? 

Mr.  Daeneille.  Well,  they  did  not  want  the  appraisement  as 
high  as  we  had  it. 

Mr.  Redfield.  So  I  have  understood  you  to  testify. 

Mr.  Daeneille.  Yes. 

Mr.  Redfield.  But  you  knew  they  were  interested  parties  ? 

Mr.  Daeneille.  Yes;  I  knew  they  were  interested  parties. 

Mr.  Redfield.  And  you  took  their  word  for  it  ? 

Mr.  Daeneille.  Yes;  to  verify  our  statement. 

Mr.  Redfield.  And  for  your  report  to  a  public  department,  as  to 
a  question  of  fact,  you  being  employed  to  represent  the  insurance 
department  of  the  District  of  Columbia  and  to  ascertain  the  facts, 
you  took  the  statement  of  interested  parties  without  any  further 
examination  on  your  part  ? 

Mr.  Daeneille.  Only  to  verify  our  figures,  as  between  $45  and  $50 
a  foot,  and  $975,000  for  the  building. 

Mr.  Redfield.  That  is  all,  Mr.  Darneille. 
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Mr.  Prouty.  Who  was  the  first  man  that  spoke  to  you  about 
appraising  this  building,  Mr.  DarneUle  ? 

Air.  Daeneille.  This  last  time  1     This  Southern  Building  ? 

Mr.  Pkotjtt.  Yes. 

Mr.  Dakneille.  Mr.  Ingham,  the  superintendent  of  insurance. 

Mr.  Proutt.  When  and  where  was  that  ? 

Mr.  Darneille.  I  was  in  my  office,  and  he  was,  I  suppose,  in  his, 
for  he  telephoned  to  me  and  asked  me — wanted  to  know  if  I  was 
busy,  and  I  said,  "Not  particularly,"  and  he  wanted  to  know  if  I 
could  be  on  an  appraisal  committee  to  appraise  the  Southern  Building, 
and  I  told  him  '^'  Yes." 

Mr.  Proutt.  He  did  not  give  you  any  written  authority  ? 

Mr.  Daeneille.  No  ;  he  did  not.  He  said  he  was  in  a  great  hurry 
to  go  south  on  an  investigation,  and  asked  me  if  I  would  not  see 
Mr.  Hensey. 

Mr.  Proutt.  How  soon  did  he  leave  after  that  ? 

Mr.  Darneille.  I  think  that  was  the  19th  of  October,  which  was 
Saturday,  and  I  think  he  left  Monday;  I  am  not  certain;  I  do  not 
know  about  that. 

Mr.  Proutt.  What  is  the  date  of  your  report  ? 

Mr.  Darneille.  The  28th  day  of  October,  and  it  was  deUvered 
and  signed  on  the  29th.     I  wrote  that  on  the  night  of  the  28th. 

Mr.  jProuty.  Did  you  discuss  the  persons  that  you  had  asked  to. 
become  members  of  this  appraising  hoard?  Did  you  discuss  with 
him  the  members  or  persons  that  you  should  ask  to  serve  with  you? 

Mr.  Daeneille.  No,  sir.     He  told  me  who  to  go  and  see. 

Mr.  Peouty.  Did  he  tell  you  any  other  persons  besides  those  two  ? 

Mr.  Daeneille.  No,  sir.  He  said,  "See  Hensey,  of  Swartzell, 
Rheem  &  Hensey,  and  see  if  he  will  not  serve,  and  go  down  and  see 
the  building  inspector  and  find  out  about  W.  P.  Lipscomb,  a  builder, 
and  if  he  is  all  right,  ask  him  if  he  will  serve  in  my  name." 

Mr.  Peouty.  Did  he  know  Mr.  Lipscomb  ? 

Mr.  Darneille.  I  do  not  know.  He  asked  me  to  find  out  about 
his  ability  as  a  builder,  which  I  did. 

^Ir.  Peoutt.  Do  you  know  how  he  happened  to  pick  on  Mr.  Lips- 
comb ? 

Mr.  Darxehxe.  I  have  not  any  idea.  I  do  not  Icnow  what  was  in 
his  mind. 

ilr.  Proutt.  Mr.  Lipscomb  has  testified  that  he  did  not  know  Mr. 
Ingham,  never  had  seen  him,  and  did  not  know  him  until  after  this 
appraisement. 

Mr.  Darneille.  Well,  I  do  not  know  anything  about  that. 

Mr.  Prouty.  Well,  how  did  it  happen  that  he  was  chosen? 

Mr.  Darxeille.  I  do  not  know. 

Jklr.  Prouty.  At  whose  suggestion  was  it  ( 

Mr.  Darneille.  I  was  simply  requested  to  find  out  from  ilorris 
Hacker  if  he  was  a  good  builder;  and  if  he  was,  to  ask  him  to  serve. 

Mr.  Peouty.  He  did  not  say  who  had  suggested  his  name  ? 

Mr.  Darxeille.  He  did  not.  Tliere  is  one  thing  I  forgot  to  state. 
When  I  went  to  see  Mr.  Carusi,  I  spoke  of  Mr.  Hensey,  and  he  wanted 
me  to  get  Reginald  Beall,  vice  president  of  Moore  &  Hill,  to  serve,  and 
I  asked  him  what  was  the  matter  ^\'ith  Mr.  Hensey,  and  he  said,  "Hen- 
sey is  all  right;  but  we  know  wliat  Mr.  Beall  thinks  about  the  prop- 
erty and  had  rather  have  him." 
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Mr.  Prouty.  Did  you  discuss  Mr.  Lipscomb  with  Mr.  Carusi  ? 

Mr.  Darneille.  No,  sir.    . 

Mr.  Prouty.  He  did  not  raise  any  objection  to  him? 

Mr.  Darneille.  No,  sir. 

Mr.  Prouty.  You  told  him  the  ones  you  intended  to  get  ? 

Mr.  Darneille.  No,  sir;  I  simply  told  him  I  was  going  to  see 
Mr.  Hensey,  or  had  seen  Mr.  Hensey,  and  that  Mr.  Hensey  had 
accepted. 

Mr.  Prouty.  Did  you  tell  him  you  were  going  to  ask  Mr.  Lipscomb 
to  serve? 

Mr.  Darneille.  I  do  not  think  I  did,  because  I  had  not  seen  Mr. 
Hacker  then,  and  I  did  not  know  I  was  going  to  ask  Mr.  Lipscomb, 
for  Mr.  Ingham,  to  serve.     I  did  not  know  Mr.  Lipscomb. 

Mr.  Prouty.  Mr.  DarneiUe,  how  does  it  happen  you  served  so  much 
longer  upon  this  board  than  the  other  members? 

Mr.  Darneille.  Well,  because  I  searched  records  and  fixed  up  all 
the  reports,  and  saw  a  good  many  people  that  they  did  not  see.  They 
were  on  other  work,  and  I  was  solely  on  this. 

Mr.  Prouty.  I  believe  you  have  testified  you  did  not  know  there 
was  any  insurance  company  connected  with  this  business  ? 

Mr.  Darneille.  I  did  not,  until  I  got  a  check. 

Mr.  Prouty.  How  did  you  suppose  Mr.  Ingham  had  jurisdiction 
of  this  matter,  if  there  was  no  insurance  company  involved  ? 

Mr.  Darneille.  Well,  the  year  before  I  was  requested  to  appraise 
it  for  the  New  York  department,  and  I  did  not  know  but  what  they 
had  asked  again  to  have  a  board  of  three.  I  did  not  know  why  he 
had  asked  me. 

Mr.  Prouty.  He  did  not  make  known  to  you  any  of  the  parties 
you  were  to  serve? 

Mr.  Darneille.  He  did  not  tell  me  any  more  than  that  he  wanted 
me  for  a  member  of  the  board. 

Mr.  Prouty.  He  did  not  tell  you  he  wanted  you  appointed,  under 
the  law  of  the  District  of  Columbia 

Mr.  Darneille  (interposing).  I  do  not  think  there  is  any  law. 
It  is  simply  a  custom. 

Mr.  Prouty.  And  he  did  not  make  known  to  you  in  any  way  that 
it  was  for  his  department  it  was  to  be  done  ? 

Mr.  Darnislle.  He  told  me  it  was  for  the  insurance  department. 

Mr.  Peouty.  For  his  insurance  department  ? 

Mr.  Darneille.  Yes,  sir.  The  first  request  I  got  from  the  New 
York  department  came  in  in  the  same  way.  Mr.  Ingham  gave  me  an 
order  that  he  wanted  me  to  appraise  the  Southern  Building. 

Mr.  Prouty.  That  is  all. 

Mr.  Easby-Smith.  Mr.  Darneille,  I  believe  you  have  appraised  for 
the  insurance  department  for  a  number  of  years,  and  have  made  a 
number  of  appraisements  both  for  the  local  department  and  for  the 
departments  of  several  of  the  States  ? 

Mr.  Darneille.  Yes,  sir. 

Mr.  Easby-Smith.  Do  you  know  enough  about  the  custom  govern- 
ing the  appointment  of  boards  of  appraisers .  to  appraise  property 
belonging  to  insurance  companies,  or  where  the  companies  hold 
mortgages  upon  real  estate — do  you  know  enough  about  that  to  know 
whether  or  not  it  is  usual  for  the  companies  to  be  petmitted  to  name 
one  of  the  appraisers  ? 
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Mr.  Darneille.  Well 


Mr.  Easby-Smith.  Just  whether  you  know  or  not;  if  you  do  not 
know 

Mr.  Darneille  (interposing).  I  do  not.  I  know  the  New  York 
department  only  allows  one  appraiser,  unless  specifically  ordered. 

Mr.  Easby-Smith.  Do  you  know  anything  about  any  custom  to 
permit  the  companies  to  appoint  one,  the  superintendent  of  the 
department  to  appoint  a  second,  and  they  to  select  a  third  ? 

Mr.  Darneille.  I  do  not  know  anything  about  that. 

Mr.  Easby-Smith.  Did  you  know  of  that  ever  having  been  done  in 
the  District  of  Columbia  ? 

Mr.  Darneille.  No,  sir;  I  can  not  say  that  I  do. 

Mr.  Easby-Smith.  All  you  remember  about  this  is  that  Mr.  Carusi 
suggested  that  they  ought  to  name  Mr.  Reginald  Beall  ? 

^lr.  Darneille.  Yes,  sir. 

Mr.  Easby-Smith.  Of  Moore  &  Hill? 

Mr.  Darneille.  Yes. 

Mr.  Easby-Smith.  Instead  of  Mr.  Hensey  ? 

Mr.  Darneille.  Yes,  sir. 

Mr.  Easby-Smith.  That  is  all. 

Mr.  Redfield.  Mr.  Darneille,  did  you  know  that  Mr.  Hensey  and 
Mr.  Lipscomb  were  fellow  directors  with  Mr.  Tuttle,  Mr.  Harper,  and 
Mr.  Carusi  in  the  District  National  Bank  ? 

Mr.  Darneille.  I  did  not  know  that  they  had  any  connection 
with  those  institutions  whatever.  It  was  not  mentioned  in  our 
presence. 

Mr.  Redfield.  Mr.  Chairman,  I  ask  to  have  the  question  put  upon 
Judge  Prouty's  motion  to  expunge  from  the  record. 

Mt.  Prouty.  Before  that  motion  is  put,  I  would  like  to  enlarge  that 
motion.  I  move  that  there  be  stricken  physically  from  the  record  all 
reference  made  by  the  witness,  Mr.  Darneille,  to  Mr.  Burleson, 
Mr.  Lobeck,  Mr.  Cary,  and  Mr.  Johnson,  and  I  also  move  to  strike  from 
the  record  physically  all  statements  made  by  Mr.  Glover,  and  the  dis- 
cussion thereof.  I  might  say,  as  a  reason  for  including  that  last  part 
in  my  motion,  that  I  think  it  very  improper  that  this  committee 
should  investigate  the  statements  of  the  Members  of  Congress  made 
upon  the  floor  of  the  House,  which  I  think  is  clearly  outside  of  our 
jurisdiction. 

Mr.  Redfield.  I  second  that  motion,  and  I  want  to  say  that  one 
reason  why  I  do  concur  heartUy  with  Judge  Prouty  is  that  I  think  it  is 
not  only  improper  that  we  should  consider  statements  with  respect  to 
Members  of  Congress,  but  I  think  it  is  a  breach  of  the  resolution  under 
which  we  are  authorized  to  sit,  and  that  we  have  no  right  to  expend 
even  the  smallest  amount  of  our  appropriation  for  that  purpose. 

It  is  the  intention  to  strike  out  everything  beginning  with  the  testi- 
mony of  Mr.  Darneille  with  relation  to  the  alleged  statements  of 
Col.  Judson  about  iir.  Lobeck,  ^Ir.  Cary,  Mr.  Johnson,  and  Mr.  Burle- 
son, and  strike  out  to  and  including  Mr.  Glover's  statement,  physically; 
and,  in  order  that  there  may  be  no  question  about  it,  I  will  ask  the 
stenographers  to  instruct  the  Public  Printer  to  submit  a  proof  to  the 
committee  before  printing. 

Mr.  Darneille.  Mr.  Chairman  and  gentlemen  of  the  committee, 
as  I  was  attacked  here  and 
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Mr.  Easby-Smith  (Interposing).  Let  me  speak  to  you  just  a  mo- 
ment, Mr.  Darneille. 

Mr.  Johnson.  The  question  is  on  the  adoption  of  the  motion.  The 
question  is,  Shall  the  matter  described  be  stricken  from  the  recoid? 

The  motion  to  expunge  the  portion  of  the  record  above  referred  to 
was  thereupon  put  by  the  chairman  of  the  subcommittee,  and  was 
carried. 

Mr.  Johnson.  The  committee  stands  adjourned  until  10  o'clock 
to-moirow  morning. 

Whereupon  the  subcommittee  adjourned  until  Saturday  morning, 
January  25,  1913,  at  10  o'clock. 
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subcommitte  of  the 
Committee  on  the  District  of  Colttmbia, 

House  op  Representatives, 
Washington,  D.  C,  January  26, 1913. 

The  subcommittee  met  at  10  o'clock  a.  m.,  pursuant  to  the  adjourn- 
ment. 

Hon.  Ben  Johnson,  presiding. 

Present,  in  addition  to  the  members  of  the  committee:  Mr.  J.  S. 
Easby-Smith,  counsel  for  the  superintendent  of  insurance  of  the 
District  of  Columbia ;  and  Messrs.  Charles  A.  Douglas  and  Charles  F. 
Carusi,  representing  the  Commercial  Fire  Insurance  Co.,  the  First 
National  Fire  Insurance  Co.  of  the  United  States,  and  the  Washing- 
ton Loan  &  Title  Co. 

Mr.  Douglas.  Gentlemen,  shall  we  proceed? 

Mr.  Johnson.  Yes,  sir. 

Mr.  Carusi.  Here  is  a  letter,  Mr.  Chairman,  from  Mr.  Tuttle, 
concerning  some  corrections  to  his  testimony,  which  he  asks  to  have 
included  in  the  record  as  part  of  his  testimony  [handing  paper  to 
Mr.  Johnson].  This  is  the  same  letter  which  was  presented  on  yes- 
terday. 

Mr.  Johnson.  Mr.  Carusi,  instead  of  using  this  statement,  which 
would  not  subject  the  witness  to  cross-examination,  the  witness  may 
come  back  upon  the  stand  and  make  such  corrections  as  he  chooses. 

Mr.  Carusi.  All  right.  I  will  not  disturb  the  order  we  arranged 
for  this  morning,  but  in  the  meantime,  I  have  a  letter  here  from  Mr. 
Lee  Wolfe,  in  which  he  states  he  desires  to  make  some  corrections  in 
his  testimony  and  stating  the  corrections. 

Mr.  Johnson.  Is  he  present  ? 

Mr.  Carusi.  No;  he  is  not  present.    Is  there  any  objection? 

Mr.  Eedfield.  He  has  already  made  some  corrections. 

Mr.  Johnson.  Let  Mr.  Redfield  see  what  it  is  [paper  handed  to 
Mr.  Redfield,  by  Mr.  Carusi] . 

Mr.  Carusi.  I  was  going  to  suggest  that  perhaps  the  same  prin- 
ciple might  apply  to  this  as  to  Mr.  Tuttle's ;  but  I  want  to  be  frank 
Avith  the  committee  and  to  say  that  these  corrections  are  adverse  to 
my  side  of  the  case. 

Mr.  Redfield.  Mr.  Wolfe  has,  I  think,  already  been  permitted  to 
make  some  changes  of  very  much  this  same  nature,  that  is  to  say — 
and  Mr.  Carusi  will  correct  me  if  I  am  not  correct— this  refers  to  a 
certain  page  of  the  official  record  ? 

1715 
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Mr.  Caeusi.  Yes. 

Mr.  Redfield.  And  to  specific  questions  that  were  asked  ? 

Mr.  Carusi.  Yes. 

Mr.  Redfield.  And  he  desires  to  modify  his  answers  to  specific 
questions  ? 

Mr.  CAurrsi.  Yes. 

Mr.  Redfield.  I  think  I  am  correct  in  stating,  INIr.  Carusi,  that 
this  does  not  introduce  any  new  matter  of  any  kind  ? 

Mr.  Carusi.  No,  sir ;  Mr.  Wolfe  is  an  expert  accountant  and  if  he 
has  made  anj'  errors  in  any  of  his  calculations,  I  think  he  should  be 
allowed  to  correct  them.  The  corrections  are  unfavorable  to  the 
companies  as  I  understand  and  we  are  not  asking  any  favor. 

Mr.  Johnson.  Yes ;  if  he  wants  to  correct  any  errors  which  he  has 
made  in  a  former  statement,  he  must  have  that  privilege — every  wit- 
ness must,  no  matter  what  it  refers  to.  If  he  has  made  a  misstate- 
ment he  must  have  an  opportunity  to  correct  it.  The  letter  of  Mr. 
Wolfe  will  be  received. 

Mr.  Douglas.  Mr.  Chairman,  if  you  are  ready  to  proceed,  I  desire 
to  make  the  statement  that  Judge  Gould  informs  us  that  he  sent  a 
letter  to  you,  as  chairman  of  this  committee,  stating  he  desired  to  be 
heard  in  reference  to  certain  matters. 

Mr.  Johnson.  Yes. 

Mr.  Douglas.  And,  in  pursuance  of  that.  Judge  Gould  is  here,  and 
if  it  pleases  the  committee  he  would  like  to  be  permitted  to  make  his 
statement  now. 

Mr.  Johnson.  Yes ;  Judge  Gould's  letter  was  received  by  me  while 
the  committee  was  conducting  a  hearing  and  was  immediately  sub-" 
mitted  by  me  to  both  Mr.  Redfield  and  Judge  Prouty,  the  only  two 
other  members  of  the  committee  who  were  present,  and  it  was  unani- 
mously agreed  then  to  hear  Judge  Gould,  and  I  so  notified  him  by 
letter.    So,  Judge  Gould,  if  you  will  come  around  we  will  hear  you. 

TESTIMONY  OF  HOW.  ASHLEY  M.  GOULD. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Johnson.  Do  you  desire  to  interrogate  Judge  Gould,  or  let 
him  make  his  own  statement? 

Mr.  Douglas.  No;  just  let  Judge  Gould  make  his  own  statement. 

Mr.  Redfield.  Judge  Prouty  has  read  this  letter  of  Mr.  Wolfe 
and  sees  no  objection  to  it. 

The  letter  above  referred  to,  dated  January  24,  1913,  appears  in 
full  below : 

January  24,  1913. 
Mr.  Charles  F.  Cartjsi, 

General  Counsel,  Commercial  and  First  Xational  Fire  Innuranee  Cos., 

Washington,  D.  C. 

Dear  Sir:  I  beg  to  advise  you  that  after  reading  over  my  testimony  of  Jan- 
uary 17,  there  is  a  slight  correction  which  I  wish  made.  I  refer  to  the  official 
record  No.  18,  page  1439,  in  which  I  am  engaged  in  an  attempt  to  show  what 
the  net  operating  loss  of  the  Commercial  Fire  Insurance  Co.  was  in  1912,  con- 
sidering the  company's  interest  in  the  unearned  premium  reserve  at  40  per  cent. 

On  that  page  you  will  find  a  question  by  Mr.  Redfield : 

"  Now,  on  the  opposite  side 

"  Mr.  WOLFB.  On  the  opposite  side  I  put  $210,000  increase  in  the  valae  of  the 
building  and  $115,000  net  increase  in  the  stock." 
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This  should  read: 

•'  On  the  opposite  side  I  put  $210,000  increase  in  the  lalue  of  the  building  and 
$147,000  net  increase  in  the  stock." 

This  will  result  in  making  my  reply  to  your  question  as  Indicated  near  the 
bottom  of  the  page,  which  reads  as  follows :' 

"Mr.  Cakusi.  So  your  operations,  then,  have  resulted  in  a  loss  of  $97,000?  " 
read — 

"Mr.  Caeusi.  So  your  operations,  then,  have  resulted  in  a  loss  of  $130,000?" 

The  changing  of  this  figure  will  result  in  several  minor  changes  in  the  fig- 
ures between  these  two  questions,  but  I  have  only  deemed  it  necessary  to  give 
the  original  figure,  which  was  incorrect,  and  the  incorrect  result  arising  from 
the  use  of  this  figure. 

I  would  also  say  that  this  figure  of  $115,000  appears  several  times  in  my  testi- 
mony as  the  net  increase  in  the  stock,  and  wherever  it  appears  it  should  always 
be  changed  to  $147,000.  The  error  In  this  case  was  caused  by  the  fact  that  I 
neglected  to  consider  the  surplus  received  on  account  of  the  partial  subscrip- 
tions to  capital  stock  .while  I  did  consider  the  commissions  and  expenses  paid 
out  to  secure  these  partial  subscriptions. 

I  trust  that  this  statement  of  mine  is  clear  and  that  you  will  be  able  to  present 
the  same  to  the  committee  in  the  usual  course  of  events.     I  was  prevented  from 
doing  so  on  Thvirsday,  January  23,  when  I  was  in  Washington,  as  I  did  not  want 
to  disturb  the  trend  of  the  testimony  which  was  then  before  the  committee. 
Very  truly,  yours, 

Lee  J.  Wolfe. 

Mr.  Johnson.  Judge  Gould,  in  your  own  way,  then,  just  go  ahead 
and  make  such  statement  relative  to  yourself  as  you  care. 

Justice  GoTJLD.  So  far  as  I  am  personally  concerned,  my  statement 
will  be  very  brief.  Some  early  day  in  the  week — the  day  prior  to  my 
writing  the  chairman  of  the  committee — I  was  informed  by  a  very 
reliable  gentleman  that  the  chairman  of  the  Rules  Committee  had 
stated  to  him  that  a  member  of  this  subcommittee  had  made  a  state- 
ment to  the  Rules  Committee,  when  the  matter  of  the  adoption  of  this 
resolution  was  before  that  committee,  that  I  had  received  $5,000  for 
the  use  of  my  name  by  either  one  or  both  of  these  companies ;  that  the 
chairman  of  the  Rules  Committee  also  stated,  at  the  same  time,  that 
had  it  not  been  for  that  statement  in  regard  to  myself  and  an  addi- 
tional statement  in  regard  to  Mr.  Jordan  and  his  connection  with  the 
two  companies,  he  would  not  have  favored  the  passage  of  the  resolu- 
tion; so  that,  independent  of  the  reflection  upon  myself,  the  state- 
ment was  so  connected  with  the  basis  of  this  investigation  that  I 
deemed  it  my  duty  to  deny  it,  not  only  on  the  ground  of  my  personal 
relation,  but  in  behalf  of  the  two  companies,  and  to  say  that  the  state- 
ment is  absolutely  untrue.  I  have  never  been  paid  a  dollar  or  re- 
ceived any  valuable  consideration  of  any  kind  from  either  one  of  the 
companies  or  from  any  other  person  for  the  use  of  my  name.  So  far 
as  I  am  personally  concerned,  that  is  all  I  desire  to  state  to  the  com- 
mittee. Any  questions  that  the  chairman  or  members  desire  to  ask 
I  am  prepared  to  answer. 

Mr.  Johnson.  Judge  Prouty,  do  you  care  to  ask  anything  ? 

Mr.  Redfield.  We  assume  that  the  judge  is  here  as  a  witness  to  be 
examined,  and  shall  desire  the  privilege  of  examining  the  judge  as  a 
witness,  apart  from  this  statement. 

Justice  Gould.  Why,  certainly;  I  so  stated  to  the  chairman,  that 
when  I  appeared  I  would  be  very  glad  to  answer  any  question  that 
was  within  my  knowledge. 

Mr.  Peouty.  I  might  ask  this  general  question,  Judge :  How  much 
do  you  receive  in  the  way  of  salaries  or  compensation  or  dividends 
from  either  of  these  companies  or  from  Tuttle,  Wightman  &  Dudley  ? 
How  much  have  you  received  during  the  past  year  ? 
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Justice  GoTJXiD.  Why,  Judge  Prouty,  I  have  no  account  of  it,  but  I 
can  state  what  the  agreement  is  as  to  what  I  should  receive.  From 
July  of  last  year — six  months  back — I  was  elected  vice  president  of 
?acn  company,  at  a  salary  of  $750  a  year  from  each  company,  making 
a  total  of  $1,500.  1  have  received  that  salary  during  the  six  months 
that  have  succeeded  my  election.  As  to  dividends,  1  am  a  stock- 
holder in  the  Commercial,  which  stock  I  bought  at  the  market  price 
and  paid  the  market  price  for.  I  have  received  the  regular  dividend 
on  that  stock  semiannually;  I  do  not  remember  the  amount — ^very 
small.  I  bought  and  paid  for  a  thousand  dollars  worth  of  stock  in 
the  First  National,  upon  which,  of  course,  no  dividend  has  been 
declared,  because  none  has  been  earned.  I  have  received  dividends 
from  time  to  time  in  the  last  few  months  from  the  small  holding  I 
have  in  Tuttle,  Wightman  &  Dudley,  to  the  aggregate  amount  of  a 
few  hundred  dollars. 

I  may  say  that  the  total  amount  which  I  have  received,  most  of 
which  has  been  paid  in  the  last  six  months,  I  do  not  think  has  very 
much  exceeded  the  amount  that  I  have  put  into  the  companies  by  way 
of  purchase  of  stock  and  the  expense  I  was  put  to  last  summer  in 
coming  here  to  attend  to  the  business  of  the  company  during  my 
vacation.  I  came  here  on  four  occasions,  I  recall  distinctly,  from 
quite  a  distance,  paying  my  own  expenses,  and  at  one  time  I  was  here 
a  number  of  days  at  my  own  expense.  T  should  say  that  the  differ- 
ence between  what  I  have  paid  in  and  what  I  have  received  is  very 
small.  I  never  figured  it  out  at  all;  but  the  statement  that  any  of 
that  was  paid  to  me  for  the  use  of  my  name  can  be  demonstrated  to 
be  untrue  by  the  facts  and  circumstances  of  the  case,  independent  of 
my  own  denial  of  it  under  oath. 

Mr.  Pkoutv.  Judge,  do  you  find  yourself  under  any  embarrassment 
in  occupying  the  position  as  a  stockholder  and  director  in  the  Tuttle, 
Wightman  &  Dudley  organization  when  it  makes  contracts  and  does 
business  with  the  insurance  companies  of  which  you  are  yourself  vice 
president  ? 

Justice  GoxTLD.  Under  the  circumstances,  no ;  and  I  possibly  might 
explain  that  in  this  way  :  I  understand  what  Judge  Prouty's  thought 
is — the  vice  of  interlocking  directorates,  which  are  not  uncommon, 
but  which  are  not  popular  now.  When  I  received  my  stock  in  Tuttle, 
Wightman  &  Dudley — that  is,  if  I  ever  did  receive  it;  I  can  not  find 
it,  and  I  have  no  recollection  of  it — it  came  to  me  in  this  way :  I  had 
bought  my  stock  in  the  Commercial — j^ossibly  I  had  better  state  how 
1  became  connected  with  the  Commercial. 

In  the  early  summer  or  late  spring  of  1911  I  received  a  letter  in 
my  mail  from  Mr.  Harper,  president  of  the  District  National  Bank, 
with  whom  I  had  had  extremely  friendly  and  social  relations  for 
many  years,  saying  that  there  was  a  vacancy  on  the  board  of  the 
Commercial  Fire  Insurance  Co.,  and  asking  if  I  would  fill  the 
^-acancy,  and  saying  that  I  would  only  have  to  buy  stock  enough  to 
qualify  me — I  think  10  shares — to  act  as  a  director.  I  gave  the 
letter  no  attention  for  several  days.  In  fact,  I  had  not  the  slightest 
idea  of  accepting  it,  because  the  amount  of  money  that  I  could  invest 
in  anything  of  that  sort  was  not  sufficient  to  make  the  income  on  it 
revenue.  Then  later  on  I  was  called  up,  I  think,  on  the  phone  by 
Mr.  Harper,  and  he  asked  me  what  my  decision  was.  For  a  number 
of  years  I  had  been  lecturing  on  the  law  of  insurance  in  the  George- 
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town  University  Law  School,  and  had  Jsecome  very  much  interested 
in  the  legal  aspect  of  the  subject,  and  I  think  that  fact  and  a  desire 
possibly,  to  have  some  inside  idea  of  the  underwriting  end  of  the 
subject,  induced  me  to  take  the  stock.  I  signified  my  acceptance  and 
was  elected  on  the  board,  and  bought  my  stock,  as  I  say,  at  the  market 
price,  and  paid  for  it  in  cash.  Mr.  Harper,  at  that  time,  told  me 
that  there  were  plans  under  way  for  enlarging  the  scope  of  the 
company.  It  had  been  a  local  company;  I  had  known  of  it  for 
many  years.  One  of  my  associates  on  the  bench  had  been  the  vice 
president  of  it  under  the  old  regime,  and  under  those  circumstances 
I  became  a  director.  At  that  time  Tuttle,  Wightman  &  Dudley  were 
unincorporated,  and  had  their  underwriting  contract  already  made, 
oh,  many  months  before,  with  the  Commercial. 

Along  in  the  fall  of  that  year,  I  should  say  October  or  November, 
Mr.  Carusi,  who  was  general  counsel  of  the  company,  told  me  that 
Tuttle,  Wightman  &  Dudley  desired  to  incorporate;  that  there  were 
differences  of  a  certain  nature,  as  to  which  I  asked  no  questions,  be- 
tween the  members  of  the  firm ;  and  that  there  were  liable  to  be  other 
differences ;  and  that  they  wanted  to  incorporate  to  give  perpetuity 
to  their  concern,  to  prevent  dissolution  in  the  event  of  death  or 
disagreement,  and  wanted  to  laiow  if  I  would  act  as  the  fifth  man 
on  the  board  of  directors,  in  the  capacity  of  umpire  or  referee  in 
the  event  of  any  dissensions  between  them,  saying  that  all  parties 
had  agreed  that  they  were  satisfied  to  have  me  occupy  that  position. 
I  assented  and  he  said  stock  enought  would  be  placed  in  my  name  to 
qualify  me  as  such  director.  I  did  not  even  have  the  interest  in  the 
matter  to  ask  the  amount  of  stock,  and  gave  it  no  attention,  and  I 
do  not  know  that  I  ever  received  a  certificate,  and  yet  I  am  perfectly 
willing  to  admit  that  I  did,  even  though  I  can  not  find  it.  I  have 
no  desire  to  disavow  it  in  any  way.  At  that  time  the  First  National 
had  never  been  thought  of,  to  my  knowledge.  Certainly,  I  had  never 
heard  it  suggested  that  another  company  should  be  formed.  Now, 
that  was  the  inception  of  my  connection  with  the  companies.  You 
can  readily  see  how  far  removed  any  suggestion  of  compensation  for 
the  use  of  my  name  was  from  my  mind,  or  the  minds  of  those  who 
invited  me  to  join.  So  far  as  the  direct  question  of  Judge  Prouty's 
is  concerned,  the  board  of  directors  of  the  Commercial  at  that  time 
was  composed  of  15  men,  as  I  recall — I  know  it  was  a  very  large 
board — and  ,men  who  attended  to  the  business  of  the  company ;  and 
the  presence  of  two  or  three  on  that  board  who  were  connected  with 
Tuttle,  Wightman  &  Dudley  would  hardly  make  any  difference  in 
a  decision  reached  by  the  company  upon  a  matter  of  business  between 
the  company  and  Tuttle,  Wightman  &  Dudley.  As  a  matter  of  fact, 
in  any  business  that  I  transacted  for  the  company,  it  never  entered 
my  head  in  the  remotest  way  that  I  was  interested  in  Tuttle,  Wight- 
man  &  Dudley  at  that  time.  As  I  say,  the  underwriting  contract 
had  already  been  made,  and  there  was  no  question  about  that ;  and  a 
stock-selling  contract  for  the  Commercial  had  already  been  made. 

Mr.  Phouty.  About  how  much  money  in  dividends  have  you  re- 
ceived on  your  10  shares  of  stock? 

Judge  Gould.  A  hundred  dollars'  worth  of  stock,  as  I  under- 
stand it? 

Mr.  Peotity.  Yes ;  a  hundred  dollars'  worth. 


1720  IKVESTIGATIOX   OP   INSURANCE   COMPANIES. 

Judge  Gould.  Yes.  Why,  I  should  say  seven  or  eight  hundred 
dollars.    I  do  not  think  any  more  than  that. 

Mr.  Peoutt.  And  about  how  much  have  you  received  from  the 
two  insurance  companies? 

Judge  Gould.  Why,  somebody  handed  me  a  statement  from  some 
member  of  the  company,  saying  it  was  about  seventeen  or  eighteen 
hundred  dollars.  I  would  not  deny  that;  I  have  no  account  of  it, 
but  I  should  say  that  was  a  very  liberal  estimate. 

Mr.  Pkoutt.  I  mean  on  the  stock. 

Judge  Gould.  On  the  stock? 

Mr.  Proutt.  Dividends  on  the  stock;  yes. 

Judge  Gould.  I  answered  that. 

Mr.  Douglas.  He  means  dividends  on  the  stock  of  the  Commercial 
Fire. 

Mr.  Peoutt.  Yes. 

Judge  Gould.  Oh,  my  stock.  Judge,  in  the  Commercial  Fire  is  10 
shares  of  $5  par,  and  I  think  the  dividends  were  first  6  per  cent  on 
the  par  value.  That  would  be  $3  every  six  months,  and  then  they 
were  increased  to  be  $6.  I  have  received  three  dividends,  I  think, 
which  would  be  $12. 

Mr.  Prouty.  The  thought  I  am  getting  at.  Judge,  is  this:  Your 
dividend  results  or  interests  from  Tuttle,  Wightman  &  Dudley  are 
very  much  larger  than  from  the  other  ? 

Judge  Gould.  Oh,  that  situation  arose  long  subsequent  to  my 
connection  with  the  company. 

Mr.  Prot  lY.  "Well,  I  am  only  getting  at  the  present  situation. 

Judge  Gouu).  Yes ;  at  the  present  time. 

Mr.  Prouty.  Now,  suppose.  Judge,  there  were  to  be  a  real  con- 
troversy between  the  company  and  Tuttle,  Wightman  &  Dudley  as 
to  the  cancellation  of  these  contracts,  feeling  that  they  were  unfair 
to  the  company,  do  you  feel  that  your  relation  to  Tuttle,  Wightman 
&  Dudley  would  put  you  in  position  to  act  freely  and  without  preju- 
dice with  the  company — with  the  insurance  company  ? 

Judge  Gould.  Well,  I  can  answer  that  very  frankly  by  saying  if 
that  contingency — which  is  an  extremely  remote  one  to  my  mind, 
knowing,  as  I  do,  the  terms  of  these  contracts — should  arise,  I  should 
feel  under  the  great  obligations,  the  most  sacred  obligations,  to  act 
entirely  in  the  interest  of  the  insurance  companies,  for  the  reason 
that  I  have  no  doubt  many  of  the  people  who  have  invested  their 
money  in  the  insurance  companies  have  done  so  relying  upon  my 
connection  as  a  director  with  these  companies. 

Mr.  Prouty.  Well,  would  you  feel,  Judge,  that  that  was  quite  fair 
to  Tuttle,  AVightman  &  Dudley,  since  they  have  given  you  this  stock? 

Justice  Gota.D.  I  would,  absolutely,  because  I  took  the  stock  as  a 
favor  to  them  and  not  as  any  favor  to  myself,  without  the  slightest 
anticipation  that  it  would  be  worth  anything  at  all.  It  was  so  negli- 
gible that,  as  I  say,  if  I  did  receive  a  certificate,  I  can  not  tell  where 
it  is.  I  did  not  give  it  a  thought  that  it  would  ever  be  of  any  value 
to  me.  As  I  say,  at  that  time  the  institution  out  of  which  they  have 
made  their  money  was  not  in  contemplation  and  certainly  had  not 
been  mentioned  to  me  in  any  way,  directly  or  indirectly. 

Mr.  Prouty.  Well,  did  you  vote  upon  the  question  of  granting  to 
them  the  contract  with  the  First  National? 

Justice  Gould.  The  tmd^rwriting  contract? 


INVESTIGATION   OF  INSUKANCE  COMPANIES.  1721 

Mr.  Peouty.  Yes. 

Justice  Gould.  I  not  only  voted  on  that,  but  I  assisted,  I  think  T 
may  say,  with  modesty,  in  securing  a  better  contract  than  the  Com- 
mercial had  with  the  same  imderwriters.  To  my  mind,  from  what 
experience  I  have  had  with  underwriting  contracts,  the  contract  with 
the  Commercial  is  a  fair,  just  contract  between  the  parties;  I  think 
it  has  been  so  testified  by  experts  here.  If  it  is,  then  I  think  the  con- 
tract that  they  have  with  the  First  National  is  a  great  deal  fairer 
one.  I  insisted  upon  provisions  in  that  that  were  detrimental  to 
Tuttle,  Wightman  &  Dudley.  I  say  "  detrimental "  in  a  pecuniary 
sense,  and  favorable  to  the  company.  Now,  whatever  may  be  the 
form;  the  inconsistency  in  the  form  of  holding  stock  in  Tuttle,  Wight- 
man  &  Dudley,  and  also  representing,  as  a  director,  the  other  com- 
panies, in  the  actual  transaction  of  the  business,  my  attitude  and  my 
interest  have  always  been  to  help  the  companies  and  not  them. 

Mr.  Peouty.  Let  me  ask  you  a  broader  question,  since  you  are 
answering  along  those  lines. 

Judge  Gould.  Yes,  sir. 

Mr.  Peouty.  Do  you  think  it  is  a  wise  policy  to  allow  the  officers 
of  a  company  to  make  contracts  on  behalf  of  the  company  with  them- 
selves by  which  they  receive  large  benefits  ? 

Judge  Gould.  As  a  general  proposition,  I  should  say  no;  abso- 
lutely. 

Mr.  Peouty.  Well,  is  it  not  absolutely  wrong? 

Judge  Gould.  No;  there  may  be  circumstances  where  it  is  tech- 
nically wrong,  yet  where  the  result  will  be  beneficial.  Now,  you  take 
this  case.  Here  was  a  local  company  moving  along  in  a  very  con- 
servative, moderate  way,  making  a  small  income.  With  the  insur- 
ance business  in  such  a  condition  that  I  think  it  is  admitted  by  all 
insurance  underwriters  and  insurance  experts  that  small  companies 
have  got  to  go  to  the  wall,  under  modern  restrictions  by  the  States, 
which  are  probably  wise,  it  takes  a  large  capital  to  continue  a  flour- 
ishing insurance  business.  Now,  the  only  possible  hope  in  future  for 
this  insurance  company,  or  for  any  insurance  company,  is  a  large 
capital  and  a  company  headed  by  practical,  aggressive  insurance 
men ;  and  after  my  acquaintance  with  Mr.  Tuttle,  whom  I  had  never 
seen  until  I  went  into  the  Commercial  at  the  suggestion  of  Mr.  Har- 
per— had  no  acquaintance  with  him  whatever — I  became  satisfied  that 
that  man's  honest  ambition  was  not  the  money  he  might  make  out 
of  the  underwriting  contract,  but  to  become  the  head  of  a  big  insur- 
ance company  or  companies  here  in  this  city,  where,  incorporated 
under  the  laws  of  Congress  and  having  the  supervision  that  there  is 
here  of  the  companies,  this  might  become  an  insurance  center.  He 
had  that  ambition,  and  I  was  satisfied  that  he  was  honestly  attempt- 
ing to  realize  it ;  and  I  felt,  as  a  citizen  of  the  city  here  and  interested 
in  its  progress,  that  any  reasonable  step  that  could  be  taken  to  help 
liim  out  was  a  wise  one.  Now,  to  do  that  it  was  necessary^,  under  the 
circumstances  in  this  case,  to  give  him  and  his  associates  an  interest — 
which  he  already  had  bought  in  the  acquisition  of  stock  in  the  Com- 
mercial— in  the  company ;  and  his  interests  as  an  underwriter,  in  my 
judgment,  were  subservient  to  the  interest  and  ambition  which  he 
had  for  himself  and  his  friends  in  the  companies  themselves.  Now, 
that  is  the  practical  situation  that  I  thought  existed  there.     The 
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technical  objection  which  Judge  Prouty  urges  is  one  to  be  consid- 
ered.    There  is  no  doubt  about  that. 

Mr.  Pkoi'ty.  Covering  the  same  question  that  you  are  now  discuss- 
ing, do  you  not  think  that  Mr.  Turtle,  as  an  officer  of  the  company 
and  having  pride  in  the  building  up  of  the  company,  would  be  stimu- 
lated to  all  the  activity  and  energy  that  he  had  in  building  up  the 
company,  independent  of  a  side  contract  by  Avhich  he  might  make 
additional  compensation? 

Judge  Gould.  In  those  circumstances,  now,  avIio  else  was  the  com- 
pany to  make  an  underwriting  contract  with? 

They  had  made  a  contract  before  with  a  man  named  Kelly — a  con- 
tract which  was  full  of  loss  and  misfortune  to  them,  and  I  am  not 
reflecting  on  Mv.  Kelly  at  all,  because  he  is  a  well-known  under- 
writer— and  the  underwriting  rate,  in  my  recollection,  was,  I  think, 
37^  per  cent,  was  it  not,  Mr.  Carusi  ? 

Mr.  Carusi.  Yes,  sir. 

Judge  Gould.  And  here  was  one  at  :^5  per  cent  and  with  more  fa- 
vorable terms. 

Mr.  Proutv.  '\^"ell,  what  I  am  getting  at.  Judge,  is  this:  It  is  ap- 
jjarent  that  the  Kelly  contract  would  not  work,  in  the  history  of  this 
transaction  which  has  already  been  developed.  Is  it  a  safe  policy  for 
a  company  whose  business  it  is  to  underwrite  to  sell  out  its  under- 
writing business  to  another  party,  and  that  party  especially  the  presi- 
dent of  the  company  with  which  the  contract  is  made? 

.Judge  Gould.  Well,  he  was  not  then  president  of  the  company,  Mr. 
Prouty. 

^Ir.  Prouty.  I'ou  mean  of  the  Commercial? 

Judge  Gould.  Of  the  Commercial;  he  was  elected  only  last  July. 

Mr.  Prouty.  But  the  evidence  shows.  Judge,  without  any  question 
that  he  was  in  full  control. 

Judge  Goui-iD.  Oh,  he  could  ha^'e  been  elected  president,  undoubt- 
edly. 

Mr.  Proi'ty.  He  was  in  full  control  because  the  man  who  was 
elected  was  elected  by  his  vote. 

Judge  Gould.  Yes ;  because  the  men  who  put  the  money  in  the 
Commercial  were  his  friends  and  his  associates,  so  you  are  perfectly 
correct  in  saying  that. 

Mr.  Prox'ty.  The  point  I  am  getting  at,  Judge,  is  this :  Is  it  not  a 
safer  public  policy  to  require  a  man  who  conducts  the  affairs  of  a 
corporation  like  an  insurance  company,  which  deals  with  the  general 
public,  to  be  on  a  salary,  and  a  fixed  salary  at  that,  so  that  the  stock- 
holders and  policyholders  and  everybody  will  know  just  what  he  is 
drawing  out  of  the  company,  rather  than  to  let  him  act  as  an  oiEcer 
for  a  nominal  pay  or  nominal  salary,  and  then  have  a  side  contract 
out  of  which  he  is  supposedly,  and  as  in  this  case,  he  receives  large 
profits?     Is  not  that  a  dangerous  public  policy? 

Judge  Gould.  I  admit  that  it  is  a  debatable  question.  I  hardly 
feel  qualified  to  answer  it.  If  I  were  to  answer  it  from  the  experience 
of  this  company,  which  is  a  dangerous  thing  to  do — to  take  one  in- 
stance— I  should  say  it  was  not  bad  for  the  company  for  this  reason: 
Now,  take  the  Kelly  contract.  Kelly  had  no  interest  in  the  company 
nor  in  its  stockholders.  He  only  Avanted  to  get  his  underwriting 
profits.  Now,  it  is  a  fact,  ^s  I  understand  it.  that  in  the  first  year  of 
this  underwriting  contract  at  3.5  per  cent — I  speak  subject  to  being 
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corrected — that  the  underwriters  made  no  money  out  of  that  contract ; 
if  they  did,  a  very  small  sum,  because,  as  we  all  laiow,  the  expenses  of 
a  new  company  in  placing  insurance  are  very  high ;  they  have  to  go 
in  and  fight  for  it  with  other  companies,  so  that  the  immediate  pros- 
pects of  Tuttle,  Wightman  &  Dudley  as  underwriters  were  small  in  a 
pecuniary  way.  Ultimately,  with  a  successful  company  behind 
them — and  they  must  make  the  company  successful  in  order  to  make 
the  underwriting  contract  good,  because  if  an  underwriting  contract 
has  not  behind  it  a  big  solvent  company  people  are  not  going  to  take 

insurance  through  its  underwriters 

Mr.  Prouty  (interposing).  Of  course  everybody  recognizes  the 
fact  that  it  is  not  a  safe  thing  to  kill  the  hen  that  lays  the  golden 

Judge  Gould.  That  is  it,  exactly. 

Mr.  Protjty.  If  you  are  gathering  the  eggs. 

Judge  Gould.  Exactly. 

Mr.  Prouty.  But  could  not  a  fellow  take  charge  of  the  hen  just  as 
well  if  he  were  in  direct  charge  of  the  hen  instead  of  indirectly 
through  the  eggs? 

Judge  Gould.  Well,  I  think  if  he  had  an  underwriting  contract, 
the  value  of  which  depended  upon  his  making  the  company  strong 
and  aggressive  and  permanent,  that  "he  would  be  mighty  inclined  to 
first  make  that  company  a  big  strong  company,  and  then  get  liis 
2>rofits  later  from  his  underwriting  contract. 

Mr.  Peoutt.  That  is  for  the  same  reason  that  the  fellow  would 
feed  the  hen. 

Mr.  Johnson.  It  was  a  goose  that  laid  a  golden  egg.  Judge  Prouty. 

Mr.  Prouty.  All  right. 

Judge  Gould.  Yes,  certainly;  that  is  it.  Now,  I  want  to  saj',  of 
course,  that  I  am  not  a  practical  underwriting  expert.  I  know 
something  of  the  law  of  insurance,  but  I  have  learned  more  of  the 
practical  working  of  the  underwriting  part  of  it  since  this  investi- 
gation begun  than  I  ever  knew  before. 

Mr.  Prouty.  Now.  Judge,  you  spoke — and,  perhaps,  justifiably. 
too — of  the  fact  that  Tuttle,  Wightman  &  Dudley  did  not  make  any 
profit  in  the  first  year  of  this  contract. 

Judge  Gould.  That  is  my  understanding. 

Mr.  Prouty.  Now,  I  might  call  your  attention  to  the  fact  that  it 
is  equally  plain  and  clear  ftom  the  testimony  in  this  hearing  that  the 
companies  did  not  make  anything  out  of  the  second  year. 

Judge  Gould.  Of  underwriting? 

Mr.  Prouty.  Yes. 

Judge  Gould.  No. 

Mr.  Prouty.  The  fact  is,  the  record  here  shows 

Judge  Gould  (interposing).  A  very  bad  year. 

Mr.  Prouty.  $130,000  to  $167,000,  depending  upon  how  you  figure 
it,  of  loss. 

Judge  Gould.  Yes ;  there  is  no  doubt  about  that,  and  no  one  was 
more  surprised  than  myself  at  that,  for  the  reason  that  in  1911  we 
had  an  underwriting  loss  of  only  28  per  cent.  Now,  I  know  from 
my  knowledge  of  the  business  of  the  company  that  no  less  care — I 
say  I  know  it;  I  know  it  as  well  as  a  man  can  know  the  details  of  a 
business  of  that  sort — no  less  care  was  exercised  in  placing  the  insur- 
ance in  1912  than  in  1911.     There  were  no  big  losses.     It  was  that 
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condition  with  every  insurance  company,  if  you  will  look  at  the 
records  in  the  standard  tables — that  every  insurance  company  at 
times  meets.  I  ha^e  here — I  think  I  have,  I  picked  it  up  on  my  desk 
yesterday,  after  I  had  been  told  I  might  be  heard  here  to-day.  I 
do  not  know  whether  it  has  been  oifered  in  ex'idence  or  not,  but  I 
asked  ^Ir.  Tuttle,  having  some  Imowledge  of  underwriting  from  the 
.standpoint  of  the  insured — I  asked  him  the  question,  "What  was  his 
policj'  as  to  risks,  and  I  knew  very  well  that  every  insurance  agent 
receives  from  his  company  peremptory  instructions  as  to  how  he 
shall  regulate  his  business,  and  Mr.  Tuttle,  in  answer  to  my  question, 
handed  me  this  paper,  which  is  dated  January 

Mr.  Peouty  (interposing).  That  has  been  introduced  in  evidence. 

Judge  Gould.  Well,  I  beg  your  pardon.  I  did  not  know  it  had; 
but  I  read  it  over,  and  it  looked  to  be  very  conservative. 

Mr.  Pboutt.  That  is  the  prohibited  list. 

Judge  Gould.  I  did  not  know  it  had  been  offered  in  evidence. 

Mr.  Eedfield.  The  reference  made  at  this  point  is  to  the  paper 
already  introduced  in  evidence  entitled  "  Instructions  to  agents," 
which  has  been  referred  to  as  the  "  Line  sheet " ;  is  that  right  ? 

Mr.  Douglas.  Yes. 

Judge  Gould.  I  have  not  seen  the  record.  I  did  not  Imow  it  had 
been  offered  in  evidence. 

Mr.  Prouty.  Without  going  into  the  details.  Judge,  I  want  to  get 
some  of  your  ideas  as  you  are  an  oflficer  in  this  company.  Do  you 
think  it  a  safe  business  policy  to  pursue  to  allow  a  man  to  pass 
upon  the  risks  who  is  not  primarily  interested  in  the  results  ? 

Judge  Gould.  Abstractly,  I  should  again  answer  y«i  I  do  not; 
concretely,  as  in  this  case,  the  evidence — my  information  is,  and  I 
think  it  is  in  evidence — that  Tuttle,  Wightman  &  Dudley  have  can- 
celed business  on  which  they  could  just  as  well  have  received  the 
underwriting  premium,  doing  it  of  their  own  volition,  for  the  sake 
of  the  interests  of  the  company. 

Mr.  Peouty.  Well,  you  only  justify  that  situation  by  the  superior 
integrity  and  knowledge 

Judge  Gould  (interposing).  No;  not  superior. 

Mr.  Peouty.  Well,  I  will  put  it  this  way :  Do  you  think  it  would 
be  ^-afe  to  allow  the  average  man  composed  of  the  ordinary  instincts 
of  selfish  interest  that  men  ordinarily  possess,  to  be  the  judge  of 
whether  a  policy  should  be  issued  or  not,  when  his  primal  interest 
was  in  the  premium  received,  and  not  in  the  loss  sustained? 

Judge  Gould.  Again,  abstractly,  no;  concretely,  his  underwriting 
business  depends,  as  I  have  stated,  on  the  company  behind  him. 
If  he  is  going  to  ruin  that  company  by  burning  it  up,  his  under- 
writing contract  becomes  of  no  value. 

Mr.  Peouty.  Well,  up  to  the  time  that  it  Idlls  the  hen  that  lays  the 
golden  egg,  his  interest  would  be  on  the  side  of  the  egg? 

Judge  Gould.  Absolutely ;  and  up  to  the  point  where  it  gives  the 
hen  a  bad  feeling  of  any  kind,  or  interferes  with  her  desire  to  lay, 
it  would  be  bad. 

Mr.  Peouty.  But  up  to  that  point  he  is  interested  in  the  egg? 

Judge  Gould.  Yes ;  and  I  suspect  he  wants  a  well  hen. 

Mr.  Peouty.  And  he  wants  the  hen  to  lay  lots  of  eggs  ? 

Judge  Gould.  Yes. 
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Mr.  Peotjty.  Well,  that  is  hardly  the  way  for  insurance  companies 
to  be  conducted  for  the  benefit  of  stockholders,  is  it  ? 

Judge  GoTiu>.  Now,  again  deferring  to  the  better  knowledge  of 
men  who  are  in  the  business,  I  understand  there  are  a  great  many 
companies  who  have  underwriting  contracts. 

Mr.  PBOUTr.  Well,  you  understand  there  are  a  great  many  that 
do  not,  do  you  not? 

Judge  Gould.  Oh,  yes. 

Mr.  Peotjty.  In  other  words,  that  there  are  only  comparatively 
few  out  of  the  whole  number  that  enter  into  those  contracts? 

Judge  GoTTLD.  Well,  I  think  there  are  less  than  formerly.  I  think 
they  are  diminishing  in  number,  if  I  am  correctly  informed.  The 
tendency  is  the  other  way.  The  objection,  and  the  principal  objec- 
tion or  the  practical  objection,  to  the  other  method  is  the  immense 
expense  it  entails  upon  a  small  company  to  establish  its  own  direct 
underwriting  agencies,  if  I  may  use  that  term,  instead  of  doing  it 
through  an  intermediary.  Now,  take  the  case  of  the  Commercial 
when  it  branched  out  into  the  different  States  into  which  it  has  gone. 
If  it  had  been  forced  to  do  all  the  work  that  has  been  done  by  Tut- 
tle,  Wightman  &  Dudley  in  getting  an  underwriting  force — an  agency 
force — why,  it  would  have  entailed  tremendous  expenditure  for  sal- 
aries for  men  at  the  head  office,  or  home  office,  in  getting  branch 
offices. 

Mr.  Protjty.  Well,  Judge,  will  you  not  concede  that  whatever 
expense  Tuttle,  Wightman  &  Dudley  are  to  in  this  matter  must  be 
finally  or  ultimately  paid  by  the  company,  or  else  Tuttle,  Wightman 
&  Dudley  will  go  out  of  business  ? 

Judge  GouTJD.  Oh,  no ;  they  pay  that  out  of  their  35  per  cent. 

Mr.  Peouty.  Well,  that  somes  out  of  the  company  ? 

Judge  GoTJLD.  They  would  have  to  pay  out  the  greater  part  of 
their  35  per  cent,  because  I  have  been  told  by  those  who  write  my 
insurance  that  they  get  20  to  25  per  cent  for  their  work. 

Mr.  Peotjty.  Yes;  to  local  agents? 

Judge  Gould.  Yes.    They  could  not  afford  to  do  it  for  much  less. 

Mr.  PijouTY.  What  I  am  trying  to  get  at  is  this :  Is  it  not  a  much 
safer  policy  to  have  a  man  who  is  an  officer  of  the  company,  and. 
running  the  affairs  of  the  company,  interested  in  the  stockholders 
rather  than  in  a  corporation  that  is  interested  in  the  profits  that  it 
may  derive  from  the  work  ? 

Judge  Gould.  Broadly  speaking,  I  agree  with  you  entirely. 

Mr.  Peotjty.  Now,  in  this  particular  case,  you  make  an  exception, 
as  I  understand. 

Judge  Gould.  I  make  the  exception 

Mr.  Peotjty  (interposing).  Upon  what  ground? 

Judge  Gould.  Upon  the  ground  that  the  fundamental  interest  of 
Mr.  Tuttle,  who  is  the  practical  insurance  man  who  has  organized 
these  companies — the  paramount  interest  he  had,  or  ambition  he  had, 
was  the  success  of  the  companies.  Of  course,  as  you  very  well 
put  it,  the  success  of  the  companies  made  his  contract  valuable,  but 
it  was  not  valuable  until  he  had  made  the  companies  successful. 
Now,  there  is  no  question  about  or  answer  to  your  proposition  in 
the  abstract  that  the  same  man  should  not  pass  upon  both.  I  thought 
myself  at  the  time  that  there  ought  to  be  some  bureau  of  the  com- 
]")anv  where  the  risks  were  ultimately  passed  upon,  but  you  must  re- 
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member  that  ^Ye  have  been  in  business  but  a  short  time.    We  had 
not 

Mr.  Pkottty  (interposing).  In  my  analysis  of  the  work  that  has 
been  done  here  and  of  the  e^-idence  that  has  been  introduced,  I 
think  I  see  a  good  many  places  where  the  interests  of  Tuttle,  Wight- 
man  &  Dudley  are  in  conflict,  or  capable  of  being  in  conflict,  with  the 
insurance  companies.  Let  me  make  just  a  little  suggestion  right  here 
as  an  illustration :  For  instance,  now,  it  appears  that  during  the  time 
that  this  trial  has  been  going  on  there  has  been  paid,  say,  $5,000  to 
the  newspapers  of  this  city  in  the  way  of  advertising.  "Now,  with- 
out attempting  to  decide  the  question,  it  occurs  to  me  that  it  might 
be  a  mighty  pretty  question  as  to  whether  that  money  was  spent  for 
Tuttle,  Wightman  &  Dudley  or  whether  it  was  spent  for  the  insur- 
ance companies.  Xow,  suppose  that  that  question — not  undertalring 
to  have  you  form  any  idea  of  it  as  to  what  the  right  of  it  would 
be — but  suppose  that  question  came  right  squarely  up  down  there, 
who  would  there  be  down  there  that  would  be  interested  aggressively 
in  raising  that  question  and  presenting  it  on  behalf  of  the  comi 
panics? 

Judge  Gould.  You  want  me  to  answer  that  personally? 

]Mr.  Prouty.  Yes. 

Judge  Gould.  I  would  have  been  if  it  had  been  presented  to  me. 
I  would  not  have  paid  the  newspapers  $10  for  advertising  any  more 
than  that  with  a  big  building  on  hand,  as  we  have  there,  publicity 
is  a  great  aid  to  renting  the  offices  in  it ;  and  an  occasional  publication 
of  tile  assets  and  liabilities  of  a  corporation  seeking  public  favor  is 
a  wise  thing,  as  every  bank  in  town  does  it,  and  the  trust  companies. 

Mr.  Peouty.  Well,  without  entering  into  a  lengthy  discussion,  the 
reports  show  here  that  the  percentage  of  rented  space  is  not  as  much 
as  it  was  before  the  advertising,  but  what  I  am  getting  at  is  who 
is  there  down  there  that  will  stand  like  a  brick  wall  for  the  insurance 
companies  against  the  other  parties  who  are,  in  fact,  running  the 
company  ? 

Judge  Gould.  Well,  Tuttle,  Wightman  &  Dudley  get  no  benefit 
from  this  advertisement — could  not  possibly,  because  their  under- 
writing is 

Mr.  Peouty  (interposing).  Well,  I  do  not  want  you  to  pass  on 
that  question  now.  Judge. 

Judge  Goltld.  Well,  I  am  not  sitting  as  a  judge,  if  your  honors 
please.  I  say  that  they  could  not,  because  they  have  no  underwrit- 
ing business  in  this  District.  It  is  all  in  the  hands  of  the  company 
direct,  so  that  advertising  here  could  not,  by  any  remote  inference, 
help  Tuttle,  Wightman  &  Dudley. 

Mr.  Peouty.  Well,  it  must  be  apparent,  Judge,  that  it  was  not  done 
to  take  care  of  purely  local  matters,  because  they  paid  out  more  than 
their  entire  gross  premiums  for  the  period  covered  by  this  adver- 
tising. 

Judge  Gould.  Well,  that  is  a  question  of  business  policy  that  I  do 
not  care  to  criticize. 

Mr.  Peouty.  I.  did  not  ask  you  to  pass  upon  that.  I  do  not  want 
to  hamper  you 

Judge  Gould  (interposing).  You  would  not  hamper  me  at  all. 
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Mr.  Peouty.  But  who  is  there  down  there  now,  in  case  a  contro- 
versy like  that  should  arise,  to  raise  the  question  on  behalf  of  the 
insurance  companies  and  fight  for  them  ? 

Judge  GoTJLD.  Pardon  me  if  I  ask  you  where  is  the  controversy 
in  regard  to  that  advertisement — as  between  Tuttle,  Wightman  & 
Dudley  (Inc.)  and  the  companies?     They  get  no  benefit  from  it. 

Mr.  Prouty.  Well,  that  shows  at  once  to  my  mind  that  there  is 
danger  in  the  situation.  I  might  say,  offhand,  without  any  interest 
in  this  case  one  vay  or  the  other,  that  it  is  a  very  doubtful  ques- 
tion in  my  mind  whether  the  insurance  companies  have  derived  any 
benefit  from  it. 

Judge  Gould,  flight  I  be  Yankee  enough  to  ask  you  a  question? 

Mr.  Peouty.  Sure. 

Judge  Gould.  What  interest  did  Tuttle,  Wightman  &  Dudley  have 
in  it? 

Mr.  Peouty.  They  were  under  fire. 

Judge  Gould.  Oh,  no;  I  think  it  was  the  insurance  companies. 

^Ir.  Peouty.  Well,  their  connection  with  them. 

Judge  Gould.  So  far  as  their  relations  are  concerned. 

Mr.  Peouty.  And  the  effect  upon  the  general  public. 

Judge  Gould.  But,  Judge  Prouty,  so  far  as  these  advertisements 
are  concerned,  where  do  they  derive  any  pecuniary  benefits? 

Mr.  Peouty.  You  and  I  might  differ  as  to  whether  the  insurance 
companies  get  any  benefit. 

Judge  Gould.  I  do  not  think  we  would. 

Mr.  Peouty.  But  it  is  done  for  the  benefit  of  somebody,  I  dare  say. 

Judge  Gould.  Done  for  the  benefit  of  the  newspapers,  I  think. 

Mr.  Peouty.  Done  for  the  benefit  of  the  newspapers? 

Judge  Gould.  Yes. 

Mr.  Peouty.  I  do  not  think  you  want  to  make  that  statement, 
Judge.  You  do  not  mean  to  say  they  were  trying  to  get  the  influence 
of  the  newspapers  in  this  way? 

Judge  Gould.  I  say,  as  a  matter  of  fact,  I  do  not  think  that  the 
advertising  was  of  benefit  to  anybody  whatever.  1  do  not  think  it 
helped  the  business  of  the  compny. 

Mr.  Peouty.  Well,  can  you  not  conceive  that  a  fellow  who  was  a 
good  strong  representative  of  the  insurance  company  might  raise  a 
question  as  to  whether  Tuttle,  without  consulting  anybody,  should 
go  ahead  and  make  that  expenditure? 

Judge  Gould.  If  Tuttle  made  it,  I  suppose  he  did  so  as  president 
of  the  company. 

Mr.  Peouty.  Well,  he  realized  that  Tuttle,  Wightman  &  Dudley 
were  under  fire  in  this  heai'ing? 

Judge  Gould.  Why,  no  more  than  the  companies. 

Mr.  Peouty.  Now,  without  consulting  the  fellows  who  represented 
the  insurance  companies,  do  you  think  that  he  would  be  clearly  justi- 
fied— so  clearly  justified  in  going  ahead  and  making  an  expenditure 
of  that  kind,  that  nobody  would  have  any  right  to  raise  any  question 
about  it? 

Judge  Gould.  Well,  when  the  bills  are  presented,  I  expect  the 
board  of  directors  will  have  a  right  to  say  something  about  it. 

Mr.  Peouty.  Now,  Judge,  that  is  coming  right  to  the  question  I 
am  repeating.  Who  is  there  down  there  that  will  stand  up  to  fight 
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for  the  insurance  companies,  if  that  proposition  should  come  up? 
Whose  interest  would  be  more  subserved  by  having  the  insurance 
companies  pay  for  this? 

Judge  Gould.  T  should  say  a  large  majority  of  the  board  of  direc- 
tors have  no  interest  in  Tuttle,  Wightman  &  Dudley — not  the  re- 
motest—except as  they  hope  to  see  them  make  the  companies  a  suc- 
cess. I  should  say  a  large  majority  of  the  board.  I  have  not  the  list 
here,  and  I  could  not  name  them. 

Mr.  Peouty.  Well,  we  have  been  searching  here  for  several  days 
for  the  man  down  there  in  that  building  and  in  active  connection 
with  the  companies  who  would  be  less  interested  in  Tuttle,  Wight- 
man  &  Dudley  than  in  the  insurance  companies,  and  so  far,  we  have 
not  been  able  to  find  him.  Xow,  I  am  making  that  inquiry  of  you. 
See  if  you  can  find  him. 

Judge  GotTLD.  Well,  if  you  will  give  me  a  list  of  the  board  of 
directors — I  have  a  gentleman  sitting  here  at  my  right  whom  I  would 
regard  as  absolutely  capable  of  watching  the  interests  of  the  company. 

Mr.  Peouty.  To  whom  do  you  refer? 

Judge  Gould.  Mr.  Harper,  the  president  of  the  District  National 
Bank.  I  think  he  is  sedulous  in  his  endeavor  to  protect  the  com- 
panies. He  has  not  the  slightest  interest  in  Tuttle,  Wightman  & 
Dudley. 

Mr.  Prouty.  He  does  not  stay  down  there  in  the  building,  does  he? 

Judge  Gould.  He  is  a  good  deal  there.  He  has  his  bank,  but  he  is 
interested  there  and  is  there  a  good  deal.  Oh,  you  mean  actually  in 
the  building  there? 

Mr.  Prouty.  Yes. 

Judge  Gould.  No;  we  have  no  officer  there,  except  the  paid  em- 
ployees, who  would  be  in  that  position. 

Mr.  Prouty.  Not  Tuttle,  Wightman,  or  Dudley,  or  Mr.  Carusi,  or 
Mr.  Davis  would  be  the  ones  to  actually  raise  a  question  like  the  one 
that  I  am  propounding  to  you  ? 

Judge  Gould.  No ;  it  would  come  up  in  a  board  of  directors'  meet- 
ing, where,  as  I  say,  a  majority  of  the  board — a  very  large  majority 
are  absolutely  not  connected  in  any  way  whatever  with  Tuttle, 
Wightman  &  Dudley  (Inc.). 

Mr.  Prouty.  Well,  you  and  I  know  enough  about  boards  of  direc- 
tors to  know  that  fellows  who  are  just  called  together  once  in  a  while 
without  coming  closely  together  do  not  raise  those  somewhat  embar- 
rassing questions  often.  But  what  I  am  getting  at  and  what  I  ain  try- 
ing seriously  to  find  out  is  whether  there  is  anybody  down  there  in  the 
Southern  Building,  in  active  connection  with  the  business,  who 
stands  there  as  the  real  protector  of  the  insurance  companies  when  it 
comes  to  questions  of  this  kind? 

Judge  Gould.  There  is  no  officer  who  has  that  position  and  stays 
there,  outside  of  the  members  of  the  board  of  directors,  whom,  as  I 
say,  are,  most  of  them,  very  diligent  in  their  attendance  and  careful 
in  their  observance  of  the  conduct  of  the  company.  Are  there  any 
other  questions,  gentlemen? 

Mr.  Prouty.  I  thing  that  is  all,  Judge,  that  I  have  in  mind. 

Mr.  REDriELD.  Judge  Gould,  was  this  advertising  all  local? 

Judge  Gould.  I  have  no  knowledge  of  it  at  all,  except  as  I  saw  it 
in  the  papers. 
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Mr.  Redfield.  Will  you  identify  this  advertisement  and  state  to 
the  committee  what  paper  it  is  in  [handing  paper  to  Judge  Gould]  ? 

Judge  Gould.  I  see  before  me  a  paper  that  looks  as  if  it  is  torn 
from  the  Journal  of  Commerce. 

Mr.  Efdfield.  What  is  the  heading? 

Judge  Gould.  Twenty-second  annual  statement 

Mr.  Eedfield  (interposing).  What  is  the  statement  in? 

Judge  Gould.  In  Journal  of  Commerce  and  Commercial  Bulletin, 
Friday,  January  17,  1913. 

Mr.  Eedfield.  Do  you  Imow  where  that  paper  is  published? 

Judge  Gould.  I  have  not  the  slightest  idea. 

Mr.  Eedfield.  You  never  heard  of  the  Journal  of  Commerce  ? 

Judge  G0UI.D.  Well,  now,  I  do  not  want  to  confess  to  too  much  ig- 
norance, but  I  do  not  think  I  can  place  it.  I  assume  it  is  in  New 
York.     I  really  do  not  remember. 

Mr.  Eedfield.  Do  the  advertisements  of  the  Commercial  Fire  In- 
surance Co.  and  the  First  National  Fire  Insurance  Co.  appear  in  that 
paper  ? 

Judge  Gould.  There  are  two  advertisements  that  I  should  say 
were. 

Mr.  Eedfield.  Covering  the  width  of  three  columns? 

Judge  Gould.  The  width  of  three  columns. 

Mr.  Eedfield.  And  substantially  three-quarters  of  their  length  ? 

Judge  Gould.  Yes,  sir. 

Mr.  Eedfield.  You  could  hardly  define  that  as  si  local  advertise- 
ment, could  you? 

Judge  Gould.  All  the  knowledge  I  had  of  any  was  local.  I  had 
not  paid  any  attention  to  the  matter  at  all. 

Mr.  Eedfield.  Why  do  you  suppose  the  companies  advertised  in 
the  papers  in  New  Y'ork  in  this  way? 

Judge  Gould.  Why  do  I  suppose  they  did? 

Mr.  Eedfield.  Yes ;  or  what  reason  would  they  have,  in  your  judg- 
ment, for  so  advertising? 

Judge  Gould.  Well,  I  assume  that  the  statements  in  those  advertise- 
ments are  true,  of  course;  that  they  simply  pre.sent  a  fair  and  au- 
thenticated account  of  the  business  or  status  of  the  companies.  If 
that  is  so,  I  presume  the  reason  was  that  the  companies  were  being 
attacked  by  an  investigation,  and  the  officers  of  the  company  or  the 
persons  who  put  these  advertisements  in  desired  to  have  the  public 
apprised  of  the  actual  condition  of  affairs,  irrespective  of  what  evi- 
dence was  adduced  here. 

Mr.  Eedfield.  Were  you  consulted  about  placing  that  advertise- 
ment at  that  time? 

Judge  Gould.  I  was  not.    Never  saw  it  before. 

Mr.  Eedfield.  Was  it  brought  to  your  attention  in  any  way  that 
it  would  be  desirable  greatly  to  increase  the  companies'  advertising 
just  at  the  time  that  their  actuary  was  testifying  on  the  stand  before 
this  committee? 

Judge  Gould.  It  was  not. 

Mr.  Eedfield.  Judge  Gould,  you  are  vice  president,  I  think,  of 
both  these  insurance  companies  ? 

Judge  Gould.  Both  companies ;  yes,  sir ;  since  July  last. 
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Mr.  Redfield.  And  you  have  ii  salary  of  $750  from  each  company  as 
such  vice  president  ? 

Judge  Gould.  Yes,  sir ;  Avhich  I  have  received  for  six  months. 
Mr.  Redfield.  But  which  still  obtains,  does  it  not? 
Judge  GorLD.  Oh,  yes ;  for  a  year,  I  presume,  unless  I  retire. 
Mr.  Redfield.  Then  on  the  stock  which  was  presented  to  you  in 
Tuttle,  Wightman  &  Dudley  (Inc.),  you  received  somewhere  from 
seven  to  eight  hundred  dollars  in  dividends? 

Judge  Gould.  Roughly  speaking,  I  would  say  so,  but,  as  I  say,  I 
have  no  computation  of  it. 

Mr.  Redfield.  flaking  a  total  from  those  sources  of  an  annual  rate 
of  approximately  $2,250,  let  us  say? 

Judge  GotJLD.  I  assume  your  figures  are  correct. 
Mr.  Redfield.  Now,  you  are  a  member  of  the  board  of  directors 
not  only  of  both  insurance  companies,  but  of  Tuttle,  AVightman  i 
Dudley  (Inc.),  are  you  not? 

-.t/",*^^®  Gould.  Yes,  sir ;  I  have  never  attended  a  meeting  of  Tuttle 
Wightman  &  Dudley,  however. 

Mr.  Redfield.  The  Commercial  Fire  Insurance  Co.  pays  a  $y  fee 
for  each  directors'  meeting,  does  it  not  ? 

Judge  Gould.  Once  a  month ;  yes,  sir ;  has  been  since  it  started. 
Mr.  Redfield.  The  First  National  Fire  Insurance  Co.  pays  a  di- 
rector's fee  of  $25  a  meeting,  does  it  not? 
Judge  Gould.  Yes,  sir;  every  month. 

Mr.  Redfield.  You  are  also  a  member  of  the  finance  committee  of 
both  companies,  are  you  not? 
Judge  Gould.  Yes,  ex  officio. 

Mr.  Redfield.  And  is  it  not  true  that  each  company  pays  a  fee  of 
$5  for  each  meeting  of  the  finance  committee  ? 
Judge  Gould.  Yes. 

Mr.  Redfield.  And  those  meetings  are  held  Aveekly,  are  they  not? 
Judge  Gould.  Yes ;  I  believe  they  are.    I  may  say  I  have  not  at- 
tended those  meetings  regularly,  because  they  come  at  a  time  when  I 
am  engaged  at  court. 

Mr.  Redfield.  You  are  free  to  do  so,  are  you  not  ? 
Judge  Gould.  Oh,  absohitely,  absolutely. 

Mr.  Redfield.  Is  it  not  the  fact,  then.  Judge  Gould,  that  if  you 
were  free  to  attend  all  the  meetings  of  the  boards  of  directors  and 
all  the  meetings  of  the  finance  committees  and  did  so  attend,  that 
jou  would  receive,  including  the  dividends  and  salaries  which  you 
have  mentioned,  a  sum  rather  in  excess  of  $3,000  a  year  ? 

Judge  Gould.  Why,  I  have  not  made  the  computation.    I  take 

jour  word  for  it,  if  you  have 

Mr.  Redfield.  ^VeU,  I  think  it  is  of  importance  to  get  your  state- 
ment of  it.  F  6      J 

Judge  Gould.  lYell,  if  you  have  figured  it  up  all  right.  It  is  a 
mere  matter  of  mathematical  calculation. 

Mr  Redfield.  You  may  correct  me  if  I  am  mistaken,  but  I  wiU 
put  It  m  this  way;  I  figure  there  are  two  salaries  of  $750  each  and  a 
dividend  of  approximately  the  same  amount,  which  I  will  call  the 
same  amount. 

Judge  Gould.  Yes. 

Mr.  Redfield.  Making  a  total  of  $2,250. 

Judge  Gould.  Yes ;  I  think  that  would  be  right. 
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Mr.  Eedfield.  That  in  addition  there  are  12  directors'  meetings  of 
the  Commercial  at  $5  each,  which  -would  be  $60;  that  there  are  12 
directors'  meetings  of  the  First  National  at  $25  each,  which  would 
be  $300;  that  if  the  finance  committee  met  each  week  in  both  com- 
panies there  would  be  two  fees  of  $10,  $5  each,  making  $10  a  week  for 
52  weeks,  or  $520,  or  a  total  of  $880  in  that  direction  and  $880  added 
to  the  salaries  and  dividends  figures  out  $3,130? 

Judge  Gould.  That  is  correct  I  suppose. 

Mr.  Redfield.  That  assumes,  of  course,  that  you  were  free  to 
attend  and,  as  a  matter  of  fact,  did  attend  all  these  meetings. 

Judge  Gould.  Yes. 

Mr.  Redfield.  And  that,  as  a  matter  of  fact,  meetings  were  held 
continuous]|'y,  monthly  and  weekly,  as  we  have  described,  throughout 
the  year? 

Judge  Gould.  Yes. 

Mr.  Redfield.  Is  it  not  true  that  there  are  sometimes  special  meet- 
ings? 

Judge  Gould.  Oh,  very  frequently,  very  frequently. 

Mr.  Redfield.  And  if  there  were  any  shortage  of  regular  meetings, 
would  they  not  be  made  up  by  special  ones? 

Judge  Gould.  Why,  we  have  special  meetings  more  frequently 
than  regular  meetings. 

Mr.  Redfield.  Well,  is  there  a  fee  paid  for  the  special  meetings? 

Judge  Gould.  Never. 

Mr.  Redfield.  That  is  what  I  had  understood. 

Judge  Gould.  No.  Most  of  the  meetings  I  have  attended,  I  may 
say  parenthetically,  have  been  special  meetings,  because  the  finance 
committee  has  met  at  an  hour  when  my  court  was  in  session,  and  I 
have  not  been  able  to  attend. 

Mr.  Redfield.  You  were  a  member  of  the  organization  committee 
of  the  First  National  Fire  Insurance  Co.? 

Judge  Gould.  I  was. 

Mr.  Redfield.  Judge  Gould,  had  you  ever  heard  of  the  action  of 
the  Wisconsin  Insurance  Department  in  refusing  a  license  to  the 
Commercial  Fire  Insurance  Co.? 

Judge  Gould.  I  have. 

Mr.  Redfield.  And  that  action,  in  which  that  license  was  refused, 
took  place  during  the  year  1911,  did  it  not? 

Judge  Gould.  Yes;  I  think  so. 

Mr.  Redfield.  And  you  knew,  did  you  not,  that  the  company  had 
brought  an  action  for  libel  against  certain  officers  of  the  State  of 
Wisconsin  on  that  account? 

Judge  Gould.  I  did.  Ex- Attorney  General  Pratt  was  our  counsel 
out  there. 

Mr.  Redfield.  Had  you  ever  heard  of  the  Protective  Corporation, 
or  the  Protective  Holding  Corporation,  or  the  Protective  Fire  Insur- 
ance Co.? 

Judge  Gould.  Not  until  after  I  had  become  a  director  in  the  Com- 
mercial. 

Mr.  Redfield.  But  had  you  heard  of  them  prior  to  becoming  a 
member  of  the  organization  committee  of  the  First  National? 

Judge  Gould.  I  had. 
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Mr.  Redfield.  Did  rou  know  or  had  you  ever  seen  or  heard  of  the 
reports  of  the  New  York  State  Insurance  Department  in  connection 
with  those  three  companies  or  any  of  them? 

Judge  Gould.  Why,  as  to  whether  I  had  read  the  reports,  my 
memory  is  not  clear,  but  I  might  answer  what  I  think  you  are  driv- 
ing at  by  saying  that  Mr.  Best^  reports  had  been  presented  to  me  im- 
mediately my  name  was  published  as  a  director  of  the  Commercial 
by  different  gentlemen  who  were  friendly  to  me  and  wanted  to  have 
me  laiow  the  situation  and  I  suppose  they  were  based — Best's  reports 
were  based — upon  the  reports  of  the  New  York  department.  I  do  not 
think  I  ever  saw  the  reports  of  the  New  York  department. 

Mr.  Redfield.  Did  you  know  there  were  such  reports  ? 

Judge  Gould.  I  knew  there  were.  I  laiew  the  Protective  had  met 
with  the  disfavor  of  the  New  York  department,  if  that  is  what  you 
mean. 

Mr.  Redfield.  And  did  you  know  that  the  Protective  Co.  or  the 
interests  represented  in  it  had  bought  the  Commercial  Fire  Insurance 
Co.  and  had  moved  their  headquarters  from  Syracuse  to  New  York? 

Judge  Gould.  At  what  time  did  I  know  it? 

Mr.  Douglas.  From  Syracuse  to  Washington,  you  mean? 

Mr.  Redfield.  Yes;  to  Washington. 

Judge  Gould.  At  what  time  did  I  know  it? 

Mr.  Redfield.  When  did  you  learn  it? 

Judge  Gould.  I  learned  it  after  I  became  a  member  of  the  board 
of  directors  of  the  Commercial. 

Mr.  Redfield.  But  prior  to  the  organization  of  the  First  Na- 
tional? 

Judge  Gould.  Yes;  prior  to  the  organization  of  tlie  First  Na- 
tional. 

Mr.  Redfield.  And  prior  to  your  becoming  a  member  of  the  board 
of  directors  of  Tuttle,  Wightman  &  Dudley  (Inc.)  ? 

Judge  GouIjD.  I  should  say  so ;  yes. 

Mr.  Redfield.  So  that  it  is  a  fact,  is  it  not.  Justice  Gould,  that 
before  you  became  a  director  of  Tuttle,  Wightman  &  Dudley  (Inc.) 
or  of  the  First  National  Fire  Insurance  Co.  you  knew  that  the  in- 
surance departments  of  the  States  of  Wisconsin  and  New  York  had 
acted  unfavorably  upon  the  Commercial  Co.  in  the  one  case  and  had 
criticized  the  action  of  Tuttle  and  his  associates  in  the  other  case? 

Judge  Gould.  Now,  that  question  I  shall  have  to  divide  to  answer. 
I  knew  that  the  Commercial  had  been  denied  admittance  to  Wis- 
consin after — well,  about  the  time  that  the  suit  was  filed  for  libel 
against  the  insurance  commissioner  of  Wisconsin.  I  knew  that  the 
Protective  Association  had  peen  criticized  by  the  department  of 
New  York. 

Mr.  Redfield.  And  it  was  therefore  with  the  knowledge  of  these 
two  facts  that  you  accepted  the  directorship  in  Tuttle,  Wightman  & 
Dudley? 

Judge  Gould.  Yes ;  yes,  sir. 

Mr.  Redfield.  When  did  you  become  a  director  of  the  Commer- 
cial— ^what  date? 

Judge  Gould.  I  could  not  give  you  the  date.  It  was  in  the  early 
summer  of  1911, 1  should  say 

Mr.  Redfield  (interposing).  Approximately? 
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Judge  Gould.  I  should  say  in  June  or  July.  I  would  not  be  more 
definite  about  it. 

Mr.  Eedfield.  I  call  your  attention  to  a  pamphlet  entitled  "  Ten 
Items  of  Progress,"  as  reported  May  15,  1912,  concerning  the  Com- 
mercial Fire  Insurance  Co.,  "Washington,  and  to  the  statement  on 
page  10:  "This  company's  loss  ratio  in  1911  was  only  25  per  cent." 
It  has  been  testified  before  this  committee  that  the  loss  ratio  for  the 
full  year  of  1912  was  67  per  cent,  and  you  have,  yourself,  stated,  I 
think,  that  it  was  very  much  heavier  in  1912  than  in  1911  ? 

Judge  GouiiD.  Yes. 

Mr.  Redfield.  It  has  also  been  testified  before  this  committee  that 
the  losses  were  unusually  large  in  the  early  months  of  1912 ;  that  is 
to  say,  in  the  "  hot "  months,  at  the  early  part  of  that  year  ? 

Judge  Gould.  The  hot  months  ? 

Mr.  Redfield.  The  "  hot "  months  in  an  insurance  sense. 

Judge  Gould.  Oh ! 

Mr.  Redfield.  January,  February,  and  March;  I  assume  that  is 
correct. 

Judge  Gould.  Yes;  that  is,  cold  weather  brings  losses,  ordinarily. 

Mr.  Redfield.  "Was  it  not  loiown  then  on  May  15,  1912,  when  the 
statement  was  printed  that  the  company's  loss  ratio  of  the  previous 
year  was  but  25  per  cent;  that  as  a  matter  of  fact  between  the  close 
of  the  previous  year  and  the  date  when  this  pamphlet  was  published 
those  losses  had  been  approximately  double  that  amount  ? 

Judge  Gould.  Kiiown  to  whom? 

Mr.  Redfield.  To  the  insurance  companies. 

Judge  Gould.  I  could  not  say  other  than  my  own  knowledge.  I 
had  no  knowledge  of  it. 

Ml'.  Redfield.  You  observe.  Judge  Gould,  that  here  is  a  state- 
ment on  May  15, 1912,  that  the  loss  ratio  of  the  previous  year  was  but 
25  per  cent.  It  has  been  admitted  that  the  loss  ratio  for  the  year 
1912  was  67  per  cent. 

Judge  Gould.  Yes. 

Mr.  Redfield.  And  that  that  loss  ratio  was  heaviest  during  the 
early  months  of  the  year? 

Judge  Gould.  Yes. 

Mr.  Redfield.  That  is  was  77  per  cent  during  the  first  six  months 
of  the  year? 

Judge  Gould.  Yes,  sir. 

Mr.  Redfield.  Now,  as  an  officer  of  this  insurance  company,  draw- 
ing a  salary  for  your  services  as  such,  do  you  or  do  you  not  know 
whether  in  issuing  that  statement  on  the  15th  of  May  the  company 
knew  that  during  the  period  between  the  close  of  1911  and  the  date 
of  this  pamphlet  the  losses  had  been  nearly  three  times  greater  than 
they  are  stated  therein? 

judge  Gould.  "V\^ell,  do  I  know  whether  they  knew  or  not?  It 
is  very  hard  to  tell  what  another  man  knows  except  by  his  expression, 
and 

Mr.  Redfield  (interposing).  You  are  an  officer  of  the  company- 


Judge  Gould  (continuing).  If  you  will  allow  me  to  answer  the 
question,  in  the  first  place,  as  you  probably  know,  the  loss  ratio  is 
not  ascertainable  immediately  the  end  of  a  month  arrives.  It  takes 
some  time  for  the  accounts  to  be  adjusted,  so  that  in  May  the  loss 
ratio  up  to  that  date,  if  it  was  large,  as  it  was,  could  not  have  been 
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know  n  clear  up  to  that  time.  It  would  have  been  two  or  three  months 
at  least  behind.  That  is  one  point.  The  next  point  is  this:  Non 
constat,  because  the  loss  ratio  for  the  first  few  months  of  a  year  may 
be  excessive,  especially  the  winter  months,  when  everyone  loiows  fire 
insurance  risks  are  more  hazardous  and  losses  greater,  is  no  indica- 
tion that  if  you  take  the  12  months,  with  the  good  months  of  summer 
and  fall,  the  loss  might  not  have  been  brought  down  to  a  normal 
figure.  Absolutely,  the  loss  ratio  in  fire  insurance  is  very  much 
heavier  in  the  winter  months,  as  vou  probably  know  verv  well,  Mr. 
Kedfield. 

ilr.  Redfield.  Do  you  think  it  would  be  giving  the  present  stock- 
holders accurate  and  sufficient  information  for  a  company  which  had 
lost  very  heavily  or  had  a  ratio  of  three  times  as  great  as  the  previous 
year,  to  state  upon  the  15th  of  ]May  that  its  losses  up  to  the  31st  of 
December  had  been  at  the  ratio  of  2.")  per  cent,  and  to  omit  to  state 
anything  whatever  as  to  what  thev  had  been  during  the  interval  be- 
tween December  31.  1911.  and  May  15,  1912? 

Judge  GoiLD.  I  think  I  have  answered  that  substantially.  .Vs  I 
say,  the  statement  as  to  1911  is  absolutely  true.  It  would  be  impos- 
sible to  state  the  loss  ratio  for  the  year  1912  until  some  time  after  the 
conclusion  of  that  year.  You  could  not  state  it  in  I\Iay.  It  would  be 
simply  a  guess  or  an  approximation.  While  the  loss  ratio  in  1911  was 
extremely  low,  much  below  the  average,  there  was  nothing  that  a  man 
could  say  of  his  knowledge  that  in  the  whole  year  of  1912  it  would 
be  as  much  as  it  turned  out  to  be.  It  is  one  of  the  vicissitudes  of  fire 
insurance. 

^Ir.  EioDFiKi.D.  It  has  been  testified,  however,  that  the  loss  I'atio  was 
77  per  cent  during  the  first  six  months  of  1912,  and  therefore  three 
limes  as  great  as  it  had  been  during  the  average  of  the  year  1911. 
"\Vithout  beiiiij;  able  to  determine  precisely  what  it  was,  do  you  not 
know,  from  your  connection  as  an  officer  of  these  companies,  that 
they  must  have  known  it  was  very  much  larger? 

Judge  GoiT^D.  You  mean  tlu^y  must  have  Imown  in  ]\Iay  that  the 
average  for  six  months  was  very  large? 

^Nfr.  Eedfiei.d.  Xo. 

J)idge  Gould.  That  could  not  be  known  then. 

^fr.  Redfield.  That  they  must  have  known  in  May  that  the  losses 
for  that  portion  of  the  year  which  had  elapsed  up  to,  say  the  lst_of 
]\Iay,  had  been  very  much  larger. 

Judge  GoiTLD.  They  could  not  have  told  on  the  15th  of  i\Iay  what 
the  average  loss  had  been  up  to  the  1st  of  ]\Iay,  because  the  book- 
keeping does  not  permit  it. 

'Sir.  EEDFmLD.  Precisely  so.  But  do  3'ou  not  know,  as  an  officer  of 
that  company,  that  they  must  have  known,  without  being  able  to  de- 
termine it  precisely,  that  the  general  fact  was  their  losses  were  very 
much  heavier  than  they  had  been  before? 

Judge  GotLD.  As  I  have  already  stated,  the  winter  losses  are 
always  heavy,  for  January  and  February  and  well  into  ^larch.  It 
might  well  be  that  the  most  scru])ulously  honest  person,  making  the 
representation  which  was  true  as  to  1911,  might  have  believed,  and 
had  reason  to  believe,  from  past  experience,  that  the  average  of  the 
year  1912  would  be  not  an  excessive  loss  ratio. 

Mr.  Eedfield.  But,  is  it  not  true  that  if  the  rest  of  the  year  1912 
had  been  as  good  as  the  year  1911,  that  in  view  of  the  heavy  loss  dur- 
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ing  the  first  few  months  of  1912,  it  was  certain  that  that  year  would 
average  much  larger  than  25  per  cent  ? 

Judge  Gould.  Let  us  see.  If  they  had  a  25  per  cent  loss  ratio  in 
the  last  six  months  and  77  per  cent  in  the  first  six  months,  of  course, 
the  average  would  have  been  larger  than  for  the  year  1911,  un- 
doubtedly. 

Mr.  Redfield.  Judge  Gould,  if  you  were  asking  me  to  invest  in 
your  business,  would  you  think  it  an  honorable  thing  to  tell  me  that 
up  to  the  close  of  1911  you  had  made  such  and  such  money ;  and  to 
conceal  the  fact  that  during  the  first  three  or  four  months  of  1912 
that  procees  had  been  reversed  and  money  had  actually  been  lost  to 
such  an  extent,  that  although  you  could  not  precisely  determine  it,  it 
altered  radically  the  earnings  of  the  business  for  the  coming  year  ? 

Judge  Gould.  Do  you  mean  if  I  were  dealing  with  you  individ- 
ually, personally  ? 

Mr.  Redfield.  Yes. 

Judge  Gould.  I  should  say  I  was  entirely  justified,  knowing  you 
to  be  a  man  of  great  intelligence  and  of  great  experience  in  insurance 
matters.  I  should  be  entirely  justified  in  telling  you  the  loss  ratio 
for  1911  was  25  per  cent,  knowing  that  as  an  intelligent  man,  an 
experienced  man,  you  would  know  the  losses  fluctuated  in  insurance, 
and  that  that  did  not  indicate  the  loss  for  1912  might  not  be  in  ex- 
cess of  it. 

Mr.  Redfield.  In  other  words,  would  you  apply  the  doctrine  of 
caveat  emptor  ? 

Judge  Gould.  No  ;  you  are  not  asking  me  a  legal  question ;  you  are 
asking  be  a  question  of  honor.  I  would  not  regard  as  a  legal  ques- 
tion— as  matter  of  law — that  there  could  possibly  be  predicated 
either  fraud  or  misrepresentation  in  regard  to  that,  as  Judge  Prouty 
will  undoubtedly  advise  you.  But  I  am  talking  to  you  now  on  the 
high  standard  of  ethics  and  morals. 

Mr.  Redfield.  Suppose,  however,  instead  of  dealing  with  me  whom 
you  haA-e  so  kindly  characterized,  you  were  dealing  with  the  general 
public  whom  you  knew  had  no  knowledge  of  insurance  business  ex- 
cept such  as  was  derived  from  your  literature,  would  you  then  feel 
it  was  an  honorable  position  to  take  ? 

Judge  Gould.  I  should  feel,  in  relation  to  insurance,  which,  as  we 
all  linow,  and  I  think  the  ordinary  citizen  knows  it  if  he  stops  to 
think,  is  entirely  based  upon  the  proposition  of  averages,  covering- 
long  periods  of  years,  both  in  life  and  fire,  that  the  most  you  might 
say  of  a  representation  of  loss  ratio  was  that  it  had  been  truly  stated 
as  25  per  cent  in  a  certain  year  and  that  you  had  not  had  six  months 
to  compute  the  losses  for  the  coming  year,  was  not  a  dishonorable 
thing  to  do,  failing  to  state  the  fact  that  the  first  few  months  of  the 
year  had  shown  a  greater  ratio. 

I  may  say,  Mr.  Redfield,  that  I  think  the  general  public,  at  least 
those  who  would  invest  in  insurance  stock,  is  fairly  well  advised  of 
the  nature  of  the  business. 

Mr.  Redfield.  Judge  Gould,  is  it  not  a  fact  that  the  Commercial 
Co.  increased  its  dividend  rate  after  it  knew  that  its  loss  ratio  was 
much  larger  in  1912  than  it  had  been  during  the  previous  year? 

Judge  Gould.  I  do  not  now  recall  the  date.  Will  you  allow  some 
gentleman  who  does  know  to  state  to  me  when  the  dividend  rate  Avas 
increased  ? 
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Mr.  Carusi.  The  first  increase  was  to  4  per  cent  semiannually  in 
the  Slimmer  of  1911. 

Judge  Gould.  Yes. 

Mr.  Carusi.  The  second  increase  was  to  6  per  cent  semiannually 
in  December  of  1911. 

Judpe  Gf)ULD.  Yes;  following  a  most  remarkably  good  year  in 
the  underwriting  business.  I  say,  a  percentage  of  loss  which  was 
really  phenomenal. 

Mr.  Redfield.  Then  the  answer  to  my  question  Avould  be  "  No  "  ? 

Judge  Gould.  It  woiild  be  "  No  "  if  I  caught  the  w:> y  your  question 
was  put. 

Mr.  Redfield.  I  call  your  attention  to  a  statement  made  in  a  letter 
purporting  to  be  written  on  the  letterhead  of  the  First  National 
Fire  Insurance  Co.  of  the  United  States,  which  bears  your  name  :is 
vice  president,  and  dated  December  2,  1912.  bearing  a  copy  of  the 
signature,  or  what  purports  to  be  such,  of  Robert  J.  Wynne,  presi- 
dent, and  to  this  statement: 

This  jjreat  company,  which  began  business  during  the  present  month,  Noveui- 
ber,  and  has  an  assured  premium  income  of  over  a  million  dollars  for  the  first 
year  of  its  operation. 

Will  you  state  to  the  committee  in  what  form  that  assiuimce 
existed  ? 

Judge  (xm  LI).  To  my  knowledge  it  existed  simply  in  the  promise 
or  the  estimate.  I  may  say,  of  responsible  underwriters  throughout 
the  country  that  they  could  furnish  that  amoiuit  of  business  when  the 
company  was  doing  business. 

Mr.  Redfield.  Was  this  statement  as  to  an  "  assured  premium  in- 
come of  over  $1,000,000  for  the  first  year  "  based  upon  any  written 
contracts  ? 

Judge  GoiLD.  I  have  no  Icnowiedge  of  that,  Mr.  Redfield. 

Mr.  Redfield.  Was  it  based  upon  any  direct  agreement  other  than 
a  contract  Avhereby  responsible  parties  accepted  formally  or  inform- 
ally a  definite  agency  to  act  for  this  company,  agreeing  to  supply  a 
definite  amount  of  business? 

Judge  Gould.  Do  you  want  me  to  discriminate  between  an  agree- 
ment and  a  contract? 

Mr.  Redfield.  No;  I  want  you  to  ansM-er  the  question  as  closely 
as  you  can  in  the  ordinary  use  of  language:  not  the  legal  use. 

judge  Gould.  You  do  not  mean  a  legal  agreement  ? 

Mr.  Redfield.  No. 

Judge  Gould.  This  is  hearsay,  and  I  know  the  committee  is  rather 
tired  of  hearsay.  I  imagine  they  are,  but  my  understanding,  to  be 
perfectly  candid  in  the  matter,  was  this :  As  I  say,  it  was  based  upon 
estimates,  not  amounting  to  a  legal  binding  contract,  made  by  re- 
sponsible and  well-known  underwriters  throughout  the  country  as 
to  what  they  could  turn  in  of  business  to  the  First  National  when  it 
began  business.  The  word  "  assured  "  used  in  that  connection  may  be 
somewhat  strong,  but  that  was  what  I  understood  to  be  the  situation, 

Mr.  Redfield.  Judge  Gould,  the  word  "  guarantee  "  is  a  stronger 
word  than  "  assured,"  is  it  not  ? 

Judge  Gould.  Yes ;  very  much. 

]\Ir.  Redfield.  I  quote  to  you  now  from  the  pamphlet  entitled  "  To 
the  2,000  owners,"  published  by  the  organization  committee  of  the 
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First  National  Fire  Insurance  Co.  and  bearing  your  name  as  one  of 
such  committee,  and  on  page  14  read  these  words : 

These  27  general  agencies  are  guaranteeing  the  First  National  a  cash  preniiuiii 
income  of  $1,472,000  for  the  first  year  of  its  operation. 

Do  you  know  or  did  you  ever  Imow  of  any  such  guaranty? 

Judge  Gould.  Using  the  word  "  guaranty  "  in  the  strict  legal  sense, 
I  did  not. 

Mr.  Eedfield.  Did  you  understand  by  the  word  "  guarantee  "  there 
as  you  did  in  the  case  of  the  wqrd  "  assured  " ;  the  estimates? 

Judge  Gould.  The  estimates ;  yes. 

Mr.  Eedfield.  I  call  to  your  attention  that  the  pamphlet  states  that 
$1,472,000  are  being  guaranteed  in  the  way  of  premium  income,  and 
that  the  letter  which  appeared  some  months  later  speaks  of  an  as- 
sured premium  income  of  only  a  million  dollars ;  and  I  ask  you  what 
became  of  the  $472,000  of  income  thus  guaranteed  or  assured,  but 
which  failed  to  appear  in  the  latter  statement  ? 

Judge  Gould.  Again  I  will  have  to  resort  to  what  I,  as  a  lawyer, 
dread  to — hearsay  evidence.  I  am  informed  that  the  difference  was 
caused  by  the  fact  that  men  who  had  assured  the  officers  of  the  com- 
pany a  large  premium  income  had  been  warned  or  advised  or  influ- 
enced by  other  concerns  not  to  give  any  business  to  this  company.  I 
state  that  only  as  hearsay,  as  I  was  told  that ;  I  do  not  know  it. 

Mr.  Eedfield.  So  that  the  arrangements,.whatever  they  were,  which 
existed  were  such  as  to  make  it  possible  for  these  parties  to  withdraw  ? 

Judge  Gould.  Oh,  absolutely ;  yes,  sir. 

Mr.  Eedfield.  Now,  very  candidly,  were  you  the  man  in  the  street, 
and  not  informed  on  fire  insurance  companies,  when  you  were  told  by 
a  pamphlet  bearing  the  names  of  well-known  men,  including  judges 
and  lawyers  and  bank  presidents,  that  27  general  agencies  are  guar- 
anteeing the  First  National  such  and  such  income,  would  you,  to  be 
entirely  candid,  understand,  without  other  information,  that  that  was 
a  mere  estimate  from  which  the  parties  were  justified  in  withdrawing 
if  they  saw  fit? 

Judge  Gould.  I  would  understand  that  it  was  an  estimate,  for  the 
reason  that  I  can  not  conceive  of  any  general  agent  of  an  insurance 
company  being  so  unbusinesslike  as  to  guarantee  any  definite  amount 
of  premiums. 

Mr.  Eedfield.  In  other  words,  you  would  not  believe  that  state- 
ment? 

Judge  Gouu).  I  would  believe  it  as  you  have  interpreted  it — as  an 
estimate. 

Mr.  Eedfield.  I  did  not  so  interpret  it. 

Judge  Gould.  I  understood  you  to.     I  beg  your  pardon. 

Mr.  Eedfield.  I  thought  it  was  your  interpretation. 

Judge  Gould.  I  think  it  is  the  fair  interpretation. 

Mr.  Eedfield.  You  do? 

Judge  Gould.  I  do  not  think  any  man  of  sound  business  sense 
would  ever  think  that  was  what  a  guaranty  must  be,  a  written  obli- 
gation that  they  must  do  this  and  that.  If  I  should  criticize  it  in  any 
M'ay,  it  would  be  as  being  optimistic,  not  as  being  a  legal  misstate- 
ment. 

Mr.  Eedfield.  A  statement  is  weighty  or  not  weighty,  to  be  taken 
at  par  or  less  than  par,  according  to  the  man  that  makes  it,  is  it  not? 
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Judge  Gould.  Oh,  absoluteh'. 

Mr.  Eedfield.  I  point  out  to  you  now  that  this  word  "  guarantee  " 
is  used  in  a  pamphlet  which  has  on  its  first  page  the  name  of  a  justice 
of  the  United  States  Court  of  Claims,  the  name  of  the  dean  of  the 
Xational  University  School  of  Law 

Judge  Gould  (interposing).  Oh,  I  am  familiar  with  all  those 
names,  Mr.  Eedfield. 

]Mr.  REoriELD.  I  would  like  to  have  these  in  the  record. 

Judge  Gould.  I  thought  they  had  been  in  the  record. 

Mr.  Redfield.  The  name  of  a  justice  of  the  Supreme  Court  of  the 
District  of  Columbia ;  the  name  of  the  president  of  the  District 
Xational  Bank;  the  name  of  the  president  of  the  United  States 
Trust  Co.;  the  name  of  an  Auditor  for  the  United  States  Interior 
Department;  the  name  of  the  president  of  a  fire  insurance  company; 
the  name  of  a  former  Postmaster  General  of  the  United  States;  and 
the  name  of  a  manufacturer. 

Do  you  not  think  that  with  men  in  those  positions,  putting  their 
names  on  the  first  page  of  this  pamphlet,  the  average  man  in  the 
street  would  understand  the  word  "  guarantee "  in  its  usual  sense 
as  meaning  a  guaranty  'I 

Judge  Gould.  I  can  only  judge  the  attitude  of  the  average  man 
on  the  street  by  my  own.  I  would  not  for  a  moment  believe^it  was 
any  legal  binding  guaranty,  as  I  have  said  repeatedly.  Not  only 
that,  but  it  is  far  from  being  demonstrated  that  the  statement  as  an 
optomistic  promise  of  the  future  may  not  or  might  not  have  been 
realized  if  the  company  had  been  allowed  to  proceed.  There  is  no 
possible  basis,  that  I  understand,  for  any  denial  of  the  fact  that 
this  amount  of  insurance  premiums  might  not  have  been  obtained  by 
the  company  in  the  legitimate  discharge  of  its  business. 
-  Mr.  Eedfield.  AVhy  was  the  statement  put  in  there  as  a  guaranty 
if  it  was  to  be  understood  as  an  estimate?  Why  was  not  the  word 
"  estimate  "  used '. 

Judge  Gould.  If  you  ask  me  I  will  say  it  would  have  been  a  bet- 
ter word. 

ilr.  Eedfield.  It  would  ha^e  been  a  better  word? 

Judge  Gould.  It  would  have  been  a  better  word,  absolutely. 

;Mr.  Eedfield.  If  that  is  Avhat  they  meant? 

Judge  Gould.  Yes,  sir.  If  my  attention  had  been  called  to  it  at 
the  time,  I  would  have  recommended  a  change  in  that  word. 

^Ir.  Eedfield.  Would  you  buy  stock  as  quickly  in  a  company  where 
they  stated  a  thing  was  estimated  as  where  they  stated  behind  the 
signatures  that  I  have  quoted  to  j'ou  that  it  was  guaranteed? 

Judge  GouuD.  I  absolutely  would,  because  I  would  regard  the 
word  "  guarantee,"  as  I  think  any  intelligent  business  man  would, 
simply  as  an  estimate. 

Mr.  Eedfield.  I  read  to  you  from  page  16  of  this  pamphlet  the 
following  statement :  "  The  profit-producing  premium  income  of 
the  First  Xational  has  been  provided  in  adA-ance,"  and  I  ask  you  if 
it  is  true  that  the  profit-producing  income  of  the  First  National  was 
provided  in  advance '. 

Judge  Gould.  In  the  sense,  that  established  agencies  had  alread,y 
been  secured  which  would  write  policies  for  the  First  National,  it  is 
true,  absolutely. 
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Mr.  Redfield.  But  when  you  use  the  word  "  secured  "  you  mean 
"secured  in  such  a  way  that  they  could  withdraw  if  they  saw  fit  ? 

Judge  GoTJLD.  Yes;  absolutely. 

Mr.  Redfield.  And  as  a  matter  of  fact  some  did  so  withdraw  ? 

Judge  Gould.  I  think  pressure  was  brought  to  bear  on  quite  a 
number  that  withdrew. 

Mr.  Eedfield.  Do  you  know  that  pressure  was  brought  to  bear  on 
all  that  withdrew  ? 

Judge  Gould.  No  ;  I  do  not.     I  only  know  what  I  have  been  told. 

Mr.  Redeield.  Is  your  information  on  the  subject  of  that  pressure 
confined  to  what  has  been  stated  to  you  by  your  associates  in  this 
company  ? 

Judge  Gould.  Absolutely;  and  I  do  not  think  it  is  denied,  Mr. 
Eedfield. 

Mr.  Redfield.  Judge  Gould,  in  the  event  of  a  possible  disagree- 
ment between  three  corporations  of  which  you  are  a  director,  and 
their  getting  into  legal  difficulties,  is  it  not  possible  that  the  litigation 
between  those  companies  might  come  before  the  court  of  which  yoU 
are  a  judge? 

Judge  Gould.  I  am  very  glad  you  asked  that  question.  I  had  in- 
tended to  speak  of  it  and  forgot  it. 

It  is  utterly,  absolutely  impossible  that  it  should  come  before  me. 
The  situation  is  not,  as  counsel  for  the  District,  Mr.  Stejjhens,  will 
readily  say  to  you — the  situation  is  not  unusual  that  a  judge — we 
have  six  judges  on  our  bench — ^may  have  a  matter  before  him  that 
for  some  reason  he  has  some  interest  in,  direct  or  indirect,  and  he  will 
transfer  it  to  another  judge.  I  have  received  in  the  12  years  I  have 
been  on  the  bench  probably  20  cases  where  a  judge  has  had  some  feel- 
ing in  one  way  or  another  and  simply  sent  the  case  over  to  me  to  try. 
I  have  done  the  same  thing.  I  had  a  case  recently,  and  a  very  im- 
portant case,  where  as  a  lawyer  I  had  given  an  opinion  as  to  a  title 
to  a  piece  of  property  out  here  in  Metropolis  View,  a  very  important 
piece  of  property.  When  the  matter  happened  to  fall  to  me  in  the 
assignment  of  cases,  it  was  called  to  my  attention  by  lawyers  on  both 
sides  that  I  had  given  an  opinion  as  to  the  validity  of  the  title,  and 
while  they  very-kindly  consented  that  I  hear  the  case,  I  immediately 
sent  it  to  another  judge  because  of  the  fact  that  I  had  expressed  an 
opinion  on  the  validity  of  the  title. 

And  that  makes  it  utterly  impossible,  differing  as  it  Avould  if  we 
had  only  one  judge  here,  that  I  could  ever  be  put  in  the  embarrassing 
position  of  having  to  pass  upon  any  litigated  question  between  these 
companies  or  between  any  individual  and  these  companies.  I  may 
say  with  perfect  modesty  that  if  it  had  not  been  that  was  the  situ- 
ation, I  would  not  for  a  moment  have  considered  being  connected 
with  any  one  of  them. 

Mr.  Redfield.  "With  that  explanation,  which  the  committee  will  be 
very  glad  to  have  in  the  record,  I  will  ask  you  to  refer  to  my  ques- 
tion and  answer  it  specifically,  please. 

Mr.  Douglas.  I  submit,  the  question  has  been  answered  by  the  wit- 
ness. 

Judge  Gould.  Let  us  hear  the  question,  Mr.  Douglas.  I  want,  cer- 
tainly, to  answer  it.    I  thought  I  had. 

Mr.  Redfield.  If  the  question  is  read,  I  think  you  will  find  it  has 
not  been  answered. 
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The  question  was  read  by  the  stenographer,  as  follows: 

Mr.  Redfield.  Judge  Gould,  in  the  event  of  a  possible  disagreement  between 
three  corporations  of  which  you  are  a  director,  and  their  getting  into  legal  diffi- 
culties, is  it  not  possible  that  the  litigation  between  those  companies  might  come 
before  the  court  of  which  you  are  a  judge? 

Judge  Gould.  You  are  probably  correct.  It  might  come  before  the 
court  of  which  I  am  a  judge,  but  not  before  me  as  the  judge. 

Mr.  REorrELD.  For  the  reason  you  have  stated. 

Judge  GorLD.  Yes.  You  are  correct ;  I  did  not  answer  the  specific 
question. 

Mr.  EEoriELD.  Again  I  refer  in  this  pamphlet  to  page  24  and  to 
the  words  "  27  general  agencies  already  established,  and  call  your 
attention  to  the  fact  that  at  this  time,  which  was  March  30,  1912,  the 
company  had  not  been  incorporated,  and  I  ask  you  if  in  the  ordinary 
use  of  language  that  statement  is  true. 

Judge  Gould.  Will  you  repeat  the  statement,  or  may  I  see  it  ? 

Mr.  Eedfield.  I  will  show  it  to  you  with  pleasure  [handing  the 
pamphlet  to  the  witness]. 

Judge  Gould.  That  statement,  as  I  understand  and  am  informed, 
is  absolutely  true,  the  agencies  having  been  established  to  be  turned 
over  to  the  First  National  Co.  when  it  was  incorporated. 

Mr.  Redfield.  As  a  matter  of  fact,  were  thej'^  all  so  turned  over? 

Judge  GorLD.  So  far  as  T  know,  yes;  except  those  that  withdrew. 

Mr.  Eedfield.  Except  those  that  withdrew? 

Judge  Gould.  Under  the  circumstances  as  I  have  stated. 

Mr.  Eedeield.  So  that  this  establishing  was  of  a  character  which 
could  be  disestablished  at  the  will  of  these  parties  ? 

Judge  Gould.  .Vbsolutely.  I  imagine  any  insurance  agent  can 
withdraw  if  he  wants  to. 

'Sir.  Eedfield.  And  you  do  not  wish  the  committee  to  understand 
these  words  "  established,"  "  provided  in  advance,"  "  assured,"  and 
"guarantee,"  as  meaning  anything  more  than  an  arrangement  from 
which  one  of  the  parties  could  withdraw  at  will? 

Judge  Gould.  Oh,  absolutely  not. 

^Ir.  Eedfield.  Your  name  appears,  Judge  Gould,  upon  a  letter- 
head, or  what  purports  to  be  a  letterhead,  on  which  a  letter  was 
written  purporting  to  be  signed  by  Eobert  J.  Wynne,  and  dated  No- 
vember 25,  1912,  in  which  this  statement  appears,  referring  to  the 
Southern  Building: 

It  is  the  largest  and  most  successful  offlre  liuildiiif;  in  the  National  Caiiitiil, 
producing  a  rental  revenue  of  approximately  $].7),000  per  annum. 

Do  you  know  whether  it  is  true  or  not  that  the  Southern  Building 
does  produce  that  revenue? 

Judge  Gould.  Approximately? 

j\Ir.  Eedfield.  Yes. 

Judge  Gould.  I  do  not. 

Mr.  Redfield.  It  is  in  testimony  before  this  committee  that  that 
building  for  the  seven  months  closing  December  31,  1911,  produced 
revwiue  at  the  average  rate  of  $118,000  per  annum.  Is  the  state- 
ment of  approximately  $150,000  true? 

Judge  Gould.  Inaccurate. 

Mr.  Eedfield.  Inaccurate? 

Judge  Gould.  If  that  is  the  fact.  I  do  not  know  the  fact.  I  think 
that  is  inaccurate. 
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Mr.  Eedfield.  I  think  that  is  all. 

Mr.  Pbouty.  Do  you  know  of  any  service  that  Mr.  Tuttle,  con- 
nected with  the  firm  of  Tuttle,  Wightman  &  Dudley,  could  render  for 
the  insurance  company  that  he  could  not  with  equal  efficiency  ren- 
der for  the  company  as  its  president? 

Judge  Gould.  Let  me  see ;  let  me  get  that  in  my  head  correctly. 
Do  I  know  of  any  service  that  Mr.  Tuttle  could  render  as  a  member 
of  Tuttle,  Wightman  &  Dudley  to  the  insurance  company 

Mr.  Eedfield  (interposing).  For  the  benefit  of  the  insurance  com- 
pany. 

Judge  Gould  (contmuing).  That  he  could  not  render  as  president 
of  the  company? 

Mr.  Eedfield.  Of  the  insurance  company. 

Judge  Gould.  I  must  frankly  say  that  a  lawyer  makes  a  poor  wit- 
ness.   I  do  not  catch  the  purport  of  your  question. 

Mr.  Peouty.  Suppose  there  was  no  firm  of  Tuttle,  Wightman  & 
Dudley,  through  which  Mr.  Tuttle  received  his  compensation,  and 
through  which  he  does  his  work.  Is  there  any  service  he  could  ren- 
der in  that  connection  that  he  might  not  with  equal  force  and  ap- 
propriateness render  if  he  was  simply  president  of  the  company  ? 

Judge  Gould.  Disconnected  with  his  underwriting  company? 

Mr.  Proutt.  Yes. 

Judge  Gould.  No;  I  think  not.     I  think  if  he  was  devoting  his 
time  to  the  company  he  could  do  everything  that  he  could  as  a  mem- 
ber of  the  underwriting  firm.    I  think  that  adds  stimulus  to  his  en- 
deavors, probably,  bex;ause  of  the  relation  of  the  underwriting  com 
pany  to  the  corporation. 

Mr.  Prouty.  That  is  by  reason  of  the  fact  of  the  increased  profits 
that  he  would  get  ? 

Judge  Gould.  Yes ;  back  to  the  old  question  we  had  up  before. 

Mr.  Peouty.  If  he  received  those  same  profits  by  way  of  a  direct 
salary  there  would  be  no  reason  why  he  should  not  become  just  as 
efficient  and  effective? 

Judge  Gould.  No  ;  if  the  salary  was  large  enough — the  same  profit. 

Mr.  Peouty.  Do  you  not  think  it  would  be  a  good  deal  fairer  to 
the  average  stockholder  that  they  should  know  in  the  way  of  a  fixed 
salary  what  the  men  were  getting  that  were  really  managing  the 
company  ? 

Judge  Gould.  I  think  it  would  be  a  better  arrangement;  yes.  I 
think,  though.  Judge,  that  you  see — and  I  think  we  all  must  realize- 
that  much  of  the  proceeding  and  business  of  this  company  has  been 
tentative.  You  can  not  start  a  company  of  this  sort,  this  kind  of  a 
company  or  either  of  them,  and  get  everything  just  right  at  first.  I 
am  frank  to  say  that  I  believe — I  have  the  greatest  hope — that  this 
investigation  is  going  to  be  a  very  beneficial  thing  for  these  com- 
panies because  it  is  undoubtedly  true  that  you  can  take  any  corpora- 
tion, especially  a  new  one,  and  at  the  hands  of  men  who  are  experi- 
enced and  who  are  disinterested,  get  suggestions  that  will  benefit  the 
company  in  its  future  operations.  I  have  not  the  slightest  doubt  of 
it.  As  I  say,  I  have  not  any  doubt — I  would  say  it  of  any  corporation 
of  any  size — that  there  are  matters  of  administration  which  could 
be  improved  by  independent  advice  from  those  who  are  outside. 

There  is  one  thing,  if  I  may  be  permitted  to  say  it,  that  is  rather 
remarkable  about  these  two  companies  to  my  mind  and  it  is,  after 
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an  experience  of  a  great  many  years  as  a  member  of  the  bar  and  con- 
nected with  corporations,  you  will  hardly  find  two  companies  or- 
ganized as  these  are  where  no  man  received  on  single  dollar's  worth 
of  stock  as  a  bonus.  I  suppose  I  had  '25  letters  as  least  and,  I  think, 
more  from  people  around  the  country — some  of  whom  knew  me  and 
some  of  whom  did  not — asking  to  be  let  in  on  the  ground  floor  and 
get  some  bonus  stock  as  they  supposed  we  did.  Not  one  dollar  of 
stock  was  ever  given  away  to  anybody  for  anything  in  either  com- 
pany. Out  of  over  $1,000,000  that  has  been  sent  in  b}^  stockholders 
not  <;ne  cent  has  been  improperly  handled.  Every  investment,  and 
I  say  it  with  confidence,  is  as  good  as  a  Government  bond.  In  the 
purchase  of  a  building  involving  $-2,000,000  not  a  man  on  the  inside 
made  one  single  dislionest  cent.  There  was  not  any  inside  to  it.  I 
do  not  like  to  add  anytliing  more  to  Col.  Judson's  connection  with 
this  matter,  but  one  of  the  questions  he  asked  me  in  our  interview 
was,  "  How  nuich  did  you  fellows  on  the  inside  make  on  the  purchase 
of  this  Southern  Building^  ]\Iy  answer  was  that  if  he  could  find 
a  dishonest  dollar  that  went  into  the  hands  of  any  man  connected 
with  this  company  in  this  pui'cliase.  I  would  help  put  that  man  in  the 
penitentiary.  The  colonel  seemed  very  much  surprised  that  the  thing 
was  handled  in  an  honest  way. 

Xot  only  that,  but  not  a  policy  holder  in  this  country  has  made  any 
complaint  of  any  slowness  even  in  the  payment  of  a  loss.  I  say, 
with  all  due  deference  to  the  criticisms  that  are  made,  that  it  is  a 
rather  remarkable  showing  of  two  companies  incorporated  in  this 
way. 

Mr.  Pitoi  TV.  So  it  is  rather  surprising  in  this  community  that  it 
was  honestly  done? 

Judge  GoiLD.  Xo:  not  in  this  community. 

^Ir.  DorcLAS.  It  was  surprising  to  Mr.  Judson. 

Mr.  Proity.  I  do  not  think  in  our  country  it  would  be  a  matter 
of  any  surprise.  Out  in  our  country  it  does  not  create  any  real  sur- 
prise if  men  honestly  organize  a  company. 

Judge  Gould.  It  does  not  with  honest  men  here. 

^Ir.  PiiouTY.  Going  back  now  to  the  other  question,  would  it  not 
have  been  a  crime  in  this  jurisdiction  to  have  given  away  stock  of 
an  insurance  company? 

Judge  Gould.  No. 

Mr.   Prouty.  In  its  organization? 

Judge  Gould.  No. 

Mr.  Proutt.  Have  they  a  right  to  do  it? 

Judge  Gould.  We  have  a  right  here  to  give  stock  for  service  and 
that  sort  of  thing.  We  have  not  the  stringent  corporation  law  you 
have  in  many  of  the  States. 

Mr.  Prouty.  You  are  putting  in  other  words,  "  for  services." 

Judge  Gould.  Oh,  yes. 

Mr.  Prouty.  Is  it  not  a  crime  under  the  laws  of  this  jurisdiction 
to  give  away  stock  in  an  insurance  company  that  belongs  to  the 
company? 

Judge  Gould.  You  mean  a  crime  in  the  sense  of  criminal  law  ? 

Mr.  Proutt.  Yes. 

Judge  Gould.  I  do  not  know  of  any  statute  that  covers  it  here. 
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Mr.  Peouty.  Suppose  the  officers  of  a  company  should  give  away 
for  influence  or  anything  else  the  stock  of  the  company.  You  say 
that  is  no  crime. 

Judge  Gould.  I  was  district  attorney  here  for  a  number  of  years 
before  I  went  on  the  bench,  and  I  can  not  now  think  of  any  statute 
that  would  cover  it,  except  you  might  get  a  general  conspiracy  to  de- 
fraud.   But  there  is  no  specific  statute  covering  it. 

Mr.  Prouty.  Do  you  think  a  company  could  organize  in  this 
jurisdiction  and  give  to  the  fellows  that  organized  it,  we  will  say, 
51  per  cent  of  the  stock,  and  then  sell  the  rest  of  it  Avithout  com- 
mitting a  crime? 

Judge  Gould.  So  far  as  our  statutes  are  concerned,  I  frankly  say 
I  do  not  think  there  is  anything  that  covers  it.  It  might  be  that 
under  the  laws  of  a  criminal  conspiracy  to  defraud,  under  the  com- 
mon law,  you  could  hold  them ;  but  there  is  no  statute  here  on  it  as 
there  is  in  many  of  the  States. 

Mr.  Peouty.  It  is  rather  surprising  to  me  if  that  is  true. 

Judge  Gould.  I  think  I  know  the  criminal  law  here. 

Mr.  PROU'rY.  I  have  no  doubt  you  know  it  better  than  I  do. 

Judge  Gould.  But  I  do  not  think — and  Mr.  Easby- Smith  and  Mr. 
Douglas  will  coi-rect  me  if  I  make  a  misstatement — there  is  any  such 
law  that  could  be  applied  to  such  a  case  except  as  it  became  a  matter 
t;f  common  law  decit  or  a  matter  of  common-law  conspiracj^  But 
there  is  no  statute  on  it. 

Mr.  Prouty.  And  the  directors  have  no  fiduciary  relation  with  it? 

Judge  Gould.  Oh,  absolutely,  a  fiduciary  relation;  but  that  would 
be  a  civil  liabilitJ^  not  a  criminal  liability. 

Mr.  Prouty.  You  have  no  statute  here  making  criminal  the  breach 
of  fiduciary  relations  ? 

Judge  Gould.  The  furthest  we  go  in  that  is  since  I  was  district 
attorney  when  they  had  passed  a  statute  making  it  a  criminal  offense 
tor  a  fiduciary  to  embezzle.  Our  old  statute  was  "Any  servant, 
agent,  or  employee  was  guilty  of  embezzlement."  Another  section 
was  passed,  the  exact  terminology  of  which  I  ha^'e  not  in  my  mind, 
which  made  that  apply  to  a  fiduciary,  and  that  is  only  where  there  is 
embezzlement.  Tlie  mere  breach  of  a  fiduciary  relation  is  not  a 
criminal  offense  under  our  law. 

Ml'.  Prouty.  Taking  that  statute,  without  going  into  detail,  sup- 
pose the  directors  of  a  company  should  appropriate  to  themselves, 
without  compensation,  certain  stocks  of  the  company.  Do  you  think 
they  would  not  be  liable  ? 

Judge  Gould.  I  would  rather  have  their  side  of  the  case  under  our 
statute  than  I  would  to  prosecute  it.  It  is  a  question  that  has  never 
been  raised  here,  and  I  would  have  to  read  the  statute  with  a  view 
of  its  application  to  that  state  of  facts.     I  doubt  it  very  much. 

Ml'.  Prouty.  Suppose  they  appropriate  all  of  the  stock? 

Judge  Gould.  If  they  appropriated  all  of  the  stock  there  would 
not  be  any  company. 

Mr.  Peouty.  They  would  be  the  company  still. 

Judge  Gould.  You  mean  if  they  took  the  stock  and  did  not  pay 
for  it? 

Mr.  Prouty.  Yes ;  voted  it  to  themselves. 
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Judge  Gould.  I  do  not  think — and  I  say  it  without  any  investiga- 
tion, and  it  is  about  as  valuable  as  any  offhand  opinion  of  a  lawyer 
is — I  do  not  think  that  would  come  within  our  statute  as  a  criminal 
offense. 

Mr.  Pkouty.  I  mean  now  not  covered  by  any  supposed  service.  , 

Judge  Gould.  I  understand.     But  just  written  down  in  the  certifi- 
cateir  so  many  shares  to  each  director  for  nothing,  and  they  take 
tliem  and  run  the  coi-poration ;  would  that  be  a  criminal  offense? 
^Ir.  Pkouty.  Yes. 

Judge  Gould.  I  would  say  not,  although  that  might  be  so  if  they 
obtained  property  or  money  from  other  persons  on  the  basis  of  a 
representation  that  that  stock  was  full  paid.  But  I  am  saying  what 
our  law  is  here,  not  what  it  might  be  if  Congress  exercised  its  wisdom. 

^Ir.  Redfield.  But  M'hat  about  the  question  as  to  whether  the  use 
of  the  words  ''  guaranteed,"  "  provided,''  and  "  assured  "  might  have 
caused  parties  to  believe  them  to  be  meant  in  the  usual  terms  of  those 
words  and  invest  money  on  that  basis  only  to  discover  that  parties 
familiar  with  the  insurance  business  understood  those  words  to  mean 
merely  estimates? 

Judge  Gcii'LD.  What  then?  Do  you  mean  whether  there  would  be 
any  civil  liability  on  their  part? 

^I^.  Redfield.  As  to  whether  they  would  or  would  not  be  obtaining 
money  under  false  pretenses? 

Judge  Gould.  I  think  not.  In  the  first  place,  I  hate  to  sit  here  as 
a  lecturer  on  criminal  law,  but  you  could  not  predicate  false  pretenses 
on  the  statement  of  a  future  event.  I  mean,  if  I  say  to  a  man,  "  I  am 
going  to  make  sf)  much  money  in  the  future,"  it  can  not  be  made  a 
false  ]urlcnse.  But  T  refuse  here  to  hide  behind  any  technical  con- 
st ruction  of  ci-iminal  la-w.  If  it  is  wrong  without  regard  to  the  law 
I  want  to  know  it. 

Mr.  Redfield.  As  regards  a  future  event,  pardon  me  if  I  call  your 
attention  to  this  language:  "Has  been  provided  in  advance,"  are 
entering  into  contracts,"  and  "  are  guaranteeing." 

Judge  Gould.  Those  are  all  statements  of  opinion  that  could  be 
established  to  be  true,  as  I  am  credibly  informed  by  the  gentlemen  of 
the  company.  The  fact  that  subsequently  certain  men  withdrew 
from  it  does  not  make  the  statement  false  as  of  the  time  it  was  made, 
of  course. 

^Ir.  Redfield.  If  a  man  withdrew  from  something,  then  that  some- 
thing from  which  he  withdrew  had  not  been  established  in  the  ordi- 
nary sense  of  the  term,  had  it? 

Judge  Gould.  Oh,  yes.  He  might  withdraw  when  he  had  not  any 
right  to  withdraw ;  he  might  violate  his  contract,  and  we  might  have 
an  action  against  him.  It  would  not  militate  against  the  accuracy 
of  the  statement  when  it  was  made. 

]Mr.  Redfield.  If  the  man  Avho  was  said  to  be  guaranteeing  some- 
thing turned  out  merely  to  be  giving  his  opinion  as  to  what  under 
certain  conditions  he  could  do  without  any  guaranty  whatever,  and 
money  was  obtained  of  the  assurance  of  a  guaranty,  what  about 
that  connection? 

Judge  Gould.  So  far  as  it  being  a  false  pretense? 

Mr.  Redfield.  Yes. 

Judge  Gould.  Absolutely  not.  You  could  not  draw  an  indict- 
ment on  it,  even. 
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Mr.  Redfield.  It  might  deceive  an  innocent  man,  might  it  not  ? 

Judge  Gould.  It  might.  Any  innocent  man  is  liable  to  be  deceived 
by  very  simple  things. 

Mr.  KEoriELD.  But  it  is  not  necessary  to  be  careful  not  to  deceive? 

Judge  Gould.  It  is ;  absolutely.  And  to  my  information  the  com^ 
pany  in  this  case  was  extremely  careful  in  its  literature.  Of  ooursfe, 
men  differ  as  to  how  far  you  ought  to  go  in  boosting  your  goods,  as 
the  saying  is,  how  much  trade  talk  is  legitimate.  But  I  think  this 
company  exercised  great  care  in  formulating  its  literature,  and  it 
had  to.  This  company  started  out  in  an  atmosphere  that  was  most 
unfavorable  to  selling  anything  through  the  mail.  As  we  all  know, 
it  has  been  an  era  of  fraudulent  enterprises.  And  anybody  who 
tries  to  sell  anything  through  the  mails,  promising  profits,  has  got 
to  exercise  the  greatest  care.  I  think  that  was  present  in  the  minds 
of  the  people  who  prepared  this  literature.  I  had  no  connection 
myself  with  the  preparation  of  the  literature.  We  were  at  a  time 
when  it  was  phenomenal  that  this  stock  could  have  been  sold  in  view 
of  the  fraudulent  enterprises  that  have  been  uncovered  and  prose- 
cuted by  the  Government,  and  I  think  it  is  a  tribute  to  the  bone  fides 
of  the  transaction  that  it  has  been  able  to  do  what  it  has  done. 

By  order  of  the  committee  there  was  expunged  from  the  record 
at  this  point  about  three  and  one-half  pages  of  transcript,  and  be- 
ing the  point  during  Judge  Gould's  testimony  when  he  brought  up 
the  matter  of  statement  made  to  the  Committee  on  Rules  which 
brought  out  the  recommendation  for  the  appointment  of  this  com- 
mittee to  investigate  the  insurance  companies,  etc. 

Mr.  Redfield.  Judge  Gould,  I  read  to  you  the  following  extract 
from  a  letter  purporting  to  have  been  written  by  Robert  R.  Tuttle, 
vice  president,  to  Grayson  Burruss,  dated  May  7,  1912 : 

Early  in  this  year  my  associates  and  I  started  the  organization  of  another 
company  called  the  First  National  Fire  Insurance  Co.  of  the  United  States 

Mr.  Caeusi  (interposing).  Are  you  reading  the  entire  letter? 

Mr.  Redfield.  No  ;  not  now. 

Mr.  Caeusi.  I  would  be  glad  to  have  you  read  it  all. 

Mr.  Redfield  (continuing)  : 

We  got  together  eight  of  the  best  men  we  could  find  to  act  as  an  organiza- 
tion committee  and,  later  on,  officers  and  directors  of  the  company.  Robert  J. 
Wynne,  a  Cabinet  officer  in  Roosevelt's  administration,  has  accepted  the  presi- 
dency of  the  First  National.  We  have  two  United  States  judges  on  the  board 
and  the  presidents  of  two  of  the  leading  banUs,  as  well  as  the  man  who  makes 
more  than  half  the  watches  in  the  United  States ;  also  an  officer  of  the  Treas- 
ury Department. 

Do  you  consider  that  a  proper  method  of  advertising? 

Judge  Gould.  That  was  a  privr.te  letter,  was  it  not?  I  have  not 
seen  it,  Mr.  Redfield.  I  have  never  seen  it.  I  would  like  to  see  it 
I  do  not  know  whether  it  is  a  private  letter  to  an  individual  or  an 
advertisement.    I  have  never  seen  it. 

Mr.  DouGi^s.  I  think  the  Avitness  should  see  it. 

Mr.  Redfield.  Do  you  wish  to  see  it  ? 

Judge  Gould.  If  you  want  to  question  me  about  it  I  wish  to  see  it. 
Was  it  sent  out  as  an  advertisement? 

Mr.  Redfield.  Xo  ;  I  do  not  think  it  was. 
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Mr.  Douglas.  I  understand  it  was  not. 

Judge  Gould.  Then,  the  question  of  whether  that  was  a  good  ad- 
vertisement is  not  relevant  at  all  to  the  controversy. 

Mr.  Redfield.  Do  you  consider  that  a  proper  use  of  the  name  of 
a  United  States  judge? 

Judge  Gould.  I  see  nothing  improper  in  the  statement,  as  it  is 
made  in  private  correspondence  to  a  man  who  apparently  is  his 
friend,  because  it  begins  "  My  Dear  Burruss."' 

Mr.  Redfield.  There  is  no  objection  on  mv  part,  personally,  if  the 
companies  desire  it,  to  having  this  entire  correspondence  go  in  the 
record. 

Mr.  Caeusi.  I  do  not  Imow  whether  we  want  it  at  all  until  we 
look  at  it. 

Mr.  Redfield.  This  is  correspondence  with  that  firm,  which  was 
furnished  by  Mr.  Tuttle.  If  that  does  not  go  in  the  record,  that 
is  all. 

By  order  of  the  committee  there  wa^  expunged  from  the  record 
at  this  point  about  one  and  one-half  pages  of  transcript,  being 
Avhere  Mr.  Douglas  referred  to  the  action  of  the  Committee  on 
Rules. 

Mr.  Douglas.  Now,  Judge  Gould,  you  have  been  asked  by  Judgo 
Prouty  about  the  question  of  surprise  that  a  corporation  cOuld  be 
organized  and  officered  and  put  upon  its  feet  in  the  District  of  Co- 
lumbia in  so  clean  and  honest  fashion  as  this.  I  will  ask  you  if 
.surprise  was  not  expressed  by  Col.  Judson  and  no  one  else? 

Judge  Gould.  As  I  saj,  I  am  reluctant  to  say  anything  to  involve 
Col.  Judson  more  in  this  matter  than  he  is  already  in.  He  is  the 
man  who  raised  the  question  as  to  the  honesty  of  the  proceeding 
to  me. 

Mr.  Douglas.  And  the  surprise  came  from  him  and  no  one  else? 

Judge  Gould.  Yes. 

^Ir.  Douglas.  In  this  connection,  I  will  ask  you  if  you  stated  to 
Col.  Judson,  in  your  conversations  with  him  before  this  resolution 
was  offered,  that  you  relied  wholly  upon  Mr.  Carusi  because  of  your 
ignorance  of  insurance  matters  and  his  knowledge  of  insurance  mat- 
ters, but  you  did  not  like  his  stripe  or  kind  of  man?  State  how 
much  truth  there  is  in  that  statement. 

Judge  Gould.  The  statement  is  viciously  untrue.  It  distorts  an 
innocent  remark  to  make  it  extremely  detrimental  to  a  gentleman. 
My  attention  was  called  to  the  testimony  when  it  was  given.  The 
chairman  of  the  committee  readily  saw  the  inconsistency  of  the  posi- 
tion of  the  witness,  and  I  think  it  is  hardly  necessary  to  say  that  his 
question  shows  the  absurdity  of  the  statement  made  by  Col.  Judson. 
MTiat  I  did  say  was  this:  I  went  to  see  Col.  Judson,  with  whom  1 
had  been  on  terms  of  intimate  friendly  relations,  surprising  as  it 
may  seern,  for  a  great  many  years,  with  the  idea  of  having  him,  if 
he  thought  there  was  anything  crooked  about  this  thing,  to  investi- 
gate it  fully  in  any  way  that  he  saw  fit  and  by  any  means  that  he 
'had  at  his  power.  I  told  him  at  the  time  that  if  he  could  show  me 
a  dishonest  act  in  connection  with  it,  I  would  join  him  in  the  en- 
deavor to  prosecute  whoever  was  guilty  of  it.  He  then  produced 
to  me  the  statement  upon  which  he  has  relied  about  the  condition  of 
the  company,  the  loss  of  1912.     If  anybody  has  ever  attempted  to 
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argue  with  Col.  Judson,  you  know  the  futility  of  it.  I  tried  to 
discuss  the  matter  with  him,  admitting  there  had  been  a  very  bad 
year,  which  nobody  has  ever  concealed  and  which  is  incident  to  the 
insurance  business.  He  said :  "  Well,  how  about  these  losses  ?  "  I 
told  him  then  that  so  far  as  the  details  of  the  underwriting  were 
concerned,  I  had  no  knowledge  of  them  and  necessarily  could  not 
have;  that  it  was  in  the  hands  of  the  underwriter.  I  said  to  him 
that  from  the  inception  with  this  company,  my  connection  with  this 
company,  I  had  had  the  utmost  confidence  in  Mr.  Carusi  as  its  gen- 
eral counsel,  whom  I  had  known  for  a  great  many  years  and  whose 
father  I  had  had  a  pleasant  acquaintance  with  as  one  of  the  older 
members  of  the  bar,  who  has  now  retired.  But  I  had  confidence  in 
Mr.  Carusi's  ability  and  absolute  integrity.  I  said :  "  This  is  the 
first  time  I  have  ever  been  thrown  into  intimate  business  relations 
with  him."  And  on  that  foundation,  Col.  Judson  said  I  said  he  was 
not  the  stripe  of  man  I  would  ordinarily  associate  with,  or  some- 
thing to  that  effect,  when  all  I  did  say  was  that  I  had  not  had  any 
intimate  business  relations  with  him,  but  almost  in  the  same  voice 
1  expressed  the  utmost  confidence  in  him  and  in  his  reputation  here 
for  honor  and  integrity. 

Mr.  Douglas.  Did  you  say  anything  that  any  sane  or  honest  man 
could  distort  into  meaning  a  reflection  upon  Mr.  Carusi? 

Judge  Gould.  As  Mr.  Johnson  pointed  out  in  his  examination  of 
Col.  Judson,  it  was  utterly  inconsistent  that  I  would  say  in  one  breath 
that  I  relied  upon  him  and  in  the  next  breath  that  he  was  not  the 
stripe  of  man  I  would  associate  with. 

Mr.  Douglas.  Let  me  ask  you  this  specific  question.  I  will  first  ask 
you  the  primal  question :  You  had  this  conference  with  Col.  Judson 
lasting  an  hour  or  more? 

Judge  Gould.  Two  or  three  hours,  I  would  say.  I  went  over  to  see 
him  when  I  heard  he  was  perturbed  about  the  situation  and  was  mak- 
ing accusations  against  the  company,  and  I  heard  that  certain  men 
were  filling  his  mind  with  facts,  or  alleged  facts ;  I  went  to  him  as  a 
friend  and  asked  him  what  he  had  against  the  companies,  what  was 
his  objection  to  the  conduct  of  the  companies.  I  went  there  to  get 
information,  and  in  the  course  of  a  'three-hour  conference  we  went 
over  the  whole  matter,  and,  as  I  say,  I  left  him  with  the  statement, 
"  Go  ahead  and  make  your  investigation ;  make  it  as  thorough  as  you 
please;  get  all  the  expert  accountants  you  can,  because  there  is  no 
man  in  this  city  who  is  more  anxious  to  Iniow  if  there  is  any  wrong- 
doing there  than  I  am,  for,  in  a  sense,  I  have  jeopardized  and  I  have 
put  in  the  equation  my  reputation,"  and  I  said,  "  If  there  is  anything 
that  reflects  upon  it,  I  want  to  know  it."  I  said,  "  You  can  ruin  these 
companies  by  rushing  into  the  press  before  you  Imow  anything  about 
it."  And  it  was  the  next  day,  or  two  or  three  days  after,  that  he  pre- 
pared the  statement  for  the  newspapers,  and  when  he  was  unsuccess- 
ful in  having  it  published  he  came  up  here  to  Congress. 

Mr.  Douglas.  Is  it  not  true  that  you  labored  with  Col.  Judson  not 
to  undertake  to  carry  on  a  campaign  through  the  newspapers  but  to 
investigate  through  his  own  sources  ? 

Judge  Gould.  Absolutely.  I  said,  "These  companies  are  dealing 
with  the  public ;  their  reputation  is  as  sensitive  as  a  woman's  with  the 
public,"  and  I  said,  "  If  they  are  wrong,  get  your  facts  and  go  for 
them  in  the  right  way,  and  I  will  help  you,  but,"  I  said,  "  do  not  pro- 
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ceed  in  a  way  that  may  damn  them  when  they  are  innocent,"  and  so 
far  as  my  knowledge  was  concerned  I  was  in  perfect  good  faith,  be- 
lieving that  the  transactions  were  not  only  innocent,  but  that  they 
would  stand  any  scrutiny. 

Mr.  Douglas.  And  you  offered  to  cooperate  with  him  in  ascertain- 
ing the  facts? 

Judge  Gould.  Absolutely. 

Mr.  Douglas.  Judge,  with  reference  to  the  question  of  salary  you 
received,  I  will  ask  you  to  state  a  little  more  in  detail  about  the 
amount  of  work  you  did  in  connection  with  those  companies. 

Judge  Gould.  I  did  very  little  work  in  connection  with  the  com- 
panies, any  more  than  just  to  sit  as  a  director  in  the  Commercial  up 
to  the  time  when  the  First  National  was  organized.  From  that  time 
I  assumed  the  duty  in  good  faith  as  a  trustee,  and  tlie  investments 
were  made  with  my  supervisioa  in  company  with  several  other  gen- 
tlemen, but  I  assume  no  credit  at  all  above  those  who  cooperated. 
The  loans  were  examined,  the  properties  were  examined,  and  when 
this  question  of  the  Southern  Building  came  up  my  connection  with 
tliat  was  rather  curious.  A  few  months  before  that  I  had  been  over 
in  New  York  and  I  lunched  with  Judge  Day,  the  president  of  the 
Equitable  Life,  who  was  an  old  law  partner  of  mine,  at  the  Lawyers' 
Club,  which  was  then  in  the  old  Equitable  Building,  which  has  since 
been  destroyed,  I  think;  and  while  we  were  lunching  Judge  Day  said, 
"  What  do  you  think  about  the  Southern  Building,  in  Washington  ?  " 
I  said,  "  Why,  what  about  it  ?  ''  He  said,  "  We  have  got  an  $800,000 
loan  on  it."  I  then  did  not  know  that  fact.  He  said,  "  What  do  you 
think  about  that  loan?  "  I  thought  a  few  moments.  I  had  known 
the  property  for  years,  and  I  knew,  generally,  the  building.  "  Well," 
I  said,  "  to  my  mind  you  are  perfectly  safe  there ;  I  think  the  build- 
ing is  worth  more,  and  the  ground  is  worth  very  close  to  it."  At  that 
time  I  had  made  no  investigation. 

As  a  result  of  that  conversation,  and  feeling  somewhat  desirous 
not  to  misinform  Judge  Day,  when  I  came  back  to  Washington  I 
went  to  several  brokers  whom  I  knew  and  asked  them  whether  I  was 
correct  in  my  estimate  of  its  value.  They  all  told  me  that  the  loan 
was  a  gilt-edged  loan;  that  it  was  not  over  50  per  cent  of  the  value; 
and  from  that  time  I  had  a  knowledge  of  the  building.  So  when  the 
matter  came  up  for  the  company  as  an  investment  I  was  away  for  the 
summer  and  was  telegraphed  to,  and  I  made  four  trips  back  here 
during  my  vacation,  at  my  own  expense,  and  paid  my  own  expenses 
while  here.  I  made  an  independent  investigation  as  to  the  value  of 
the  building  from  people  who  did  not  know  or  had  no  opportunity 
to  know  what  I  wanted  to  know  for,  and  only  after  that  did  I  vote 
for  the  purchase  of  it.  As  I  say,  during  that  summer  I  was  here, 
taking  the  time  I  traveled,  a  total  of  probably  two  weeks  on  that 
specific  business  of  this  company. 

Mr.  Douglas.  And  that  was  at  the  time  of  the  negotiations  for  the 
purchase  of  the  Southern  Building. 

Judge  Gould.  That  was  during  the  summer  when  the  negotiations 
were  under  way  for  the  building. 

Mr.  Douglas.  I  will  ask  you.  Judge  Gould,  if  you  made  inquiry  of 
3Ir.  Beall.  of  Moore  &  Hill"? 

Judge  Gould.  Mr.  Beall  was  one  of  the  first  men  I  went  to,  and 
Beall  did  not  even  know  what  I  wanted.     In  fact,  I  used  a  little 
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harmless  deception  with  him.  I  said  I  had  a  friend  who  was  think- 
ing of  investing  in  the  bonds  of  the  building,  which,  though  not 
literally  true,,  was  substantially  true,  so  he  might  not  know  we  had 
the  project  under  way,  and  Mr.  Beall,  after  a  computation  and  figur- 
ing on  it,  told  me  the  land  was  worth  $45  a  foot,  and  it  was  only  after 
I  had  made  that  independent  investigation,  entirely  independent  of 
the  other  information  the  company  had,  that  I  voted  to  purchase  this 
building,  because  I  realized  it  was  a  very  important  step  in  the  busi- 
ness of  the  company. 

Mr.  Douglas.  Judge  Gould,  Mr.  Redfield  has  asked  you  if  a  case 
might  not  come  before  the  court  of  which  you  are  a  member  involv- 
ing the  affairs  of  this  corporation  in  one  way  or  another.  I  will  ask 
you  to  explain  to  the  committee  just  the  constitution  of  the  Supreme 
Court  of  the  District  of  Columbia,  because,  as  I  understand  it,  while 
it  appears  to  be  one  court,  it  is  really  six. 

Judge  Gould.  Six  courts  and  each  judge  sits  independently.  We 
do  not  sit  en  banc  except  upon  admissions  to  the  bar.  When  there 
is  an  application  for  admission  to  the  bar,  the  court  en  banc  sits. 
Otherwise  every  judge  is  as  independent  of  the  other  as  if  he  were 
in  another  jurisdiction. 

Mr.  Douglas.  You  have  two  equity  courts,  two  criminal  courts, 
and  two  circuit  law  courts? 

Judge  Gould.  Yes,  sir. 

Mr.  Douglas.  And  each  judge  is  as  entirely  distinct  a?  if  he  was 
in  a  different  State? 

Judge  Gould.  Yes;  we  are  sometimes  criticized  because  we  do  not 
follow  each  other's  decisions. 

Mr.  Redfield.  I  am  very  glad  you  put  that  in. 

Mr.  Douglas.  So  that  if  a  case  should  come  before  the  Supreme 
Court  of  the  District  of  Columbia,  and  of  the  circuit  court,  the  circuit 
court  has  no  relation  whatever  with  the  judge  sitting  in  the  equity 
coiirt,  or  even  in  the  other  circuit  court  ? 

Judge  Gould.  Oh,  not  at  all. 

Mr.  Douglas.  That  is  all  the  questions  we  have  to  ask. 

TESTIMONY  -OF  ROBERT  N.  HARPER. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Carusi.  Give  your  name,  occupation,  and  address,  please. 
Colonel. 

Mr.  Harper.  Robert  N.  Harper,  president  of  the  District  National 
Bank. 

Mr.  Carusi.  Will  you  state  when  your  connection  with  the  Com- 
mercial Fire  Insurance  Co.  began — about  how  long  ago  ? 

Mr.  Harper.  I  think  it  was  about  1905;  1905  or  1906;  probably 
1905. 

Mr.  Carusi.  Seven  or  eight  years  ago? 

Mr.  Harper.  Yes. 

Mr.  Carusi.  You  were  vice  president  at  one  time,  were  you  not  ? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  And  were  succeeded  as  vice  president  by  Justice 
Barnard  ? 

Mr.  Harper.  Yes,  sir. 
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Mr.  Carusi.  And  how  long  have  you  been  chairman  of  the  finance 
committee  of  that  company  ? 

Mr.  Harper.  Since  the  time  that  Judge  Barnard  succeeded  me  as 
vice  president.    That  probably  has  been  six  years — five  or  six  years. 

Mr.  Cartjsi.  You  are  chairman  of  the  finance  committee  now  ? 

Mr.  Harper.  Yes,  sir. 

Mr.  Cartjsi.  And  have  been  continuously  for  six  years? 

Mr.  Harper.  Yes,  sir. 

3klr.  Caeusi.  ^Ir.  Hoge  was  president  of  the  company  how  long? 

ilr.  Harper.  He  was  president  of  the  company  since  its  organiza- 
tion, I  think,  up  until  last  June. 

Mr.  Carusi.  Up  until  the  middle  of  the  year  1912? 

^Ir.  Harper.  Yes,  sir. 

Mr.  Carusi.  How  long  has  Paul  F.  Grove  been  connected  with  the 
company  ? 

]\Ir.  Harper.  He  was  assistant  secretary  when  I  first  became  a 
member  of  the  board;  a  year,  maybe  two  years,  after  tliat  he  was 
made  secretary,  and  has  been  with  the  company  ever  since. 

Mr.  Carusi.  And  he  is  secretary  now? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  Who  had  charge  of  the  practical  work  and  under- 
writing for  the  company  prior  to  the  acquisition  of  the  company 
by  Mr.  Tuttle? 

Mr.  Harper.  The  details  of  that  were  attended  to  by  the  secretary, 
with  the  assistance  of  the  president  and  the  final  acquiescence  of  the 
board. 

^Ir.  Carusi.  The  secretary  is  the  official  who  is  ordinarily  charged 
with  the  underwriting  details,  is  he  not,  of  the  company? 

ilr.  Harper.  Of  that  company ;  yes,  sir. 

^Ir.  Carusi.  Mr.  Grove  is  still  the  secretary  of  the  Commercial? 

Mr.  Harper.  Y&s,  sir. 

Mr.  Carusi.  How  long  has  Mr.  McKee,  the  assistant  secretary  and 
the  actuary,  been  with  the  company? 

]Mr.  Harper.  I  have  not  the  dates.  Mr.  McKee  went  there  after 
Mr.  Grove  became  secretary.  It  must  have  been  somewhere  about 
1907  or  maybe  1908. 

]Mr.  Carusi.  In  the  spring  of  1911  a  proposition  was  made  by  Mr. 
Tuttle  and  other  members  of  a  committ€e  representing  the  protective 
corporation  by  the  Commercial,  was  it  not? 

Mr.  Harper.  Yes,  sir. 

ilr.  Carusi.  You  were  chairman  of  the  finance  committee  of  the 
Commercial  at  that  time? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  "Who  were  the  directors  at  that  time? 

]Mr.  Harper.  Well,  there  were  Mr.  W.  S.  Hoge,  Mr.  James  M.  Hoge, 
Mr.  Matthews,  Mr.  Behrens,  and  Mr.  Ellis. 

Mr.  Carusi.  Mr.  Burch? 

]Mr.  Harper.  Mr.  Burch.     I  can  not  recall  the  names  of  the  others. 

Mr.  Carusi.  After  Mr.  Tuttle  purchased  the  company  he  became 
vice  president,  did  he  not? 

Mr.  Harper.  Yes;  he  became  vice  president,  succeeding  Judge 
Barnard. 

Mr.  Carusi.  Who  had  sold  out  all  of  his  stock? 

j\Ir.  Harper.  Yes;  he  sold  out  all  his  stock. 
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Mr.  Caeusi.  And  Mr.  Hoge  continued  as  president? 

Mr.  Harper.  Yes,  sir. 

Mr.  Caeusi.  In  June,  1912,  Mr.  Hoge  was  not  reelected,  and  Mr. 
Tuttle  was  elected  president? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  And  Justice  Gould  elected  vice  president  to  succeed 
Tuttle  as  vice  president? 

Mr.  Harper.  Yes. 

Mr.  Carusi.  There  is  in  evidence,  page  1451  of  the  record,  and  I 
show  you,  Mr.  Harper,  the  underwriting  agreement  entered  into  be- 
tween the  Commercial  Fire  Insurance  Co.  and  Tuttle,  Wightman  & 
Dudley.  You  have  examined  the  minutes  at  my  request,  have  you 
not,  in  order  to  refresh  your  recollection  concerning  these  dates  and 
circumstances  ? 

Mr.  Harpee.  Yes,  sir. 

Mr.  Carusi.  Do  you  recall  the  circumstances  of  the  execution  of 
that  underwriting  contract  on  behalf  of  the  Commercial? 

Mr.  Harper.  Well,  I  know  that  the  proposition  was  presented  to 
the  board  of  directors,  and  after,  I  might  say,  a  most  thorough  con- 
sideration and  discussion  as  to  its  various  conditions  and  stipulations 
it  was  approved,  probably  with  some  minor  changes  from  its  first 
draft. 

Mr.  Carusi.  As  a  matter  of  fact,  it  was  at  a  special  meeting,  was 
it  not? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  And  the  motion  was  made  by  you  and  seconded  by 
James  Hoge? 

Mr.  Harper.  James  Hoge;  yes,  sir. 

Mr.  Carusi.  The  president's  brother? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  And  that  meeting  was  held  March  6,  1911  ? 

Mr.  Harper.  March  6,  1911. 

Mr.  Carusi.  Do  you  recall  the  directors  present?  You  made  a 
memorandum,  did  you  not? 

Mr.  Harper.  Yes;  I  have  a  copy  of  what  was  on  the  minutes. 
There  was  Mr.  Abbott,  Mr.  Behrens,  Mr.  Berberich,  Mr.  James  M. 
Hoge,  W.  S.  Hoge,  Mr.  Matthews,  Mr.  Tuttle,  and  myself. 

Mr.  Caeusi.  Was  there  any  reference  on  the  minute  books  concern- 
ing Mr.  Tuttle's  vote  ? 

Mr.  Harper.  Yes.  Mr.  Tuttle  did  not  participate  in  the  adoption 
of  this  contract. 

Mr.  Carusi.  Mr.  Harper,  the  only  one  of  those  directors  you  have 
named  who  had  any  connection  with  Tuttle,  Wightman  &  Dudley 
was  Mr.  Tuttle? 

Mr.  Harper.  Yes,  sir. 

Mr.  Caeusi.  Who  did  not  vote.  The  other  directors  had  not  been 
elected  by  Mr.  Tuttle's  stock  at  that  time,  had  they? 

Mr.  Haepee.  No;  they  were  already  directors. 

Mr.  Carusi.  And.  did  not  know  whether  they  would  be  re- 
elected or  not  at  the  June  meeting  ? 

Mr.  Harper.  No. 

Mr.  Carusi.  And  so  far  as  you  know,  most  of  them  did  not  care 
whether  thev  were  reelected  or  not? 
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Mr.  Harper.  Yes.  Some  of  them  sold  out  their  entire  holdings 
and  thereby-  became  ineligible  for  directors. 

Mr.  CARtrsi.  The  Commercial  had  previously  executed  an  under- 
writing contract  with  j\Ir.  Kelly,  had  it  not? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  Whereby  he  was  to  take  charge  of  the  underwriting 
for  the  company  outside  of  the  District  of  Columbia  ? 

]Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  Why  did  not  the  compaiw  take  charge  of  its  own 
underwriting  outside  of  the  District  of  Columbia  ? 

Mr.  Harper.  They  thought  it  could  be  done  with  probably  less 
risk  by  a  company  who  had  the  machinery  already  established,  and 
they  could  do  it  at  least  at  a  much  less  initial  expense. 

Mr.  Carusi.  This  contract  that  was  executed  with  Tuttle,  Wight- 
man  &  Dudley  was  substantially  of  the  same  general  character  as  the 
contract  then  in  existence  with  Mr.  Kelly,  was  it  not? 

Mr.  Harper.  In  the  material  points.  I  think  there  was  a  differ- 
ence in  one  point  that  I  can  recall.  There  was  a  difference  as  to  what 
Tuttle,  Wightman  &  Dudley  were  to  get  as  commissions  in  their  con- 
tract and  what  we  were  then  paying  Mr.  Kelly.  I  do  not  know  of 
any  other  specific  point. 

Mr.  Carusi.  Do  you  recall  that  Tuttle.  Wightman  &  Dudley  were 
to  bear  all  the  expenses  except  certain  specified  expenses,  whereas  in 
the  Kelly  contract  the  company  was  to  bear  the  expenses  ? 

Mr.  Harper.  I  have  a  slight  recollection  of  that,  but  I  could  not 
tell  without  comparing  the  two  contracts. 

Mr.  Carusi.  Can  you  answer  generally  as  to  whether  or  not  the 
contract  with  Tuttle,  Wightman  &  Dudley  was  not  a  much  more 
favorable  contract  from  the  point  of  view  of  the  Commercial  than  the 
contract  with  Kelly? 

Mr.  Harper.  It  was,  and  was  looked  upon  by  the  board  at  the 
time  that  it  was  a  more  favorable  contract  for  the  insurance  company. 

Mr.  Carusi.  When  did  Mr.  Dudley  come  on  the  board  of  the  Com- 
mercial ? 

Mr.  Harper.  I  think  Mr.  Dudley  came  on — I  do  not  know  whether 
it  was  the  latter  part  of  May  or  in  June.  It  Avas  \'ery  shortly 
after 

Mr.  Carusi.  It  was  after  the  execution  of  this  contract  ? 

Mr.  Harper.  After  the  execution  of  that  contract;  yes. 

Mr.  Carusi.  Referring  to  the  contract  for  the  sale  of  stock,  I  show 
you  the  agreement  for  the  sale  of  stock  of  the  Commercial,  at  page 
1541  of  the  record.  That  contract  was  made  on  the  27th  day  of  Sep- 
tember. 1911,  was  it  not? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  And  by  whom  does  it  appear  to  have  been  executed? 

Mr.  Harper.  By  Mr.  W.  8.  Hoge  as  president  and  by  myself  as 
chairman  of  the  finance  committee. 

Mr.  Carusi.  At  the  time  you  executed  that  contract  on  behalf  of 
the  Commercial  Fire  Insurance  Co.  were  either  you  or  Mr.  Hoge 
financially  or  otherwise  personallv  interested  in  the  firm  of  Tuttle, 
Wightman  &  Dudley  ? 

Mr.  Harper.  ISTo,  sir. 

Mr.  Carusi.  You  represented  the  insurance  company  solely  ? 

Mr.  Harper.  Yes,  sir. 
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Mr.  Cartjsi.  The  question  was  asked,  Mr.  Harper,  awhile  ago  as 
to  whether  if  Tuttle,  Wightman  &  Dudley  wanted  to  do  something 
or  to  demand  something  that  was  not  altogether  fair  to  the  stock- 
holders, that  there  would  not  be  anybody  to  raise  his  voice  in  behalf 
of  the  rights  of  the  stockholders.  Would  you  like  to  be  included  in 
that  category  of  directors  ? 

Mr.  Harper.  Well,  I  do  not  know  that  I  could  recall  any  specific 
case  where  Tuttle,  Wightman  &  Dudley's  disposition  seemed  to  point 
that  way ;  but  I  think  the  records  would  show  that  I  upon,  I  think, 
more  than  frequent  occasions  proved  myself  to  have  only  one  object 
in  view  at  the  board  meetings,  and  that  was  the  company  that  I  was 
a  director  of,  whichever  one  happened  to  be  holding  the  meeting. 

Mr.  Carusi.  If  anything  was  put  over  on  the  stockholders,  it  would 
have  to  be  while  you  were  away,  would  it  not,  Mr.  Harper  ? 

Mr.  Harper.  If  it  was  anything  detrimental,  I  will  say,  to  the  fire 
insurance  company,  unless  it  was  pulled  over  in  a  way  that  I  could 
not  see  it.  As  I  say,  I  had  but  one  object  in  view,  and  that  was  to 
look  after  the  interests  of  the  insurance  companies.  I  had  no  interest 
in  Tuttle,  Wightman  &  Dudley.  I  had  very  little  interest,  from  a 
financial  standpoint,  in  either  of  the  insurance  companies.  I  had 
52  shares  of  Commercial  and  100  shares  of  the  First  National,  but  I 
always  maintained  it  was  a  pride  to  me  to  see  that  these  companies 
succeeded,  and  I  looked  after  their  interests  as  far  as  I  could  by 
attending  board  meetings. 

Mr.  Carusi.  Have  you  ever  known  anybody  connected  with  Tuttle, 
Wightman  &  Dudley  or  any  of  the  directors  to  try  to  put  over 
anything  ? 

Mr.  Harper.  I  have  not. 

Mr.  Carusi.  You  have  been  in  very  constant  attendance  at  all  reg- 
ular and  special  meetings,  have  you  not,  of  the  board  and  of  the 
finance  committee  ? 

Mr.  Harper.  I  doubt  very  much  whether  I  have  missed — well,  I 
have  not  missed  a  half  dozen  of  them,  taking  the  finance  and  the 
board  of  directors,  in  the  last  two  years.  I  was  away  from  the  city 
for  months.    Well,  I  will  probably  have  to 

Mr.  Carusi  (interposing).  When  you  went  to  Panama? 

Mr.  Harper.  Yes ;  I  will  have  to  withdraw  that,  because  1  naturally 
missed  four  at  that  time,  but  counting  those  out.  I  had  to  miss  four 
finance  committee  meetings. 

Mr.  Carusi.  At  the  time  you  and  Mr.  Hoge,  you  as  chairman  of 
the  finance  committee,  and  Mr.  Hoge,  as  president  of  the  company, 
signed  that  contract  with  Tuttle,  Wightman  &  Dudley  for  the  sale 
of  stock,  did  you  consider  that  a  reasonable  contract  from  the  point 
of  view  of  the  stockholders? 

Mr.  Harper.  Yes;  I  would  not  have  agreed  to  it  if  I  had  not 
thought  it  was  a  reasonable  one. 

Mr.  Carusi.  You  know,  do  you  not,  or  have  you  not  been  informed, 
as  a  matter  of  fact,  it  has  not  been  a  profitable  contract  with  Tuttle. 
Wightman  &  Dudley? 

Mr.  Harper.  Well,  I  have  been  informed  to  that  effect.  I  do 
not  know. 

Mr.  Carusi.  What  are  your  duties  as  chairman  of  the  finance  com- 
mittee? First  of  all,  is  not  that  committee  clothed  with  an  unusual 
amount  of  executive  authority  in  the  company  ? 
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Mr.  Habpee.  Yes,  sir. 

Mr.  RedIteld.  Of  what  company? 

Mr.  Caeusi.  We  are  talking  exclusively  about  the  Commercial 
now. 

Mr.  Redfield.  The  Commercial? 

Mr.  Caetjsi.  Yes.  sir. 

Mr.  Eedfield.  What,  in  a  general  way,  have  your  duties  been  as 
chairman  of  the  finance  committee? 

Mr.  Habpee.  To  put  it  broadly,  it  is  to  look  after  the  financial  con- 
ditions of  the  company,  to  the  main  degree  of  its  investments.  I 
would  state  that  I  devoted  more  direct  attention  to  how  the  money 
was  invested  than  any  other  one  particular  proposition. 

Mr.  Caeusi.  You  were  advised,  were  you  not,  in  a  general  way, 
concerning  the  underwriting  part  of  the  company  and  its  methods? 

Mr.  Habpee.  The  subject  was  discussed  at  the  board  meetings. 

Mr.  Caeusi.  Also  discussed  at  the  finance  committee  meetings? 

Mr.  Habpee.  And  the  finance  committee  meetings. 

Mr.  Caeusi.  In  the  summer  of  1911  the  3  per  cent  dividend,  which 
had  been  paid  for  some  16  years  previously,  was  raised  to  4,  and  in 
December  was  raised  to  6.    Did  you  vote  for  those  two  raises  ? 

Mr.  Habpee.  Yes,  sir. 

Mr.  Caeusi.  Why  did  you  vote  for  them? 

Mr.  Habpee.  I  felt  then — and  I  had  better  preface  my  remarks  by 
saying  that  it  was  a  matter  that  was  thoroughly  discussed  by  the 
board  as  to  what  the  business  was  doing  and  the  prospects.  We  all 
felt  there  was  for  the  future,  and  the  net  profits  of  that  year  proved 
conclusively  to  us  that  the  company  could  afford  to  make  the  change 
in  its  dividends,  and  we  felt  that  we  could  do  it,  that  the  stockholders 
were  entitled  to  it. 

Mr.  Caeusi.  There  were  losses  in  the  early  part  of  1912.  You 
were  advised  of  that  fact,  were  you  not? 

Mr.  Habpee.  In  a  general  way ;  yes,  sir. 

Mr.  Caeusi.  The  question  came  up  before  the  board  in  July,  of 
1912,  as  to  whether  the  6  per  cent  dividend  should  be  paid  or  sus- 
pended.   Do  you  remember  how  you  voted  on  that  ? 

Mr.  Harpeb.  I  voted  in  favor  of  it. 

Mr.  Cabi  SI.  Do  a'ou  recall  how  any  other  members  of  the  board 
voted  ? 

Mr.  Habpee.  I  think  they  all  voted.  I  do  not  think  there  was  any 
dissenting  vote  on  the  dividend. 

Mr.  Caeusi.  Have  you  ever  been  denied  full  information  upon 
anything  that  you  wanted  to  know  as  a  director  of  the  company? 

Mr.  Habpee.  I  have  not. 

Mr.  Caeusi.  With  respect  to  the  First  National'  you  were  one  of 
the  original  members  of  the  organization  committee,  were  you  not? 

Mr.  Habpee.  Yes.  sir. 

Mr.  Caeusi.  And  also  of  the  executive  committee  of  the  organiza- 
tion committee? 

Mr.  Habpee.  Yes,  sir. 

Mr.  Caeusi.  Which  met  weekly.  I  show  you  an  agreement  under 
date  of  the  5th  day  of  January,  1912,  purporting  to  have  been  made 
between  certain  private  individuals  and  members  of  an  organization 
committee  and  Tuttle.  Wightman  &  Dudley  (Inc.),  and  I  ask  you 
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who  executed  that  agreement  on  the  part  of  the  organization  com- 
mittee? 

Mr.  Hakper.  Charles  F.  Carusi,  Robert  M.  Harper,  and  George 
W.  Atkinson. 

Mr.  Caeusi.  You  have  already  testified  that  you  never  had  any 
interest  in  Tuttle,  Wightman  &  Dudley  (Inc.) ;  did  Judge  Atkinson? 

Mr.  Harper.  I  think  not.    I  never  heard  that  he  had. 

Mr.  Carusi.  That  contract  was  substantially  similar  to  the  contract 
which  had  been  previously  executed  by  you  and  Mr.  Hoge  with  the 
same  firm  for  the  stock  selling  of  the  Commercial  Fire  Insurance 
Co.,  was  it  not? 

Mr.  Harper.  Substantially  the  same. 

Mr.  Carusi.  If  there  was  any  difference  it  was  more  favorable  to 
the  First  National,  was  it  not? 

Mr.  Harper.  Yes.  I  can  recall  that  that  was  discussed  at  the  time, 
that  there  were  some  provisions  in  this  that  were  more  favorable  to 
the  First  National  than  the  original  one  was  to  the  Commercial. 

Mr.  Carusi.  I  will  ask  you  the  same  question  about  this  contract, 
whether  you  considered  it  a  reasonable  contract  ? 

Mr.  Harper.  I  did. 

Mr.  Carusi.  You  know  that  while  the  underwriters  had  the  right 
to  expend  as  much  as  12^  per  cent  for  expenses,  that  they  only  spent 
^  per  cent? 

Mr.  Harper.  I  do  not  know  that  they  only  spent  6|.  I  knoAV  that 
it  was  frequently  discussed. 

Mr.  Carusi.  It  was  7|  per  cent  commission. 

Mr.  Harper.  That  they  had  not  spent — it  had  not  cost  all  that  they 
were  allowed  to  charge  against  the  compan3^ 

Mr.  Carusi.  Do  you  consider  it  an  advantage,  looking  at  it  from 
the  point  of  view  of  the  stockholders  of  the  two  companies,  that  they 
should  have  the  same  underwriters  ? 

Mr.  Harper.  The  same  underwriters  ? 

Mr.  Carusi.  The  same  fire  underwriters. 

Mr.  Harper.  Yes.  There  are  some  advantages,  I  think,  as  to  why 
they  might  have,  and  there  is  a  resolution  on  the  minutes,  I  think, 
to  the  effect  that  the  underwriters  in  taking  risks  for,  we  will  say,  the 
First  National,  should  give  the  Commercial  the  first  opportunity  of 
all  it  desired  to  take  and  vice  versa 

Mr.  Carusi.  That  is,  that  each  should  have  its  pick  of  the  reinsur- 
ance of  the  other  company  ? 

Mr.  Harper.  Yes ;  before  they  turn  it  over  to  some  other  company. 

Mr.  Carusi.  Before  they  give  it  to  some  outside  company.  Is  there 
not  a  clause  in  the  contract  or  resolution  which  requires  that  Tuttle, 
Wightman  &  Dudley  shall  not  become  the  underwriters  of  any  com- 
pany except  these  two  ? 

Mr.  Harper.  I  think  there  is ;  yes. 

Mr.  Prouty.  No  ;  at  a  less  commission. 

Mr.  Harper.  I  believe  that  is  it ;  at  a  less  commission.  I  remember 
that  is  what  it  is. 

Mr.  Carusi.  As  a  general  proposition,  Mr.  Harper,  do  you  think 
that  the  underwriter  ought  to  be  an  officer  of  the  company  ? 

Mr.  Harper.  That  he  is  underwriting  for  ? 

Mr.  Carusi.  Yes. 
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Mr.  Harper.  No,  sir ;  I  think  it  is  best  that  he  should  not  be. 

Mr.  Cabusi.  As  a  general  proposition? 

Mr.  Harper.  As  a  general  proposition. 

Mr.  Carusi.  Have  you  noticed  any  tendency  in  the  cases  here 
under  investigation — these  two  companies — on  the  part  of  these  par- 
ticular underwriters,  to  load  the  company  with  unprofitable  business 
for  the  sake  of  commissions? 

Mr.  Harper.  No,  sir. 

Mr.  Carusi.  Ha^e  you  noticed  any  tendency  to  the  contrary? 

3Ir.  Harper.  I  have  always  looked  upon  Mr.  Tuttle  as  being  par- 
ticularly anxious  to  get  the  best  class  of  risks  for  the  companies.  I 
have  talked  with  him  privately  and  at  the  board  meetings  in  that 
line,  that  it  was  the  future  that  he  was  after  as  much  as  the  present. 

^Ir.  Carusi.  You  invited  Mr.  Tuttle  to  become  one  of  the  directors 
of  your  bank,  did  you  not  ? 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  How  long  ago  was  that  ? 

Mr.  Harper.  I  think  1911. 

Mr.  Carusi.  January,  1912.  was  it  not? 

^Ir.  Harper.  January,  1912.  I  was  thinking  he  came  on  in  the  fall, 
but  it  was  after  the  first  of  the  year. 

Mr.  Carusi.  That  was  after  close  business  association  with  him 
from  the  eaiij^  part  of  1911  until  then? 

Mr.  Harper.  Yes. 

Mr.  Carusi.  It  was  at  j'^our  own  initiative,  too,  was  it  not? 

Mr.  Harper.   Yes,  sir. 

^Ir.  Carusi.  I  saw  by  the  paper  that  he  had  been  reelected  at  thfr 
last  meeting  of  the  District  National  Bank  as  a  director. 

Mr.  Harper.  Yes,  sir. 

Mr.  Carusi.  Mr.  Harper,  tell  the  committee  in  your  own  way,  to 
save  my  asking  any  more  questions,  about  the  Southern  Building, 
how  the  matter  first  came  up,  and  what  you  thought  of  the  proposi- 
tion, and  why  you  voted  for  it. 

]Mr.  Harper.  My  first  attention  was  called  to  it  by  telephone  mes- 
.'^age  from  Mr.  Tuttle  telling  me  that  he  wanted  to  see  me  and  wanted 
to  know  whether  I  could  meet  him  that  evening ;  that  he  wanted  to 
talk  with  me  on  a  business  proposition.  He  did  not  tell  me  the 
nature  of  it,  and  I  went  out  to  his  house,  and  he  showed  me — he  had 
a  lot  of  correspondence  and  tabulations,  and  so  forth,  with  regard 
to  the  Southern  Building,  that  he  had  been  talking  over  the  matter, 
find  thinking  over  it  with  other  members  of  the  board,  and  thought 
that  it  was  a  good  proposition,  the  purchase  for  the  two  compames, 
and  that  he  would  like  for  me  to  stand  by  him,  or  something  to  that 
effect.  I  told  him  that  if  he  would  give  me  the  correspondence  that 
he  had  and  the  figures  that  he  had  made  up  I  would  take  it — as  I 
was  just  going  to  leave  the  next  day  for  the  country — I  would  take 
it  to  the  country  and  go  over  it,  and  if  I  felt  from  this  investigation 
and  the  figures  that  he  had  that  it  was  a  good  purchase  that  I  would 
be  very  glad  to  go  with  him,  and  I  took  the  papers  and  went  over 
them  very  carefully,  but  there  was  a  good  deal  of  information  that 
T  felt  I  ought  to  have  that  was  not  in  this  correspondence  or  figures, 
and  when  it  was  brought  up  before  the  board,  I  think  that  coming 
week,  I  made  a  new  set  of  figures,  with  the  assistance  or  the  discus- 
sion of  the  various  members  of  the  board,  taking  it  up  as  though 
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I,  in  fact,  intended  purchasing  for  myself.  I  remember  distinctly 
of  going  into  it  upon  its  earning  capacity  as  an  investment,  and  tak- 
ing the  information  that  was  brought  there  from  the  directors  after 
iieir  investigation  as  to  the  real  value  of  the  building  and  the  value 
of  the  ground.  We  had  the  general  manager  there  to  give  us  the 
figures  of  the  actual  cost  of  maintaining  the  building.  I  went  over 
with  him,  havng  had,  I  think,  more  of  less  experience  in  these  mat- 
ters— I  went  over  with  him  to  see  whether  he  had  included  every- 
thing that  would  naturally  be  included  in  a  building  of  that  size,  as 
to  what  he  was  paying  the  various  employees,  and  then  I  made  by 
tabulation  by  adding  $300,000  a  year  to  the  cost  of  maintaining 
the  building,  and  I  came  to  the  conclusion  that  the  proposition  at 
$2,000,000  was  a  good  one.  In  other  words,  it  would  net  us  something 
less  than  5  per  cent,  and  for  those  reasons  I  voted  in  favor  of  the 
purchase. 

Mr.  Cakusi.  You  have  had  some  experience  with  office  buildings 
yourself,  have  you  not? 

Mr.  Haepee.  Yes. 

Mr.  Caeusi.  Have  you  not  just  recently  built  the  District  National 
Bank  Building  ? 

Mr.  Hakpee.  Yes,  sir. 

Mr.  Caey.  When  you  revalued  this  Southern  Building  were  there 
committees  appointed  to  revalue  it? 

Mr.  Haepee.  There  were  individuals  to  get  information  as  to  the 
cost  of  the  building  and  as  to  the  cost  of  the  ground.    That  was  done. 

Mr.  Caey.  And  those  gentlemen  who  revalued  the  building  were 
directly  interested  in  the  companies  that  you  belonged  to  ? 

Mr.  HiEPEE.  One  of  the  parties  you  have  reference  to  was  in  the 
bank;  one  of  the  parties  was  a  director  in  the  bank  that  I  am  presi- 
dent of. 

Mr.  Johnson.  Who  was  that? 

Mr.  Haepee.  Mr.  Lipscomb. 

Mr.  Eedfield.  I  have  only  a  few  questions  on  one  matter,  Mr. 
Harper.  It  will  only  take  two  or  three  moments,  I  think.  The  First 
National  Co.  pays,  as  has  been  testified,  $25  to  each  director  present 
at  its  monthly  directors'  meetings.  When  was  that  custom  adopted, 
Mr.  Harper? 

Mr.  Haepee.  I  think  it  was  adopted  at  the  outset— when  they  first 
commenced  organizing  and  selling  the  stock. 

Mr.  Eedfield.  So  that  the  directors  were  paid  that  before  the  com- 
pany began  to  do  any  insurance  business  ? 

Mr.  Haepee.  Yes,  sir. 

Mr.  Eedfield.  That  is  all. 

Mr.  Peouty.  How  long  had  you  been  a  director  at  the  time  you 
signed  the  contract  with  Tuttle,  Wightman  &  Dudley  (Inc.)  ?  How 
long  prior  to  that  time  had  you  been 

Mr.  Haeper  (interposing).  You  mean  in  the  Commercial? 

Mr.  Peouty.  In  the  Commercial ;  yes. 

Mr.  Haepee.  I  think  I  became  a  director  in  the  Commercial  m., 
probably,  1905  or  1906.  I  am  inaccurate  as  to  the  year,  and  this 
contract  was  signed  in  1911.     It  was  about  five  years,  I  suppose. 

Mr.  Peouty.  Are  the  directors  elected  annually  in  that  company?: 

Mr.  Haepee.  Yes,  sir. 
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Mr.  Peouty.  At  the  time  that  you  signed  that  contract  you  knew 
and  understood  that  Mr.  Tuttle,  through  the  Protective  Associa- 
tion, owned  and  controlled  practically  all  the  stock  of  the  company, 
did  you  not? 

Mr.  Hakpek.  Of  the  Protective  ? 

Mr.  Pkouty.  Of  the  Commercial. 

Mr.  Harper.  Oh,  yes.  Well,  at  the  time  when  he  bought  the 
stock  it  was  bought  by  the  Protective  Corporation,  and  shortly  after 
that  we  made  this  contract  with  him,  and  whether  he  had  disposed 
of  any  portion  of  that  stock  or  not  I  do  not  know,  but  he  controlled 
the  company. 

Mr.  Peouty.  You  understood  he  controlled  the  company? 

Mr.  Harper.  He  controlled  the  company ;  yes,  sir. 

Mr.  Prouty.  And  you  fully  understood,  as  a  practical  man,  that 
without  his  favor  you  could  not  be  reelected  as  another  director  at 
the  next  annual  meeting? 

Mr.  Harper.  If  you  had  asked  me  that,  or  anyone  had  asked 
me  that  at  the  time  I  would  have  said  "Yes";  but  I  will  say 
pointedly  it  never  occurred  to  me  one  way  or  the  other  as  to  whether 
I  would  be  reelected. 

Mr.  Prouty.  You  laiow,  as  a  practical  man,  that  you  could  not 
have  been  elected  without  his  vote  ? 

Mr.  Harper.  I  say,  if  you  had  asked  me  that  question  then  I  would 
have  said  I  Imew  he  could  have  prevented  my  reelection,  but  that 
did  not  occur  to  me  when  I  was  casting  my  vote,  one  way  or  the 
other. 

Mr.  Prouty.  AVell,  I  did  not  ask  vou  that  question.  Colonel. 
Were  you  reelected  in  June  of  that  year  ? 

Mr.  Harper.  Yes,  sir. 

Mr.  Prouty.  By  whose  vote  were  you  reelected  at  that  time- 
by  the  votes  that  Mr.  Tuttle  controlled  ? 

Mr.  Harper.  It  was,  I  think,  by  unanimous  vote.  I  do  not  know 
by  whose  particular  vote.  If  I  recall  correctly,  I  got  all  the  votes 
that  were  cast. 

Mr.  Prouty.  As  a  matter  of  fact,  Mr.  Tuttle  cast  all  the  votes  that 
were  cast? 

Mr.  Harper.  Yes ;  if  he  owned  all  the  stock. 

Mr.  Prouty.  So  it  could  not  have  been  otherwise  than  a  unani- 
mous vote,  could  it  ? 

Mr.  Harper.  That  is  right ;  yes. 

Mr.  Prouty.  What  relation  do  you  sustain  to  the  National? 

Mr.  Harper.  The  First  National  ? 

Mr.  Prouty.  No  ;  I  mean  the  Commercial. 

Mr.  Harper.  I  am  on  the  board  of  directors  and  chairman  of  the 
finance  committee. 

Mr.  Prouty.  Has  there  e\er  been  submitted  to  you  in  that  capacity 
the  question  as  to  whether  or  not  a  particular  policy  should  or  should 
not  be  issued  ? 

Mr.  Harper.  Xo  ;  I  can  not  not  recall.  Judge,  that  there  is  any  par- 
ticular policy.  It  has  been  discussed  at  various  board  meetings  that 
policies  that  had  been  taken  were  being  canceled,  but  there  is  no  spe- 
cific— I  can  recall  no  specific  policy  that  was  mentioned. 
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Mr.  Pkouty.  Then  as  a  matter  of  actual  daily  practice  the  question 
as  to  whether  a  policy  shall  or  shall  not  issue  is  determined  by  Tuttle, 
Wightman  &  Dudley,  the  parties  that  are  the  underwriters? 

Mr.  Hakpee.  I  would  not  say  entirely,  because  those  matters  are 
generally  passed  upon  in  conjunction  with  the  secretary.  Now,  the 
secretary 

Mr.  Pkouty  (interposing).  Is  Mr.  Davis? 

Mr.  Harper.  No;  you  are  speaking  of  the  Commercial? 

Mr.  Prouty.  I  am  speaking  of  the  Commercial ;  yes. 

Mr.  Harper.  The  secretary  is  Mr.  Grove. 

Mr.  Prouty.  Mr.  Grove? 

Mr.  Harper.  Mr.  Grove  is  secretary,  and  he  has  been  the  secretary 
of  the  Commercial,  with  the  exception  of  about  a  year,  ever  since  I 
have  been  connected  with  it,  and  he  has  been  the  active  man  in  the' 
underwriting  part  of  it. 

Mr.  Prouty.  By  whom  was  he  elected? 

Mi-.  Harper.  He  is  elected  by  the  board  of  directors. 

Mr.  Prouty.  By  the  same  board  that  Mr.  Tuttle  elected  ? 

Mr.  Harper.  Yes,  sir. 

Mv.'Prouty.  Mr.  Harper,  you  seem  to  be  a  practical  business  man. 
Do  you  think  it  safe  policy  to  allow  the  local  agents,  the  local  un- 
derwriters, the  power  to  determine  what  policies  shall  issue  ? 

Mr.  Harper.  AVithout  some  investigation,  I  would  say  that  the 
policy  is  not  a  good  one,  and  we  had — if  you  will  pardon  me,  I  an- 
ticipated that  very  proposition  over  a  year  ago — and  we  have  in  the 
contract  with  the  First  National  Fire  Insurance  Co.  that  wherever 
there  are  many  risks,  and  the  matter  is  to  be  determined  by  the  board 
of  directors,  that  we  shall  employ  a  man  in  the  neighborhood,  and 
the  names  suggested  would  be  the  sheriff,  or  the  county  treasurer,  or 
a  cashier  of  a  bank,  who  would  have  certain  forms  sent  to  him  to 
make,  a  report  upon  certain  risks,  and  for  that  work  we  would  pay 
him  a  percentage  upon  the  premium  which  came  out  of  the  amount 
that  we  paid  to  Tuttle,  Wightman  &  Dudley.  That  was  to  meet  that 
very  proposition,  I  think,  that  you  have  in  mind. 

Mr.  Prouty.  Well,  not  quite.  Do  you  think  it  a  safe  business 
policy  to  allow  the  men  that  are  writing  insurance  and  getting  the 
premiums  to  pass  at  the  same  time  upon  the  risks  and  the  issuance 
of  the  policies  ? 

Mr.  Harper.  Are  you  speaking  of  the  general  agents  or  the  agents 
working 

Mr.  Prouty  (interposing).  I  do  not  know  that  there  is  any  dif- 
ference between  them. 

Mr.  Harper.  I  would  say  that  it  would  not  be  proper  for  anyone 
to  go  unchecked.  There  should  be  some  way  of  investigating  what 
they  are  doing,  to  see  whether  they  are  careful  or  whether  they  are 
reckkss. 

Mr> Prouty.  The  success  or  failure  of  a  fire  insurance  company  de- 
pends practically  upon  the  proposition  as  to  whether  or  not  the  risks 
are  safely  selected? 

Mr.  Harper.  Yes,  sir. 

Mr.  Prouty.  Do  you  think  it  is  quite  safe  to  leave  that  question 
practically  at  the  determination  of  the  men  that  are  interested  in  the 
issuance  of  the  policy  and  not  in  the  losses? 
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yiv.  Harper.  It  might  be  safe,  practically,  but  not  exclusively.  I 
would  say  that  there  ought  to  be  a  check  of  the  man's  work. 

^Ir.  Pro€ty.  Do  you  think,  for  instance — now,  we  will  make  it 
practical  to  your  company — do  jow  think  that  Mr.  McKee  is  in  a  posi- 
tion to  stand  out  against  Tuttle,  Wightman  &  Dudley  on  a  question 
of  the  issuance  of  policies?  Suppose  a  policy  was  presented  that  he 
thought  ought  not  to  be  written  or  ought  to  be  canceled ;  do  you  think 
he  is  in  a  position,  if  he  thought  that  was  true,  to  stand  for  the 
company  ? 

Mr.  Harper.  I  expect  j'ou  mean  Mr.  Grove  instead  of  Mr.  McKee. 

Mv.  Proutt.  Mr.  Grove. 

Mr.  Harper  I  will  only  sa}'.  Judge,  in  this,  that  several  times  those 
propositions  have  been  brought  up  and  we  have  decided  with  Mr 
Grove,  and  it  has  gone  by  his  decision. 

^Ir.  Proutv.  There  has  been  some  controversy  about  that  matter? 

[Mr.  Harper.  As  to  settlements,  too.  As  to  settlements  of  losses, 
Mr.  Grove  passes  upon  those,  and  he  has  raised — and  I  will  state  that 
it  has  not  been  over  10  days  ago,  when  some  little  question  arose  be- 
tween him  and  Mr.  Tuttle  in  regard  to  it,  but  Mr.  Grove's  -yay  of 
settling  it  was  approved. 

Mr.  Prouty.  That  was  the  settlement  of  a  loss? 

Ml-.  Harper.  That  was  the  settlement  of  a  loss. 

Mr.  Prottv.  I  was  going  to  come  to  that  later,  but  I  was  going  to 
get  at  the  primary  part  first. 

!Mr.  Harper.  Yes. 

Mr.  Profty.  That  is  the  issuance  of  the  policy. 

Mr.  Harper.  Yes. 

Mr.  Prouty.  That  is  the  dangerous  point. 

Mr.  Harper.  Yes. 

^Ir.  Prouty.  As  any  man  luiows,  who  ever  had  any  experience  in 
the  insurance  business.  Have  you  ever  known  of  any  controversy 
between  the  secretary  and  Tuttle,  Wightman  &  Dudley  as  to  whether 
jjolicies  should  issue? 

^Ir.  Harper.  No  ;  I  could  not  relate  any  case  of  that  kind. 

ilr.  Prouty.  In  other  words,  whenever  they  have  said  that  a  policy 
should  issue  or  should  not  be  canceled,  that  has  remained  the  rule? 

!Mr.  Harper.  Well,  I  say  I  can  not  speak  advisedly  one  way  or  the 
other.     I  do  not  know  that  any  question  or  discussion  has  ever 

Mr.  Prouty  (interposing).  He  has  never  brought  to  your  attention 
any  policy  that  he  thought  ought  not  to  issue  and  that  they  thought 
ought  to  issue? 

Mr.  Harper.  No. 

Mr.  Prouty.  Your  official  connection,  so  far  as  president,  is,  as 
I  understand  it,  with  the  National  i 

]Mr.  Harper.  With  the  First  National;  yes,  sir. 

Mr.  Proutt.  Since  it  seems,  from  what  I  have  gathered  here, 
that  the  same  parties  primarily  were  interested  in  the  Commercial 
that  were  interested  in  the  First  National,  why  was  there  a  second 
company  formed?  Why  could  not  this  have  all  been  worked  out 
through  the  Commercial? 

Mr.  Harper.  The  way  I  looked  at  it,  and  I  think  others,  no  fire 
insurance  company  will  take  more  than  a  certain  amount  of  risk  on 
any  one  risk.  They  then  place  the  balance  with  some  other  com- 
pany.    Tuttle,  Wightman  &  Dudley,  being  the  underwriters,  and 
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having  the  same  machinery  that  would  take  a  risk,  we  will  say,  for 
the  Commercial,  we  will  put  it  in  the  State  of  Ohio,  and  on  that  risk 
they  would  take  $2,500  of  it— ayc  will  say  that  it  is  a  $10,000  lisk— 
and  the  other  $7,500  would  be  placed  with  some  other  companies,  on 
which  they  would  get  whatever  commission  would  be  customary. 
We  thought  it  would  be  well  for  us  to  have  another  company  which 
.could  have  first  preference  on  as  much  of  that  risk  as  they  cared  to 
take.  They  might  take  $2,500,  so  that  they  would  have  the  same 
machinery  that  was  working  for  the  Commercial  also  working  for 
the  First  National,  and  the  same  machinery  working  for  the  First 
National  would  be  the  same  thing  for  the  Commercial. 

Mr.  Prouty.  The  amount  of  insurance  tliat  a  company  carries  on 
any  definite  risk  is  dependent  on  its  capital,  is  it  not,  largely  ? 

Mr.  Haepeb.  No;  it  is  dependent  upon  the  hazardousness  of  the 
risk. 

Mr.  Prouty.  For  instance,  a  very  large  company  will  carry  a 
larger  amount  than  a  small  company? 

Mr.  Harper.  If  the  risk  is  perfectly  good  they  will,  for  instance, 
carry  more.  For  instance,  a  small  company  would  carry  a  greater 
line  of  risk  on  what  they  consider  a  perfectly  fireproof  structure 
than  they  would  on  one  that  is  combustible,  and  a  large  company 
would  not  carry  any  more  on  a  combustible  building  simply  because 
they  were  large ;  they  would  carry  it  according  to  the  hazardousness 
of  the  risk. 

Mr.  Peotjty.  You  do  not  quite  catch  my  question.  Large  com- 
panies carry  larger  line  son  a  good  building  than  small  companies? 

Mr.  Harper.  I  take  it  for  granted  they  would ;  yes. 

Mr.  Peotjty.  For  instance,  if  you  had  a  two  million  dollar  com- 
pany here  it  would  carry  just  as  large  a  line  on  a  good  building  as 
two  companies  of  a  million  dollars? 

Mr.  Harper.  You  might  assume  that  they  could  stand  a  loss  better 
than  a  smaller  one,  if  they  did  have  a  loss,  therefore  they  could  carry 
a  larger  risk. 

Mr.  Peouty.  Just  one  other  thing.  Passing  from  the  insurance 
end  to  the  building  part,  what  figures  were  furnished  you  as  to  earn- 
ing capacity  or  as  to  income  of  this  building  when  you  were  deter- 
mining the  investment? 

Mr.  Haepee.  I  could  not  tell,  Judge.  I  depended  entirely  at  that 
time  on  the  figures  that  I  had. 

Mr.  Prouty.  Do  you  not  recall  about  what  figures  were  furnished 
you  as  to  its  income  ? 

Mr.  Harper.  Really,  it  would  be  guesswork.  It  was — I  would  just 
have  to  guess  at  it.    I  really  do  not  know. 

Mr.  Carusi.  I  think  I  can  refresh  your  recollection.  Were  not  the 
figures  Mr.  Thyson  gave  us,  within  $500  one  way  or  the  other, 
$123,000,  as  being  the  actual  space  rented  at  the  time  he  was  talking 
to  us,  with  engagements  for  space  that  brought  it  up  to  $135,000  or 
thereabouts  ? 

Mr.  Harper.  Well,  the  figures  that  I  had  in  mind — and  I  am  glad 
that  I  was  nearer  right  than  I  thought— I  think  was  $129,000,  when 
you  asked  the  question ;  but  it  was  not  so  clear  in  my  mind  that  I 
cared  to  put  it  down  as  what  really  were  the  facts ;  but,  in  my  recol- 
lection, it  was  about  that,  and  then  since  Mr.  Carusi  has  checked  me 
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a  littk',  I  think  it  was  $129,000,  and  the  expenses  for  running  the 
building-  were  somewhere  about  $27,000.  I  arbitrarily,  without  any 
particular  reason,  added  $3,000  onto  it,  and  gave  as  the  reason  that 
as  tenants  moved  out  there  will  be  more  repairs  and  painting,  and 
things  of  that  kind  that  will  be  necessary ;  but  I  added  $3,000,  took 
the  income  as  it  was,  and  added  to  the 

Mr.  PROUTy  (interposing).  Did  you  include  taxes? 

Mr.  Harpek.  Included  taxes,  included  insurance,  and  included  the 
interest  paid  on  the  outstanding  bonds  as  a  standing  expense. 

l\Ir.  Proi^ty.  Did  you  tal:e  into  consideration  any  depreciation  of 
the  building  ? 

]Mr.  Harper.  Yes ;  I  put  in  depreciation  of  a  certain  amount  in 
dollars  and  cents.  I  can  state  this.  Judge,  that  we  went  even  to  liie 
engineer — as  to  what  he  was  pa3dng  the  engineer,  how  many  he  had 
the  elevator  boys  and  scrubwomen,  seeing  whether  he  had  or  was 
including 

Mr.  Prouty  (interposing).  Colonel,  you  just  dropped  one  remark 
that  I  could  not  quite  gauge  the  significance  of.  You  said  that  you 
figured  out  that  the  building  was  worth  $2,000,000  on  this  basis. 

Mr.  Harper.  On  its  income. 

Mr.  Proi^ty.  And  it  was  for  that  reason  you  would  be  willing  to 
take  it.    Did  you  understand  that  the  building  was  to  cost  $2,000,000? 

Mr.  Harper.  No;  we  were  to  pay — there  was  $1,400,000  in  out- 
standing bonds,  and  we  were  to  purchase  the  stock  at  a  certain  figure. 

Mr.  Prouty.  At  $150,000  ? 

Mr.  Harper.  Yes;  and  in  the  discussion  of  this  question  we  found 
that  it  was  a  good  purchase  at  that;  but  our  income  was  going  to  be 
on  the  money  invested  in  it  or  the  equity  in  it  over  and  above  this 
outstanding  mortgage,  and  in  our  calculations  we  made,  we  said,  over 
the  ordinary  standard  of  what  is  supposed  to  be  for  a  building;  that 
is,  anything  over  4  per  cent 

Mr.  PROtrTY  (interposing).  Suppose,  Colonel,  that  they  had  put 
up  to  you  the  proposition  on  the  basis  that  it  would  cost  $2,000,000. 
What  would  you  have  done? 

Mr.  Harper.  Buying  which? 

Mr.  Prouty.  Suppose  they  had  put  up  this  proposition  to  you  in 
such  a  way  that  the  purchase  of  this  stock  would  ha^'e  made  the 
building  cost'  you  $2,000,000.  Would  you  then  have  favored  its 
purchase  ? 

Mr.  Harper.  If  we  had  to  pay  out  two  million? 

Mr.  Prouty.  No;  if  you  became  the  owner  of  this  property  by 
the  acquisition  of  the  stock  of  the  Southern  Co. 

Mr.  Harper.  Yes,  sir. 

Mr.  Prouty.  Which  was  practically  $300,000,  as  I  recall  it.  Sup- 
pose they  had  said  to  you,  "  We  can  buy  this  stock  of  the  company 
in  such  a  way  that  we  can  get  control  of  this  whole  property  for 
$2,000,000,  would  you  have  favored  such  a  purchase  ? 

Mr.  Harper.  No;  I  would  not  have  paid  $2,000,000  for  it. 

Mr.  Prouty.  Why  not? 

Mr.  Harper.  Well,  it  was  an  investment,  not  only  the  money  being 
actually  put  into  it  and  buying  something  else,  but  its  income  would 
have  been  an  investment  of  that  amount  of  money.  It  is  a  case  of 
putting  out  money  or  owning  something  that  does  not  cost  you 
quite  that  much.     That  is  the  way  I  looked  at  it. 
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Mr.-  Peouty.  If  I  caught  your  testimony  a  minute  ago,  you  thought 
this  building  was  worth  $2,000,000  because  you  thought  it  would 
earn  that. 

Mr.  Harper.  I  meant  that  by'  the  earning  capacity  it  was  a 
$2,000,000  proposition,  based  on  the  earning  capacity  of  other  office 
buildings. 

Mr.  Peotjtt.  What  you  really  mean  is  that  it  would  be  a  very 
good  investment  at  $1,550,000? 

Mr.  Harper.  It  would  have  been  an  exceptionally  good  one. 

Mr.  Protjty.  That  is  what  you  did  purchase  it  for,  as  a  matter 
of  fact? 

Mr.  Harper.  Yes,  sir. 

Mr.  Peottty.  That  was  the  question  that  you  were  passing  upon  ? 

Mr.  Harper.  No;  I  made  a  calculation  on  a  higher  figure  than 
that,  as  to  what  we  would  get  in  income  from  it,  a  higher  figure. 

Mr.  Prouty.  What  would  have  been  the  highest  figure  you  would 
have  given  for  this  stock  which  you  were  to  buy,  by  which  you 
would  secure  control  of  the  Southern  Building  Corporation  and 
thus  the  owner  of  the  Southern  Building — ^what  would  have  been  the 
highest  figure  you  would  have  given  as  an  experienced  business  man 
and  director  of  the  companies? 

Mr.  Harper.  If  I  was  buying  for  myself,  if  I  had  the  money  ? 

Mr.  Prouty.  Buying  for  yourself  or  for  these  companies  or  for 
your  bank? 

Mr.  Harper.  For  my  bank,  if  I  wanted  it,  I  would  not  hesitate 
in  paying  what  we  paid  for  it. 

Mr.  Prouty.  Would  you  have  paid  any  more  for  it? 

Mr.  Harper.  Yes. 

Mr.  Prouty.  How  much  more  would  you  have  paid?  That  is 
really  the  question  I  am  asking  you. 

Mr.  Harper.  It  was  worth  more  than  what  we  would  pay  for  it. 

Mr.  Prouty.  How  much  higher  would  you  have  gone?  I  would 
like  to  have  your  judgment.    You  seem  to  be  a  practical  man. 

Mr.  Harper.  I  do  not  know  that  I  would  have  gone  in  and  paid 
out  $2,000,000  for  the  building  if  I  wanted  a  building  and  that  suited 
my  proposition. 

Mr.  Prouty.  That  does  not  quite  reach  it  yet.  How  much  higher 
than  $1,550,000  would  you  have  gone  at  that  time  to  secure  that 
building? 

Mr.  Harper.  I  might  probably  have  gone  to  $1,800,000. 

Mr.  Prouty.  That  would  have  been  about  your  limit  ? 

Mr.  Harper.  Yes,  sir. 

Mr.  Prouty.  That  is  all. 

Mr.  Carusi.  You  do  not  buy  things  ever,  do  you,  unless  you  expect 
to  have  a  profit  in  them? 

Mr.  Harper.  That  is  what  I  was  trying  to  explain  to  the  judge. 

Mr.  Prouty.  Well,  we  would  not  need  any  testimony  on  that. 

At  this  point  about  three- fourths  of  a  page  of  transcript  was  ex- 
punged from-  the  record  by  order  of  the  committee,  being  where  Mr. 
Redfield  again  referred  to  the  Rules  Committee  matter. 

Whereupon  a  recess  was  taken  until  2.30  o'clock  p.  m. 
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AFTER  RECESS. 

The  subcommittee  reconvened,  pursuant  to  the  taking  of  recess, 
at  2.30  p.  m. 

By  order  of  the  committee,  the  whole  of  the  proceedings  during 
the  afternoon  session  were  expunged  from  the  record,  with  the  excep- 
tion of  the  resolution  under  which  the  investigation  was  ordered. 

Mr.  Prouty.  Mr.  Chairman,  to  somewhat  clear  up  the  situation, 
as  I  look  at  it,  I  want  at  this  time  to  offer  in  evidence  the  resolution 
under  which  this  committee  is  sitting,  which  passed  Congress  on  the 
16th  day  of  December,  1912.    Leaving  out  the  heading,  it  says: 

Rcsolred,  That  the  Committee  on  the  District  of  Columbia  of  the  House  of 
Kepresentatlves,  or  any  subcommittee  thereof  which  the  chairman  of  said 
committee  may  appoint,  is  hereby  authorized  and  directed  to  investigate  the 
condition,  management,  history,  records,  and  affairs  of  the  Commercial  Fire 
Insurance  Company  of  Washington,  District  of  Columbia,  and  of  the  First  Na- 
tional Fire  Insurance  Company  of  the  United  States,  of  Washington,  District  of 
Columbia,  both  doing  business  in  the  District  of  Columbia ;  and  of  the  office  of 
the  superintendent  of  insurance  of  the  District  of  Columbia,  and  of  Tuttle, 
Welghtman  and  Dudley  (Incorporated),  doing  business  in  the  District  of  Co- 
lumbia, together  with  those  of  their  associates,  representatives,  and  agents, 
and  examine  the  books,  papers,  .iccounts,  and  affairs  of  the  aforesaid  companies 
and  of  the  superintendent  of  insurance  of  the  District  of  Columbia. 

And  then  follows  authority  to  call  witnesses  and  pay  for  the  ex- 
penses of  the  investigation,  etc. 

Thereupon,  at  4.30  o'clock  p.  m.,  the  committee  adjourned  until 
Tuesday,  January  28,  1913,  at  10  o'clock  a.  m. 
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Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  of  Repkesentattves, 
Washington,  D.  C,  January  'B8,  1913. 
The  subcommittee  met  at  10  o'clock  a.  m.,  Hon.  Ben  Johnson  (chair- 
man) presiding. 

TESTIMONY  OF  WILLIAM  S.  HALL. 

The  witness  was  duly  sworn  by  the  chairman.    . 

Mr.  Easby- Smith.  What  is  your  full  name? 

Mr.  Hall.  William  S.  Hall. 

Mr.  Easby-Smith.  Will  you  state  in  what  capacities  and  during 
what  periods  you  have  been  employed  in  the  office  of  the  superin- 
tendent of  insurance  of  the  District  of  Columbia  ? 

Mr.  Hall.  On  April  1,  1904, 1  was  appointed  gjerk  of  the  depart 
ment,  and  held  that  position  until  November  18,  1910,  when  I  was 
promoted  to  the  position  of  statistician  to  fill  the  vacancy  created  by 
Mr.  Ingham's  promotion. 

Mr.  Easby-Smith.  As  I  understand  it,  you  served  some  six  years 
or  more  under  Mr.  Drake,  the  first  superintendent  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  And  since  Mr.  Ingham's  appointment  you  have 
continuously  served  under  him  as  statistician? 

Mr.  Hall.  Yes. 

Mr.  Easby-Smith.  During  all  that  time,  Mr.  Hall,  has  your  work 
jn  the  office  been  such  as  to  thoroughly  inform  you  as  to  the  methods 
of  the  office,  the  customs  of  the  office,  the  laws,  and  the  regulations 
under  which  the  office  was  conducted? 

Mr.  Hall.  I  think  so,  sir. 

Mr.  Easby-Smith.  Will  you  state  whether  you  are  in  any  manner, 
and  if  so  in  what  manner,  familiar  with  the  insurance  department 
of  the  State  of  New  York? 

Mr.  Hall.  How  do  you  mean  ? 

Mr.  Easby-Smith.  What  do  you  know,  if  anything,  and  if  you 
know  anything  about  it,  how  did  you  acquire  the  information? 

Mr.  Hall.  The  only  information  I  have  regarding  the  New  York 
department  is  through  our  correspondence  and  official  intercourse 
with  them. 

Mr.  Easby-Smith.  Did  you  ever  take  and  pass  any  New  York 
State  civil  service  examination  for  appointment  in  the  New  York 
insurance  department  ? 
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Mr.  Hall.  Yes,  sir. 

Mr.  Easby- Smith.  When  did  you  take  that  examination? 

Mr.  Hall.  In  April,  1910, 1  took  a  written  examination. 

Mr.  Easby-Smith.  For  what  position? 

Mr.  Hall.  For  the  position  of  assistant  examiner  in  the  New  York 
insurance  department. 

Mr.  Easbt-Smith.  Where  did  you  take  that  examination  ? 

Mr.  Hall.  I  took  it  in  New  York  City,  and  later  was  notified,  I 
think,  in  June  of  that  same  year,  to  appear  in  the  New  York  depart- 
ment at  165  Broadway  to  take  an  oral  examination.  I  was  notified 
some  time  in  July  that  I  had  passed  those  examinations  and  was  No. 
5  on  the  list. 

Mr.  Easby-Smith.  No.  5  of  how  many,  if  you  know? 

Mr.  Hall.  I  think  there  were  about  125  men  took  the  examination. 

Mr.  Easby-Smith.  And  shortly  after  that,  however,  you  were  pro- 
moted to  be  statistician  in  this  department? 

Mr.  Hall.  About  six  months  after  that,  yes,  sir.  But  at  that  time 
Mr.  Drake  was  very  ill  and  some  changes  were  in  prospect,  so  I 
thought  I  would  be  in  a  better  position  to  stay  here. 

Mr.  Easby-Smith.  From  the  information  you  obtained  in  pre- 
paring for  and  taking  the  examination,  will  you  state  whether  the 
methods  of  examination  and  reports  by  the  New  York  department 
are  substantially  different  from  those  which  are  in  effect  and  have 
been  in  effect  in  our  local  department? 

Mr.  Hall.  I  do  not  think  so,  Mr.  Easby-Smith.  Of  course  they 
have  a  very  much  larger  force  there  and  they  have  larger  companies 
to  deal  with.  But  the  examination  that  I  took  did  not  have  any 
special  preparation,  because  I  had  no  idea  along  what  lines  they  were 
going  to  examine.  We  could  not  get  any  information  prior  to  the 
examination  as  to  just  what  lines  it  would  follow. 

Mr.  Easby-Smith.  Did  your  examination  include  the  method  of 
examining  companies,  making  an  accounting,  and  reporting  on  their 
conditions  ? 

Mr.  Hall.  Yes,  sir.  We  were  required  to  make  up  a  statement 
from  certain  bare  facts  in  this  examination  that  required  just  the 
same  line  of  work  we  would  do  in  any  ordinary  examination. 

Mr.  Easby-Smith.  When  it  came  to  the  decision  of  any  question 
in  our  local  department,  concerning  which  there  was  no  precedent 
and  concerning  which  advice  seemed  necessary,  from  whom,  if  any- 
body, did  the  superinendent  of  insurance  seek  advice  as  to  what  he 
should  do? 

Mr.  Hall.  Both  Mr.  Hall  and  Mr.  Ingham  made  a  constant  prac- 
tice of  conferring  with  the  office  of  the  corporation  counsel  and,  I 
think,  were  always — nearly  always,  anyhow — guided  by  the  advice 
given  them. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  since  Mr.  Ing- 
ham became  superintendent  he  has  conferred  with  the  corporation 
counsel  on  questions  which  he  could  not  decide? 

Mr.  Hall.  Yes,  sir ;  frequently.  And  he  has  sent  me  up  with  cases 
which  came  up  in  my  branch  of  the  work. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  he  has  followed 
the  advice  and  instructions  given  him  by  the  corporation  counsel  ? 

Mr.  Hall.  I  think  invariably,  sir. 
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Mr.  Easby-Smith.  Do  you  remember  whether  or  not  the  corpora- 
tion counsel  ever  advised  the  office  of  superintendent  of  insurance  as 
to  how  far  the  superintendent  of  insurance  has  a  right  to  go  into 
the  internal  management  and  affairs  of  a  local  insurance  company  ? 

Mr.  Hall.  I  think  that  line  was  pretty  clearly  drawn,  Mr.  Easby- 
Smith,  in  an  opinion  we  have  in  the  case  of  the  Knights  of  Pythias. 
Mr.  Curry  and  I  were  in  Chicago  examining  the  Knights  of  Pythias 
a  good  many  years  ago,  when  Mr.  Drake  was  superintendent.  There 
were  certain  matters  there  which  it  seemed  affected  the  membership. 
The  corporation  counsel  held  that  it  was  a  matter  of  internal  man- 
agement and  that  the  equity  courts  were  always  open  to  those  mem- 
bers, so,  that  the  department  had  no  right  to  interfere. 

Mr.  Easby-Smith.  I  show  you  an  opinion  of  the  corporation  coun- 
sel, dated  March  13,  1908,  addressed  to  the  commissioners,  and  re- 
ferred by  them  to  the  superintendent  of  insurance,  and  I  ask  you  to 
state  whether  or  not  that  is  the  particular  opinion  to  which  you  have 
referred. 

Mr.  Hall.  Yes,  sir ;  this  is  the  opinion. 

Mr.  Easbt- Smith.  If  the  committee  please,  I  do  not  care  to  burden 
the  record  with  all  of  this  opinion  unless  the  committee  wants  it.  I 
desire  simply  to  read  and  offer  the  last  paragraph.  It  is  an  opinion 
relating  to  what  authority  the  superintendent  of  insurance  has  con- 
cerning the  internal  management  of  the  Knights  of  Pythias  [read- 
ing] : 

Whether  or  not  the  members  of  class  4  are  being  deprived  of  any  legal  right 
outside  of  their  contract  of  insurance  by  the  relating  back  of  the  resolution 
referred  to  and  the  proposed  use  of  their  expense  fund  for  class  5  seem  to  be 
questions  concerning  the  internal  management  of  the  order  to  be  settled  by 
agreement  or  litigation  among  the  members  thereof;  for,  if  their  legal  rights 
are  being  Invaded,  the  courts  are  always  open  for  redress. 

Do  you  remember,  Mr.  Hall,  any  verbal  opinions  given  to  you  in 
response  to  requests  on  the  part  of  the  corporation  counsel  relating  to 
the  same  questions,  to  the  same  general  matter  of  the  control  of  the 
superintendent  of  insurance  over  the  affairs  of  local  companies? 

Mr.  Hall.  No;  I  do  not  recall  any  verbal  opinions,  Mr.  Easby- 
Smith.  When  the  matters  were  of  any  import  we  always  got  writ- 
ten opinions,  and  it  was  just  as  to  routine  matters  we  consulted 
verbally. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  that  opinion 
was  followed  both  by  Mr.  Drake  and  by  Mr.  Ingham  ? 

Mr.  Hall.  Yes,  sir;  it  was. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  there  is  any 
provision  in  any  of  the  laws  relating  to  insurance  in  the  District 
of  Columbia  and  relating  to  the  office  of  the  superintendent  of  insur- 
ance concerning  the  manner  in  which  the  appraisal  of  property, 
whether  real  or  personal,  belonging  to  insurance  companies  is  to  be 
made? 

Mr.  Hall.  I  do  not  think  there  is  a  thing  in  the  law.  We  have 
never  found  it.  * 

Mr.  Easbx-Smith.  If  there  has  been  a  custom  as  to  appraisals, 
both  under  Mr.  Drake  and  Mr.  Ingham,  continued  without  change, 
will  you  state  what  that  custom  has  been  and  is,  concerning  the  ap- 
praisal of  property  belonging  to  insurance  companies  ? 
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Mr.  Hall.  It  has  always  been  the  practice  of  the  office  to  appoint 
either  three  men  or  one  man  to  make  appraisals  of  real  estate  owned 
by  insurance  companies. 

Mr.  Easby-Smith.  Will  you  state  first  what  distinction  is  made, 
and  why,  between  the  appointment  of  one  on  some  occasions  and  three 
on  other  occasions? 

Mr.  Hall.  The  first  time  that  I  recall  one  man  having  acted  in  that 
capacity  was  when  we  examined  these  companies  under  section  653. 

Mr.  Easby-Smith.  As  amended  recently? 

Mr.  Hall.  Yes,  sir ;  as  amended  in  1911. 

Mr.  Easbt-Siiith.  They  are  all  small  companies? 

Mr.  Hall.  Yes,  sir;  small  companies,  some  of  them  having  very 
little  over  $25,000  in  assets.  Mr.  Ingham  felt  that  the  appointing  of 
three  men  would  be  an  unnecessary  burden  to  them  in  that  the  same 
result  could  be  obtained  by  the  services  of  one  man. 

Mr.  Easbt-Smith.  What  do  you  mean  by  burden? 

Mr.  Hall.  Financial  burden. 

Mr.  Easbt-Smith.  You  mean  in  the  payment  of  appraisals? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  That  brings  me  to  this  question.  Will  you 
state  whether  there  is  an  invariable  custom  as  to  payment  to  ap- 
praisers?   And  if  so,  state  what  the  custom  has  been. 

Mr.  Hall.  With  the  exception  of  one  fiscal  year,  the  companies 
invariably  bore  the  expense  or  the  fees  of  these  appraisers. 

Mr.  EasbytSmith.  Tell  us  what  the  situation  was  during  that  one 
fiscal  year,  and  fix  the  year,  if  you  can. 

Mr.  Hall.  I  can  not  recall  the  year.  It  must  have  been  the  fiscal 
year  1905-6  or  1906-7. 

Mr.  Easby-Smith.  Under  Mr.  Drake? 

Mr.  Hall.  Yes,  sir.  Congress  gave  us  an  allotment  of  $600  to  be 
used  in  paying  the  fees  of  appraisers,  but  I  do  not  believe  all  of  that 
money  was  expended,  because  the  work  of  the  office  was  in  such  a  con- 
dition that  we  could  not  make  sufficient  examinations  to  employ  those 
appraisers. 

Mr.  Easby-Smith.  Do  I  understand  that  except  for  that  one  year 
the  appraisers'  fees  have  been  invariably  paid  by  the  insurance  com- 
panies whose  property  was  being  examined? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  If  you  know,  will  you  state  what  the  fees  have 
been  if  they  have  been  fixed  in  amount  ? 

Mr.  Hall.  To  the  best  of  my  knowledge  they  have  been  about  $10 
a  day  for  each  man.  There  may  have  been  some  cases  where  tlie 
fees  were  greater  than  that,  but  I  do  not  recall  them. 

Mr.  Easby-Smith.  Do  you  recall  any  case  in  which  they  were  Ips? 
than  that? 

Mr.  Hall.  No ;  I  do  not. 

Mr.  Easby-Smith.  Will  you  state  in  what  manner  the  appraisers 
have  been  paid — whether  directly  by.  the  insurance  companies  inter- 
ested or  through  the  office  of  the  superintendent  of  insurance? 

Mr.  Hall.  There  has  been  no  stated  custom  of  filing  those  bills, 
and  I  have  seen  bills  pass  through  the  office  which  were  sent  to  the 
superintendent  and  forwarded  by  him  to  the  companies  with  tlie 
request  that  the  companies  send  tjfieir  checks  to  the  parties  to  whom 
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the  money  was  due.  I  do  not  know  of  any  case  where  the  money 
passed  through  our  office. 

Mr.  Easbt-Smith.  In  the  matter  of  the  appointment  of  three  ap- 
praisers, what,  if  anything,  do  you  know  concerning  any  right 
claimed  by 'the  companies  to  appoint  one  of  those  three  appraisers? 

Mr.  Hall.  I  have  never  known  of  a  case  where  the  company  did 
name  one  of  the  appraisers,  but  I  can  well  see  how  that  idea  might 
be  gathered  from  the  fact  that  under  the  adjustment  of  fire  losses 
it  is  customary  for  the  company,  if  the  assured  and  company  can 
not  agree, as  to  the  amount  due,  for  the  company  and  the  assured  to 
each  appoint  one  adjuster  and  those  two  men  appoint  a  third. 

Mr.  Easbt-Smith.  Do  you  recall  any  case  prior  to  the  appraise- 
ment of  the  Southern  Building  in  which  any  of  the  companies 
claimed  the  right  to  appoint  one  of  those  three  appraisers  ? 

Mr.  Hall.  No;  I  do  not.  I  believe  in  the  case  of  the  Arlington, 
however,  the  name  of  Mr.  Hensey  was  suggested  by  Mr.  Jones,  the 
secretary  of  the  company,  and  that  was  agreeable  to  the  superin- 
tendent. 

Mr.  Easbt-Smith.  Mr.  Hensey  and  two  others,  Mr.  Daniel  and 
Mr.  Darneille,  were  appointed,  in  conjunction  with  Mr.  Hensey  ? 

Mr.  Hall.  Yes,  sir;  the  superintendent  appointed  all  three  of 
them.    It  was  merely  a  suggestion  on  the  part  of  the  company. 

Mr.  Easbt-Smith.  In  which  Mr.  Ingham  acquiesced? 

Mr.  Hall.  Yes,  sir.    That  is  the  way  I  understood  it. 

Mr.  Easbt-Smith.  Do  you  know  of  any  other  case  in  which  any 
insurance  company  suggested  the  name  of  any  one  of  the  three  ap- 
praisers ? 

Mr.  Hall.  I  do  not. 

Mr.  Easbt-Smith.  Will  you  state  whether  or  not  it  is  usual  for 
the  office  of  the  superintendent  of  insurance  of  the  District  of  Co- 
lumbia to  go  into  another  State  and  there  examine  a  company  which 
is  doing  business  in  the  District,  or  about  to  do  business  in  the 
District? 

Mr.  Hall.  Not  where  they  have  any  State  supervision;  no,  sir. 
I  have  never  known  of  a  case. 

Mr.  Easbt-Smith.  For  example,  would  your  department  examine 
a  New  York  corporation  which  was  doing  buisness  in  the  District 
of  Columbia? 

Mr.  Hall.  It  never  has. 

Mr.  Easbt-Smith.  If  a  New  York  corporation  or  the  corporation 
of  any  other  State  should  apply  to  the  superintendent  of  insurance 
of  the  District  of  Columbia  for  a  license  to  do  business,  what  action 
would  your  office  take  concerning  that  application  ? 

Mr.  Hall.  We  require  them  to  file  certain  papers.  Among  them 
is  a  certificate  of  compliance  from  the  superintendent  of  insurance 
of  the  State  from  which  the  company  comes,  saying  that  the  company 
is  licensed  to  transact  business  in  that  State  and  has  complied  witifi 
the  laws  and  has  a  specified  capital  stock.  In  addition  to  that  we 
require  a  copy  of  the  last  examination  made  of  that  company  by  its 
home  department,  and  that  is  accepted  finally  as  to  the  company's 
figures. 

Mr.  Easbt-Smith.  Invariably? 

Mr.  Hall.  Yes,  sir. 
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Mr.  Easbt-Smith.  Under  section  653,  as  amended  recently,  govern- 
ing these  small  industrial  companies,  do  you  make  any  examination 
concerning  them  outside  of  the  District  of  Columbia? 

Mr.  Hall.  It  has  been  held  that  that  section  requires  the  superin- 
tendent to  see  the  assets  or  check  the  assets  of  the  company.  I  know 
in  some  cases  of  out-of-town  companies  that  the  superintendent  has 
gone  to  the  home  office  of  the  company  and  checked  over  its  assets. 

Mr.  EASBY-SMrrH.  Does  he  make  a  reexamination  or  is  his  work 
limited  to  seeing  the  assets  claimed  by  them  are  in  fact  held  by  them 
and  worth  what  they  claim? 

Mr.  Hall.  It  is  only  so  far  as  assets  are  concerned,  I  am  sure. 

Mr.  Easbt- Smith.  Suppose  a  company  applies  to  do  business  in 
the  District  of  Columbia  whose  home  State  has  no  method  of  exami- 
nation; what  do  you  do  in  such  case? 

Mr.  Hall.  If  no  other  department  has  examined  it  recently,  our 
department  would  require  an  examination  before  we  would  admit 
them. 

Mr.  Easbt-Smith.  Suppose  another  department — not  of  the  home 
State,  but  of  some  other  State — suppose,  for  instance,  a  company 
doing  business  in  Georgia  has  been  recently  examined  by  the  super- 
intendent of  the  State  of  New  York,  and  that  company  then  applied 
here,  would  you  take  the  report  of  the  New  York  department,  which 
it  had  recently  made? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easbt-Smith.  Which  it  had  recently  made? 

Mr.  Hall.  Yes,  sir ;  we  have  done  that  in  a  good  many  cases,  not 
of  New  York,  but  of  some  other  State.  I  do  not  know  that  we  have 
done  it  so  frequently  with  New  York. 

Mr.  Easbt-Smith.  Are  there  any  conditions  under  which  it  is  nec- 
essary for  the  superintendent  of  insurance  of  the  District  of  Columbia 
or  any  of  his  employees — that  is,  any  of  the  subordinates  in  his  office, 
such  as  you  or  Mr.  Curry — to  go  out  of  the  city  to  make  exam- 
inations ? 

Mr.  Hall.  Yes,  sir.  We  have  several  companies  incorporated 
under  laws  of  the  District  of  Columbia  which  maintain  home  offices 
in  other  jurisdictions  and  all  of  their  records  are  kept  out  of  town. 
So  that  in  an  examination  it  is  necessary  for  the  men  assigned  to  the 
work  to  go  to  that  place  and  see  those  records. 

Mr.  Easby-Smith.  State  a  specific  instance,  if  possible,  relating  the 
last  time  that  any  of  your  department  had  to  go  outside  of  this  juris- 
diction to  make  such  examinations. 

Mr.  Halt..  Mr.  Curry  and  I  went  over  to  New  York  on,  I  think, 
the  25th  or  26th  of  September. 

Mr.  Easbt-Smith.  To  examine  into  what  companies? 

Mr.  Hall.  We  were  examining  the  Franklin  Insurance  Co.  here. 

Mr.  Easby-Smith.  Of  the  District  of  Columbia? 

Mr.  Hall.  Of  the  District  of  Columbia. 

Mr.  Easby-Smith.  Why  did  you  go  to  New  York  to  examine  it? 

Mr.  Hall.  The  FranMm  and  Potomac  have  an  underwriting  con- 
tract with  the  John  A.  Kelly  Co.,  of  New  York,  and  all  of  the  daily 
reports  and  details  of  their  underwriting  business  were  held  in  Mx. 
Kelly's  office,  on  John  Street,  so  that  the  local  companies  had  in  their 
home  office  only  a  summary  statement  from  Kelly  as  to  the  business 
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transacted  and  it  was  necessary  for  us,  in  arriving  at  the  reserve 
figures,  to  check  the  details  of  those  summaries,  and  it  was  guite  a  job. 

Mr.  Easby-Smith.  How  many  companies  did  you  examine  on  that 
trip  ? 

Mr.  Hall.  We  started  out  for  the  Franklin,  and,  knowing  we  had 
to  examine  the  Potomac  a  little  while  later,  we  took  the  Potomac's 
figures  at  the  same  time.  They  had  what  they  call  the  "  Federal  un- 
derwriters "  in  the  office,  which  involved  the  Franklin  and  Potomac 
and,  later  on,  involved  the  Arlington,  so  that  we  practically  got  the 
figures  for  the  three  companies  while  we  were  there. 

Mr.  Easbt-Smith.  In  other  words,  you  went  over  to  examine  the 
New  York  business  of  fire  insurance  companies  incorporated  under  the 
laws  of  the  District  of  Columbia  and  doing  business  here  ? 

Mr.  Hall.  Well,  Mr.  Easby-Smith,  that  was  not  the  New  York 
business.    It  was  the  business  all  over  the  United  States. 

Mr.  Easbt-Smith.  That  is  what  I  mean — to  examine  their  records 
there. 

Mr.  Hall.  Yes ;  they  were  held  in  New  York. 

Mr.  Easby-Smith.  When  you  make  such  an  examination  away 
from  home,  and  specifically  as  in  this  recent  case  you  have  referred 
to,  how  and  by  whom  are  your  expenses  paid  ? 

Mr.  Hall.  They  are  paid  by  the  companies — that  is,  our  traveling 
and  hotel  expenses.  Of  course,  we  do  not  get  any  salary  or  anything 
of  that  kind. 

Mr.  Easby-Smith.  You  receive  your  regular  salary  from  the  Dis- 
trict of  Columbia  while  doing  the  work  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  In  that  case  which  of  these  three  companies 
paid  the  expenses  of  you  and  Mr.  Curry  ?     ' 

Mr.  Hall.  When  we  started  out  the  idea  was  only  to  take  the 
Franklin  figures,  so  that  we  applied  to  the  Franklin  Co.  for  an 
advance  on  account  of  these  expenses.  Mr.  EUett,  the  secretary  of 
the  Franklin,  told  me  when  we  got  back,  however,  that  he  was  going 
to  prorate  the  charge  between  the  companies,  going  to  collect  that 
portion  of  it  from  the  Potomac. 

Mr.  Easby-Smith.  So  that  the  Franklin  advanced  the  money  for 
the  expenses  of  you  and  Mr.  Curry? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  they  advanced 
too  much  or  too  little? 

Mr.  Hall.  I  think  it  was  about — in  the  first  instance,  they  ad- 
vanced, I  think  it  was,  about  $75  apiece  for  us,  and  we  had  to  draw 
on  them  a  couple  of  times  more.  As  finally  settled  up,  I  think  I 
owed  them  eight  or  nine  dollars  and  Mr.  Curry  owed  them  eleven  or 
twelve  dollars,  which  we  paid  when  we  filed  a  detailed  statement  of 
our  expenses. 

Mr.  Easby-Smith.  And_  y'ou  left  them  to  pro  rate  the  expense 
among  the  several  companies? 

Mr.  Hall.  Yes,  sir;  because  we  had  gotten  our  money  from  the 
Franklin,  you  see. 

Mr.'  Easby-Smith.  Will  you  state  whether  or  not  that  is  the  in- 
variable method  of  your  receiving  reimbursement  for  vour  expenses  ? 

Mr.  Hall.  Yes,  sir. 
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Mr.  Easbt-Smith.  That  is,  to  pay  to  you  either  in  advance  by  the 
companies,  or  at  the  end  you  are  paid  the  excess,  if  any,  that  you 
have  expended  over  what  they  have  advanced? 

Mr.  Hall.  Yes,  sir.  They  pay  us  when  we  start  out,  and  if  there 
is  a  balance  due  them  or  due  us  it  is  adjusted  at  the  end. 

Mr.  Easbt-Smith.  Is  there  any  occasion  for,  or  does  the  superin- 
tendent himself  make  any  trips  away  from  the  District  of  Columbia 
on  business  of  his  department? 

Mr.  Hall.  Yes.  Sometimes  it  is  necessary  for  him  to  go  to  see 
insurance  commissioners  of  other  States  on  matters  upon  which  we 
can  not  get  any  written  information.  I  have  known  Mr.  Ingham  to 
make  a  number  of  those  trips. 

Mr.  Easby-Smith.  In  those  cases  is  there  any  fund  appropriated 
to  pay  his  expenses,  or  are  his  expenses  also  paid  by  the  companies  in 
connection  with  whose  business  he  goes  to  inquire  ? 

Mr.  Hall.  I  think  his  expenses  are  paid  by  the  companies.  Some- 
times I  have  known  him  to  pay  them  himself. 

Mr.  Easbx-Smith.  You  mean  not  be  reimbursed  either  by  the  Dis- 
trict or  by  the  companies? 

Mr.  Hall.  Yes,  sir:  in  cases  where  there  were  companies  that  did 
not  finally  get  in.  We  had  a  case  just  recently  of  a  concern  out  in 
the  State  of  Washington.  I  saw  him  pay  a  telegraph  bill  of  about 
$4  which  he  had  no  chance  of  getting  back. 

Mr.  Easbt-Sjiith.  In  other  words,  you  mean,  if  an  out-of-town 
company  applied  and  Mr.  Ingham  incurred  some  expense  in  investi- 
gating it,  and  that  company  were  not  licensed,  he  would  have  to 
stand  the  loss  out  of  his  pocket? 

3*Ir.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  And  you  have  known  that  to  happen? 

Mr.  Hall.  Yes,  sir. 

ilr.  Easby-Smith.  In  case  it  did  receive  a  license,  then  he  would 
]iut  in  a  claim  against  it  for  the  reimbursement  of  the  expense  which 
he  had  incurred  ? 

Mr.  Hall.  I  do  not  know ;  perhaps  he  would  not.  I  do  not  know 
of  any  instance  that  he  has  gotten  that  back  from  out-of-town  com- 
panies. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  the  superintend- 
ent of  insurance  in  any  manner  assumes  the  protection  of  such  of 
his  home  companies  under  his  jurisdiction  as  may  appear  to  be  dis- 
criminated against  by  the  departments  of  other  States? 

Mr.  Hall.  Yes. 

^Ir.  Easby-Sjiith.  Will  you  state  in  your  own  way  what  the  pro- 
cedure of  the  office  is  in  case  a  complaint  is  made  by  one  of  the  local 
companies  that  they  are  being  unfairly  treated  by  a  foreign  State? 

Mr.  Hall.  Invariably  we  try  to  aid  the  companies  in  securing  the 
proper  action  from  other  departments. 

One  point  on  which  we  have  a  great  deal  of  correspondence  is  the 
matter  of  licenses.  Our  law  provides  for  a  $50  fee  for  general 
agents,  and  that  particular  section  has  been  construed  a  number  of 
different  ways  by  different  departments.  In  States  where  they  have 
retaliatory  laws  a  good  many  of  them  have  attempted  to  apply  that 
$.50  license  fee  to  iScal  companies.  And  when  District  of  Columbia 
companies  enter  those  territories  each  year — just  about  the  1st  of 
March  or  the  1st  of  May,  when  the  license  season  begins — we  have 
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to  write  a  number  of  letters  for  our  companies  in  that  connection. 
For  instance,  take  the  States  of  Pennsylvania  and  New  Jersey. 
They  have  retaliatory  laws,  and  almost  invariably  they  send  these 
local  companies  bills  for  $50  apiece  for  each  of  their  agents. 

Then  the  companies  come  to  us  and  ask  us  to  write  the  insurance 
superintendent  or  commissioner  in  those  States  and  tell  them  that 
that  fee  is  not  required  on  account  of  each  company  that  a  man 
represents,  but  is  simply  a  blanket  fee  and  permits  him  to  represent 
iiny  number  of  companies. 

It  has  gotten  to  be  such  a  common  thing  that  the  secretary  of  a 
company  will  call  me  up  sometimes  and  say :  "  Mr.  Hall,  will  you 
write  the  usual  letter  to  Mr.  Lewis  or  to  Mr.  Johnson  about  our 
license  fees;  we  have  been  billed  for  so  many  hundreds  of  dollars."' 
Usually  it  results  in  the  department  waiving  that  bill  and  charging 
them  just  according  to  their  own  laws. 

Mr.  Easby-Smith.  Eeferring  to  the  practice  of  the  local  depart- 
ment in  protecting  its  home  companies,  a  telegram  has  been  intro- 
duced in  this  case,  signed  by  Mr.  Carusi  and  sent  to  Mr.  Ingram  at 
Milwaukee  on  August  24, 1911,  which  reads  as  follows :  , 

Pending  further  investigation  and  appeal  from  Wisconsin  nctuary's  report, 
Wisconsin  department  sending  report  broadcast.  Serimis  injury  to  Commer- 
cial.    Can  you  stop  it? 

Mr.  Johnson.  Read  that  again,  please. 

Mr.  Easby-Smith.  It  is  addressed  to  Mr..  George  W.  Ingham,  in- 
surance commissioner,  Pfister  Hotel,  Wilwaukee,  Wis. : 

Pending  further  irfvestigation  and  appeal  from  Wisconsin  actuary's  report, 
Wisconsin  department  sending  report  broadcast.  Serious  injury  to  Commercial. 
Can  you  stop  it? 

Will  you  state  from  your  knowledge  of  the  conduct  of  the  depart- 
ment whether  or  not  that  is  in  any  manner  an  unusual  request  to 
be  made  by  the  Commercial  Fire  Insurance  Co.  to  the  superintendent 
of  insurance  of  the  District  of  Columbia  ? 

Mr.  Hall.  No,  sir ;  I  would  not  say  so.  Mr.  Ingham  was  in  Mil- 
waukee where  the  insurance  commissioner  of  Wisconsin  was  in  at- 
tendance at  a  convention,  and  it  seems  to  me  it  Avould  be  a  perfectly 
natural  thing  to  do. 

Mr.  Easby-Smith.  Suppose  you  were  acting  superintendent  of 
insurance  of  the  District  of  Columbia  and  were  attending  a  conven- 
tion of  superintendents  and  received  such  a  telegram  as  that  from  an 
insurance  company  in  the  District  of  Columbia,  what  would  you  do? 

Mr.  Hall.  I  think  I  would  see  the  insurance  commissioner  of  the 
State  and  ask  him  what  his  position  was,  and  find  out  just  exactly 
what  he  had;  because  it  would  be  of  as  much  interest  to  me,  as 
superintendent  of  insurance,  to  know  what  they  had  against  this 
company  or  about  this  company,  as  it  would  be  to  help  them  in 
f-topping  any  unjust  action. 

Mr.  Easby-Smith.  From  your  knowledge  of  the  custom  and  regula- 
tions of  the  office  can  you  state  whether  or  not  you  think  it  would 
have  been  Mr.  Ingham's  duty  to  do  that,  or  your  duty  to  do  that  ? 

Mr.  Hall.  I  think  so,  sir. 

Mr.  Easby-Smith.  Concerning  that  trip  of  Mr.  Ingham's  to  Mil- 
waukee, do  you  remember,  or  have  you  in  any  manner  recently  re- 
freshed your  recollection  by  any  documents,  so  that  you  can  remem- 
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ber  when  the  convention  met  in  Milwaukee,  and  when  Mr.  Ingham 
left  Washington  to  go  to  it? 

Mr.  Hall.  Yes,  sir.  The  convention  was  held  in  Milwaukee  on 
the  22d,  23d,  24th,  and  25th  of  August,  1911.  There  were  com- 
mittee meetings  on  the  21st  and  26th  of  August.  The  order  of  the 
commissioners  authorized  Mr.  Ingham  to  visit  Milwaukee  on  those 
dates,  and  he  left  Sunday  morning,  the  20th  of  August,  1911. 

]\Ir.  Easbt-Smith.  Were  you  here  at  the  time? 

Mr.  Hall.  Yes,  sir;  I  had  just  gotten  back  a  week  before  that 
from  my  summer  vacation. 

ilr.  Easby-Smith.  At  that  time  and  prior  to  Mr.  Ingham's  return 
from  Milwaukee  had  you  any  knowledge  of  the  fact  that  the  Wiscon- 
sin department  had  investigated  or  examined  the  Commercial  Fire 
Insurance  Co.? 

Mv.  HALii.  No,  sir ;  I  did  not  Imow  anything  about  it. 

Mr.  Easby-Smith.  Will  you  state  what  is  the  custom  as  to  exami- 
nation of  local  companies  by  departments  of  other  States? 

Mr.  Hall.  It  so  seldom  occurs  that  there  is  no  custom,  but  as  I 
understand  it  Wisconsin  has  a  law  which  requires  its  department 
to  examine  all  insurance  companies  before  they  are  entered;  that 
is  a  mandatory  requirement  of  the  law,  so  that  they  have  to  do, it. 
But  it  happens  so  seldom.  I  do  not  hardly  know  of  another  instance 
where  it  has  been  done. 

Mr.  Easby-Ssiith.  Was  it  unusual  for  Mr.  Ingham  to  attend  this 
superintendents'  convention  in  Milwaukee?  Or  can  you  stale 
whether  or  not  it  was  the  custom  of  Mr.  Drake  and  Mr.  Ingham  to 
attend  all  these  conventions  possible? 

Mr.  Hall.  I  think  Mr.  Drake  had  attended  practically  all  the 
con\entions  since  I  was  in  the  department.  That  was  not  the  first. 
There  was  an  adjourned  meeting  of  the  insurance  commissioners' 
con\ention  in  New  York  in  December  of  1910,  which  I  think  Mr. 
Ingliiuu  attended,  and  then  this  one  in  Milwaukee  and  another  one 
in  New  York  in  December  of  1911.  But  the  one  in  1912  was  in  Spo- 
kane, and  the  commissioners  did  not  authorize  Mr.  Ingham's  attend- 
ance at  that  con^'ention. 

^Ir.  Easby-Smith.  You  mean  the  District  commissioners? 

Mr.  Hall.  Yes,  sir ;  I  mean  the  District  commissioners. 

^Ir.  Easby-Smith.  Was  there  any  fund  to  pay  his  expenses  to  that 
one? 

Mr.  Hall.  No;  we  had  such  a  small  contingent  allotment  he  felt 
he  could  not  take  that  trip. 

Mr.  Easby-Smith.  So  he  has  attended  all  of  them  except  the  one 
in  Spokane  in  1912? 

Mr.  Hall.  Yes,  sir;  and  he  attended  the  one  in  New  York  in 
December,  1912,  but  he  paid  his  own  expenses  there. 

Mr.  Easby-Smith.  Am  I  correct  in  my  understanding  that  the 
conventional  forms  of  reports  and  all  those  things  are  the  result  of 
these  conventions  of  superintendents? 

Mr-  Hall.  Yes,  sir ;  and  in  addition  to  that  the  several  committees 
work  together  with  propositions  which  are  of  great  moment  to  a 
department,  such  as  regulation  of  companies  along  certain  lines,  or 
certain  legislation.  Just  now  the  fraternal  committee  is  working  on 
that  mobile  bill  proposition  which  means  a  great  deal  to  depart- 
ments and  to  the  fraternals. 
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Mr.  Easby- Smith.  Having  gone  to  New  York  in  September,  you 
and  Mr.  Curry,  when  did  you  return  from  the  work  which  you  were 
doing  there? 

Mr.  Haul.  We  got  back  the  night  of  the  30th  or  31st  of  October. 

Mr.  EASBY-SMrrH.  "Was  Mr.  Ingham  here  at  that  time? 

Mr.  Haix,.  No,  sir. 

Mr.  EASBY-SMrrH.  Do  you  know  from  the  records  of  the  office 
where  he  was? 

Mr.  Haul.  He  was  in  Atlanta. 

Mr.  Easby-Smith.  Briefly,  on  what  business? 

Mr.  HLiLL.  There  was  a  fraternal  down  there,  a  Georgia  fraternal, 
which  wanted  to  be  admitted  to  the  District  of  Columbia. 

Mr.  Easby-Smith.  Do  you  know  whether  or  not  the  Georgia  law 
provides  for  the  Georgia  department  to  examine  fraternal  insurance 
companies  ? 

Mr.  H^LL.  No,  sir;  it  does  not.  It  has  no  control  over  them.  In 
this  particular  company  there  had  been  a  fight  among  the  officers, 
and  apparently  an  alleged  dissipation  of  some  funds,  and  it  was 
necessary  for  it  to  be  examined  by  some  department. 

Mr.  Easby-Smith.  What,  if  anything,  do  you  know  about  any 
necessity  for  Mr.  Ingham  at  that  time  to  visit  Alabama  to  examine 
into  the  affairs  of  either  the  Commercial  or  First  National  Fire  In- 
surance Cos.? 

Mr.  Hall.  I  will  go  back  a  little  there,  if  you  do  not  mind.  While 
I  was  in  New  York  he  wrote  to  me  that  there  were  rumors  of  some 
improper  actions  on  the  part  of  the  First  National,  and  that  he  was 
going  down  to  Montgomery  to  see  Mr.  Laird,  who  was  the  insurance 
commissioner  of  Alabama,  about  it.  When  he  came  back  from  At- 
lanta, after  we  had  returned  from  New  York,  he  told  me  that  he 
had  made  a  trip  from  Atlanta  over  to  Montgomery,  on  the  same  busi- 
ness, because  he  could  not  see  Laird  on  the  first  trip;  and  that  the 
only  objection  Laird  had  to  the  company  was  that  it  had  the  word 
"  National "  in  its  name,  and  he  did  not  propose  to  license  it  on  that 
ground. 

Mr.  Easby-Smith.  Laird  did  not  propose  to  license  it  ? 

Mr.  Hall.  Laird  did  not ;  and  I  remember  very  well  that  Mr.  Ingr 
ham  regretted  the  tiresome  trip  to  find  out  such  a  foolish  reason. 

Mr.  Easby-Smith.  You  having  returned  here  on  the  30th  or  31st 
of  October,  when  did  Mr.  Ingham  return?   . 

Mr.  Hall.  The  following  Sunday  he  got  in. 

Mr.  Easby-Smith.  Do  you  remember  the  day  of  the  month? 

Mr.  Hall.  I  think  it  must  have  been  the  3d  of  November;  yes; 
I  am  quite  sure  it  was. 

Mr.  Easby-Smith.  When  did  you  and  Mr.  Curry  receive  instruc- 
tions to  examine  the  Commercial  ? 

Mr.  Hall.  Mr.  Curry  was  instructed  to  examine  the  Commercial 
and  I  was  instructed  to  examine  the  First  National  the  first  thing 
Monday  morning.  He  telephoned  my  house  Sunday  night  and  asked 
me  if  I  would  get  over  early  Monday  morning,  and  I  got  over  there 
right  early  that  morning.  He  then  told  me,  "  I  want  you  to  start  in 
on  the  First  National  this  morning,  and  I  am  going  to  put  Mr.  Curry 
on  the  Commercial." 

Mr.  Easby-Smith.  What  instructions  were  given  to  you  or  to 
either  of  you  as  to  working  together  on  these  companies  ? 
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Mr.  Hall.  There  were  no  instructions  as  to  working  together  on 
them. 

ilr.  Easbt- Smith.  At  that  time? 

Mr.  Hall.  No. 

Mr.  Easby-Smith.  We  will  come  to  that  later.  Can  you  state 
what  the  occasion  was  for  examining  the  First  National  Fire  Insur- 
ance Co.  at  that  time  ? 

Mr.  Hall.  The  First  National  Fire  Insurance  Co.  was  applying 
to  us  for  its  first  license.  It  had  just  completed  its  organization,  and 
before  we  gave  them  their  original  license  we  wanted  to  make  an 
examination  of  them. 

^Ir.  Easby-Smith.  Is  that  invariably  done? 

^Ir.  Hall.  Yes,  sir ;  because  we  have  to  certify  that  the  capital 
stock  is  fully  paid  and  that  they  have  the  assets  they  say  they  have. 

Mr.  Easby'-Smith.  What,  if  you  know,  was  the  occasion  for  exam- 
ining the  Commercial  Fire  Insurance  Co.  at  that  time? 

Mr.  Hall.  The  Commercial  periodically  during  the  year  had  in- 
creased its  capital  stock,  and  it  has  been  the  practice  of  our  office  to 
examine  each  insurance  company  that  increases  its  capital  stock.  Of 
course,  we  can  not  examine  them  the  minute  they  increase  their  capi- 
tal stock,  but  just  as  soon  as  it  is  possible  we  do.  I  know  while  we 
were  in  New  York  Mr.  Ingram  wrote  over  several  times  asking  us 
how  soon  we  would  be  through,  because  we  had  these  companies  to 
examine,  and  then  the  law  required  us  to  examine  those  section  653 
companies. 

Mr.  Easby-Smith.  That  is,  you  mean  these  industrial  companies? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby'-Sjiith.  You  had  to  examine  them  all  before  the  end 
of  the  year  ? 

Mr.  Hall.  ^Ve  were  supposed  to,  but  we  did  not  succeed  in  doing  it. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  the  department 
of  insurance  keeps  informed  as  to  all  certificates  of  increase  in  capital 
stock  which  are  filed  in  the  office  of  the  recorder  of  deeds  of  the  Dis- 
trict of  Columbia? 

Mr.  Hall.  The  companies  are  required  to  file  with  us  the  re- 
corder's certificate  copy. 

jNIr.  Easby-Smith.  Did  you  have  any  knowledge  of  the  certificate 
made  on  October  8  and  recorded  in  the  office  of  the  recorder  of  deeds 
on  October  12,  made  by  the  Commercial  Fire  Insurance  Co.,  and  show- 
ing the  increase  of  its  capital  stock  to  $2,000,000,  and  showing  $300,- 
000  worth  actually  paid  in? 

Mr.  Hall.  Not  until  we  started  in  on  this  work. 

Mt.  Easby-Smith.  Will  you  please  state  as  fully  as  you  recollect 
it  the  instructions  that  were  given  to  you  and  to  Mr.  Curry  for  the 
examination  of  these  companies,  together  with  everything  that  Mr. 
Ingham  said  in  that  regard? 

Mr.  Hall.  There  was  not  anything  unusual  in  our  instructions, 
except,  of  course,  that  he  put  me  on  one  company  and  Mr.  Curry  on 
another.  We  had  usually  worked  together.  He  simply  gave  us  the 
ordinary  instructions  to  examine  the  companies,  and  also  reminded 
us  that  we  needed  as  much  time  as  we  could  get  on  these  other  propo- 
sitions, these  other  companies.  Then,  later  in  the  week,  when  I 
had  finished  the  First  National,  he  told  me  to  go  in  and  work  with  Mr. 
Curry  on  the  Commercial.    The  Commercial  is  a  larger  j  ob  because  it  is 
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the  older  company  and  had  more  records  to  go  over.  I  think  it  was  the 
day  that  I  started  in  to  work  with  Mr.  Curry  on  the  Commercial  that 
Mr.  Ingham  said  that  he  would  appreciate  it  if  we  would  use  all  the 
speed  we  could,  as  the  companies  that  had  reinsured  in  the  Commer- 
cial would  not  get  credit  for  that*  reinsurance  in  the  State  of  New 
York  unless  they  had  their  papers  in  New  York  by  the  end  of  the 
week. 

Mr.  Easby- Smith.  About  how  long  did  it  take  you  to  examine  the 
First  National  and  complete  your  examination  ? 

Mr.  Hall.  I  think  about  four  days.  I  can  tell  you,  though.  I 
started  in  Monday  morning,  which  was  the  4th — four  days.  I  fin- 
ished it  up  Thursday  afternoon. 

Mr.  Easbt-Smith.  Did  you  in  any  manner  slight  the  work,  or  did 
you  make  a  thorough  examination? 

Mr.  Hall.  No,  sir ;  I  did  not  slight  the  work. 

Mr.  Easby- Smith.  After  you  finished  that  and  joined  Mr.  Curry 
in  his  work  on  the  Commercial,  will  you  relate  what  part  of  the  work 
of  examination  you  performed  concerning  the  Commercial? 

Mr.  Hall.  I  took  the  ledger  accounts  and  made  up  a  company 
statement  from  the  ledger  account.  I  first  worked  off  a  trial  balance 
in  the  usual  way  and  worked  up  the  company  statement.  Mr.  Curry 
had  checked  the  assets  previously  to  that  and  checked  the  reserve; 
and  while  I  was  working  on  the  company  statement  he  figured  up 
the  accrued  interest.  So  that  by  combining  our  work  by  Friday 
afternoon  we  had  finished ;  that  is,  we  had  finished  so  that  we  could 
make  a  statement  of  the  report. 

Mr.  Easby-Smith.  I  understand,  of  course,  in  making  these  ex- 
aminations you  practically  camp  in  the  office  of  the  company  and 
stay  right  there  on  the  job  until  it  is  done? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  You  did  that  in  this  case? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  I  believe  both  of  these  companies  occupy  the 
same  floor  in  the  Southern.  Building,  with  adjacent  rooms. 

Mr.  Hall.  Yes,  sir.  Usually,  we  do  not  go  to  the  insurance  de- 
partment at  all,  but  go  direct  from  our  homes  to  the  offices  of  the 
company  and  stay  there  until  5  or  6  o'clock  in  the  evening. 

Mr.  Easby-Smith.  And  then  go  home? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  Did  you  do  that  in  this  case? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  Every  day? 

Mr.  Hall.  Yes,  sir.  I  may  have  stopped  at  the  office  because  it 
was  on  my  way  from  the  house. 

Mr.  Easby-Smith.  You  and  Mr.  Curry  having  completed  the 
necessary  work  for  the  making  of  your  report,  will  you  relate  the 
circumstances  under  which  the  reports  were  written  up  ?  First,  your 
own  report  on  the  First  National. 

Mr.  Hall.  I  wrote  my  report  on  the  First  National  on  Thursday 
afternoon,  after  I  had  completed  the  work.  Mr.  Curry  had  nothing 
to  do  with  that  examination.  Then,  as  soon  as  I  finished  the  account 
part  of  the  examination,  I  started  to  typewrite  it  myself  there  in  the 
company's  office,  because  Mr.  Curry  had  his  papers  there  and  he  had 
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not  made  a  number  of  memorandums,  which  we  usually  take  back 
to  the  office  "with  us. 

Mr.  Easbt-Smith.  Eelate  now  the  circumstances  under  which  you 
and  Mr.  Curry  prepared  the  report  on  the  Commercial.  As  I  under- 
stand, you  wrote  up  your  report  of  the  First  National  right  there  in 
the  company's  office? 

Mr.  Hall.  No;  I  wrote  the  report  of  the  First  National  in  the 
department. 

Mr.  Easby-Smith.  You  took  your  data  down  there? 

Mr.  Hall.  Yes,  sir. 

^Ir.  Easby-Smith.  Where  did  you  write  up  your  report  on  the 
Commercial  ? 

]Mr.  H>.LL.  Up  at  the  Commercial's  office. 

Mr.  Easby-Smith.  Using  their  typewriter,  etc.,  up  there? 

Mr.  Hall.  Yes,  sir.  When  we  got  through  it  was  about  4  o'clock 
in  the  afternoon,  and  Mr.  Ingham  then  asked  us  if  we  would  mind 
fixing  that  report  up  that  niglit,  in  order  that  it  might  be  mailed  to 
some  people  in  New  York  and  reach  them  by  Saturday  morning,  and 
we  agreed  to  do  it. 

ilr.  Easby-Smith.  Was  it  in  that  connection  you  made  the  state- 
ment about  the  reinsurance,  and  their  wanting  to  get  credit  for  that? 

Mr.  Hall.  Yes;  it  was  at  that  time.  We  agreed  to  do  it.  The 
question  arose  then  as  to  whether  we  should  work  straight  on  through 
or  go  home  to  supj^er,  and  because  I  had  an  engagement  to  go  to  the 
theater  in  the  evening  I  asked  that  we  work  right  on  through,  which 
Mr.  Curry  agreed  to  do.  I  wrote  it  on  the  typewriter,  the  financial 
statement  part — started  with  the  lead-oflf  to  the  report — then  the 
financial  statement  part,  and  Mr.  Curry  and  I  together  prepared  this 
discussion  of  assets,  and  closed  up  the  report. 

^Ir.  Easby-Smith.  Before  we  get  to  that,  what  did  you  or  Mr. 
Curry  have  to  do  with  the  appraising  of  the  building  or  adjusting 
the  valuations  as  appear  in  that  report  concerning  the  building? 

^Ir.  Hall.  We  had  nothing  to  do  with  it  except  to  compare  the 
appraisers'  report  with  the  items  shown  on  the  ledger  and  check  those 
items  to  see  how  much  actual  cash  was  spent,  and  see  whether  the 
income  increase  was  what  it  should  be. 

^Ir.  Easby-Smith.  In  other  words,  from  the  books  and  records  of 
the  company  you  discovered  the  amount  which  the  companies  had 
paid  out  in  the  purchase  of  the  property? 

Mr.  Hall.  Yes,  sir. 

]\Ir.  Easby-Smith.  You  then  took  the  appraisers'  report  and  cred- 
ited them  with  the  value  of  the  equity  as  shown  by  the  appraisers' 
report,  and  made  a  book  adjustment? 

Mr.  Hall.  Yes,  sir. 

]Mr.  Easby-Smith  (continuing).  Of  values,  showing  the  difference? 

Mr.  Hall.  Yes,  sir.  Those  figures  were  already  on  the  books,  but 
we  verified  them. 

Mt.  Easby-Smith.  What,  if  anything,  did  you  have  to  do  with 
examining  the  transfer  of  the  property,  the  deeds,  the  certificate  of 
title,  anything  of  that  sort? 

Mr.  Hall.  We  had  nothing  to  do  with  that.  That  was  handled 
entirely  by  Mr.  Ingham. 

Mr.  Easby-Smith.  Was  that  usual  or  unusual  that  he  should  have 
done  it? 
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Mr.  Hall.  I  do  not  think  it  was  unusual,  because  Mr.  Ingham  ha.^ 
frequently,  on  other  examinations,  helped  us  out.  For  instance,  on 
this  First  National,  while  I  was  checking  the  stock  sales  he  took  off  a 
trial  balance  from  the  ledger  for  me.  He  is  a  man  who  is  familiar 
with  that  sort  of  thing,  and  he  does  that  to  help  us  out. 

Mr.  Easby- Smith.  For  example,  suppose  in  appraising  the  prop- 
erty of  one  of  these  little  industrial  companies,  as  I  understand,  Mr. 
Ingham  will  appoint  an  appraiser,  and  the  appraiser  will  report  to 
him? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby- Smith.  And  he  will  turn  it  over  to  yoti  as  statistician 
and  to  Mr.  Curry  as  examiner  to  make  the  proper  entries  and  credits? 

Mr.  Hall.  Yes,  sir ;  that  is  right. 

Mr.  Easby-Smith.  And  he  did  that  in  this  case? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  Proceed,  now,  and  relate  the  further  prepara- 
tion of  the  report  on  the  Commercial. 

Mr.  Hall.  We  prepared  the  discussion  together,  as  I  say,  and  when 
we  got — well,  we  started  out  with  the  real  estate,  and  Mr.  Curry  re- 
marked that  he  had  not  seen  any  of  the  papers  in  the  real-estate  trans- 
action, and  he  did  not  know  just  what  he  could  do  about  that.  I  said, 
''  Mr.  Ingham  si\w  all  of  those  papers,  Mr.  Curry,  and,  so  far  as  that 
is  concerned,  I  have  not  seen  the  reserve  figures  nor  have  you  seen 
the  ledger  accounts ;  we  have  to  take  each  other's  word  for  those  mat- 
ters " ;  and  he  said,  "  Well,  that  is  all  right " ;  and  so  I  suggested  that 
he  say  in  it — as  this  report  was  to  Mr.  Ingham,  I  said,  "  Why  not  say 
that  all  the  papers  in  this  case  have  been  submitted  to  you  ?  "'  I  said, 
"  We  can  not  criticize  Mr.  Ingham  or  appear  to  criticize  him  in  this 
proposition,"'  and  he  said,  "  That  is  a  good  idea,"  and  he  changed  the 
language  to  read,  "  Submitted  to  and  approved  by  you." 

Mr.  Easby-Smith.  Now,  who,  in  fact,  composed  the  narrative  part 
of  that  report,  relating  to  the  history  of  the  company,  to  the  descrip- 
tion of  the  assets,  to  the  description  of  the  liabilities,  to  the  descrip- 
tion of  the  real  estate  transaction,  and  so  forth — who  actually  com- 
posed it  and  how  was  it  written  up  ? 

Mr.  Haul.  Well,  I  should  think  that  Mr.  Curry  actually  composed 
it.  He  makes  a  practice  of  writing  those  things  up.  He  will  write 
them  on  small  slips  of  paper  and  he  will  say,  "Hall,  how  is  this? " 
and  he  will  show  me  what  he  has  written,  and  maybe  I  will  want  to 
suggest  a  change,  and  he  will  either  adopt  it  or  argue  why  it  should 
not  be  adopted,  and  that  is  really  the  way  those  things  are  written  up- 

Mr.  Easby-Smith.  What  did  you  do  on  that  occasion? 

Mr.  Hall.  That  is  exactly  what  we  did  on  that  occasion. 

Mr.  Easby-Smith.  As  I  understand  Mr.  Curry  took  a  pad,  and  he 
wrote  it  out  and  you  sat  at  the  typewriter,  and  after  looking  it  over, 
wrote  it  on  the  typewriter? 

Mr.  Hall.  Yes ;  and  if  I  saw  anything  in  it  which  I  thought  ought 
to  be  changed,  I  would  stop  him  and  say,  "How  about  this,  Mr^ 
Curry?  Do  you  think  this  is  right?  "  And  we  would  discuss  it  and 
either  adopt  my  suggestion  or  discard  it. 

Mr.  Easby-Smith.  What  time  did  you  finish  the  report  ? 

Mr.  Hall.  Ten  minutes  of  eight. 

Mr.  Easby-Smith.  ,  You  got  to  the  theater,  did  you  ? 
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Mr.  Hall.  I  got  to  the  theater ;  yes,  sir. 

Mr.  Easbt-Smith.  Will  you  state  whether  or  not  any  of  the  cir- 
cumstances surrounding  the  preparation  of  that  report,  or  any  action 
or  conduct  on  the  part  of  Mr.  Ingham  could  have,  been  construed 
either  by  you  or  by  Mr.  Curry  as  menacing  in  any  way?  In  other 
words,  would  it  have  justified  the  statement  by  Mr.  Curry  that  Mr. 
Ingham  stood  over  him  and  made  him  write  that  report? 

Mr.  Hall.  No,  sir ;  I  do  not  think  so. 

Mr.  Easbt-Smith.  Did  Mr.  Ingham  make  any  suggestion  of  any 
sort  as  to  the  character  of  that  report,  or  what  should  go  into  it  ? 

Mr.  Hall.  No,  sir;  he  did  not. 

Mr.  Easby-Ssiith.  Did  he  suggest  anything  to  be  put  into  the 
report  or  suggest  anything  to  be  left  out  of  the  report  ? 

Mr.  Hall.  No,  sir;  not  a  thing. 

Mr.  Easby-Smith.  Did  he  make  any  suggestion  about  the  report? 

Mr.  Hall.  Not  at  all.  He  was  there,  and  we  read  him  the  stuff 
as  it  was  written  on  the  typewriter,  and  he  said,  "  You  fellows  go 
ahead  and  write  the  report  up ;  you^are  doing  this  work."  And  then, 
furthermore,  we  spoke  to  him  about  the  real  estate  proposition,  or 
Mr.  Curry  did,  I  believe,  and  Mr.  Ingham  said,  "All  right;  I  have 
seen  all  those  papers,  and  I  tell  you  that  they  are  all  right."  But 
there  was  no  suggestion  of  leaving  out  or  of  putting  in  anything. 

Mr.  Easby-Smith.  That  report,  I  believe,  is  in  what  is  called  the 
conventional  form? 

Mr.  Hall.  Yes. 

Mr.  Easby-Smith.  The  form  adopted  by  all  the  superintendents  in 
convention  and  used  generally  throughout  the  United  States? 

Mr.  Hall.  Yes ;  I  think  every  State  uses  them. 

Mr.  Easby-Smith.  Is  there  anything  omitted  from  that  report 
which,  in  your  opinion  as  a  statistician,  ought  to  have  been  included 
in  it? 

Mr.  Hau..  No,  sir. 

Mr.  Easby-Smith.  Is  there  anything  included  in  it  which  ought 
to  have  been  left  out? 

Mr.  Hall.  I  do  not  think  so. 

Mr.  Easby-Smith.  Bearing  in  mind,  now,  your  knowledge  of  the 
method  of  accountings  the  conventional  form  in  conjunction  with 
your  knowledge  of  the  custom  of  the  local  department  as  governed 
by  law  and  the  regulations  and  the  advice  of  the  corporation  counsel, 
is  there  anything  in  the  way  of  criticism  which  ought  to  have  been 
eontained  in  that  report  which  was  not  ? 

Mr.  Hall.  I  do  not  think  so,  Mr.  Easby-Smith. 

Mr.  Easby-Smith.  After  that  report  was  made,  Mr.  Hall,  do  you 
recollect  Mr.  Gordon,  of  the  New  York  insurance  department,  mak- 
ing a  visit  to  the  local  office  here  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  Fix  the  date  of  that  visit  of  Mr.  Gordon,  as 
Bear  as  you  can. 

Mr.  Hall.  It  was  about  the  middle  of  November,  I  should  say, 
Mr.  Easby-Smith ;  some  time  before  Thanksgiving,  anyhow. 

Mr.  Easby-Smith.  Were  you  present  when  he  had  the  interview 
with  Mr.  Ingham? 

Mr.  Hall.  I  was  called  into  Mr.  Ingham's  office  while  Mr.  Gordon 
was  there. 
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Mr.  Easby- Smith.  Well,  now,  state  as  fully  as  you  recollect  it  the 
conversation  between  Mr.  Gordon,  of  the  New  York  department,  and 
Mr.  Ingham  on  that  occasion. 

Mr.  Hall.  Mr.  Ingham  invited  me  to  have  a  seat,  and  he  and  Mr. 
Gordon  had  evidently  just  opened  up  the  subject  of  the  examination 
of  the  First  National  Fire  Insurance  Co. 

Mr.  Easbt- Smith.  The  First  National? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easbt-Smith.  Do  you  know  whether  or  not  at  that  time  the 
First  National  was  an  applicant  to  do  business  here  ? 

Mr.  Hall.  An  applicant  to  do  business  here  ? 

Mr.  Easbt- Smith.  Yes. 

Mr.  Hall.  Oh,  yes,  sir ;  it  had  been  licensed. 

Mr.  Easby-Smith.  And  do  you  know  whether  or  not  it  was  at  that 
time  an  applicant  to  do  business  in  New  York? 

Mr.  Hall.  Well,  I  do  not  know  positively  that  it  had  applied  to 
New  York,  but  I  understood  it  had. 

Mr.  Easbt-Smith.  Go  ahead,  now,  and  relate  that  conversation. 

Mr.  Hall.  Mr.  Gordon  made  the  statement  that  the  New  York 
department  wished  to  examine  this  company,  and  Mr.  Ingham 
replied  that  he  did  not  think  it  was  the  proper  attitude  for  Mr. 
Emmett  to  take. 

Mr.  Easbt-Smith.  Who  is  Mr.  Emmett? 

Mr.  Hall.  Mr.  Emmett  is  the  superintendent  of  insurance  of  the 
State  of  New  York. 

Mr.  Easbt-Smith.  Go  ahead. 

Mr.  Hall.  That  it  was  in  the  nature  of  a  criticism  of  our  depart- 
ment and  that  we  knew  our  work  and  performed  our  duties  as  well 
as  the  New  York  department  knew  its  work  and  performed  its  duties, 
and  that  if  Mr.  Emmett  wanted  any  special  line  of  investigation  fol- 
lowed or  wanted  any  specific  information  regarding  this  company, 
that  Mr.  Ingham  would  be  very  glad  to  go  himself  or  send  his  men 
to  their  office  and  look  into  that  particular  feature  of  it,  and  Mr. 
Gordon  replied  that  he  did  not  think  Mr.  Ingham  should  take  that 
position,  because  it  was  not  in  the  nature  of  a  criticism  of  our  de- 
]3artment,  but  that  their  examiners  might  be  able  to  find  something 
which  we  could  not.  Mr.  Ingham  replied  that  he  had  confidence 
in  his  men  and  that  he  did  not  propose  to  have  the  New  York  depart- 
ment go  over  his  head  in  this  matter,  and  Mr.  Gordon  said  that  he 
I'egretted  that  position  and  that  there  was  not  anything  he  could  do, 
and  he  assured  him  that  the  department  had  every  confidence  in  us ; 
that  they  had  accepted  our  work  with  regard  to  other  companies, 
and  that  they  did  not  want  Mr.  Ingham  to  feel  that  they  were  criti- 
cizing him  now,  but  Mr.  Ingham  said  he  would  take  that  position 
and  he  would  stand  on  it;  that* the  New  York  department  could  have 
any  information  it  wanted  through  us,  but  not  over  our  heads. 

Mr.  Easbt-Smith.  Subsequent  to  that,  Mr.  Hall,  what  do  you 
know  about  a  trip  which  Mr.  Ingham  made  to  New  York — subse- 
quent to  the  interview  with  Gordon  and  prior  to  the  trouble  which 
Ave  are  now  thrashing  out? 

Mr.  Hall.  I  think  it  was  the  day  after  Thanksgiving  Mr.  Ingham 
told  me  he  was  going  to  New  York  and  take  his  wife  and  boy  to 
attend  the  insurance  commissioners'  convention  and  to  also  find  out 
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what  he  could  about  certain  securities.  "We  had  a  company  which 
1  have  spoken  of  before 

Mr.  Easbt-Sjiith.  "\Miat  company? 

Mr.  Hall.  The  Empire  Life,  of  the  State  of  Washington,  had 
applied  for  admission  here,  and  had,  I  think,  three  hundred  and 
eighty-five  thousand  or  four  hundred  thousand  dollars'  worth  of 
mortgage .  bonds  on  which  we  could  get  absolutely  no  rating.  We 
had  written  to  several  insurance  commissioners,  including  Mr.  Em- 
met, and  had  asked  for  any  information  that  they  might  have 
regarding  these  particular  bonds,  and  Mr.  Emmet  wrote  us  that  he 
would  make  an  investigation,  and  later  we  heard  from  him  to  the 
effect  that  he  could  not  find  out  anything  about  them.  The  company 
had  eastern  i-epresentatives  located  in  Philadelphia,  who  telephoned 
to  our  office  from  Philadelphia,  I  reckon,  every  day.  One  of  their 
men,  who  was  a  prospective  agent,  would  come  in  three  or  four  times 
a  day,  and  they  just  worried  us  to  death  about  admitting  this  com- 
pany. So  the  people  in  Philadelphia  promised  that  they  would  fur- 
nish our  office  with  letters  from  certain  bankers  or  stockbrokers  rela- 
tive to  the  \alue  of  these  bonds,  and  the  only  thing  we  ever  got  as  a 
result  of  that  promise  was  a  letter  from  a  banker  in  Providence,  K.  I., 
to  the  effect  that  they  had  purchased  some  at  par ;  so  on  this  day  that 
I  speak  of — this  Friday — Mr.  Van  Winkle,  the  Philadelphia  repre- 
sentative, was  in  the  office,  had  come  down  from  Philadelphia,  and 
he  told  Mr.  Ingham  that  those  bonds  were  all  right,  he  was  sure,  and 
Mr.  Ingham  said,  "  "Well,  I  have  telegraphed  even  to  the  insurance 
commissioner  of  the  State  of  Washington  and  he  will  not  answer  my 
telegram  or  will  not  answer  my  letter  relative  to  these  things,"  and 
he  said,  "  I  am  going  over  to  the  insurance  commissioners'  convention 
lo-day,  Mr.  "Van  Winkle,  and  I  will  look  up  any  references  you  will 
give  me,"  and  so  Mr.  Van  Winkle  said  he  would,  and  I  went  over  to 
the  station  to  give  Mr.  Ingham  a  box  of  cigars  that  we  had  gotten  for 
him  after  he  left  the  office,  and  I  saw  Mr.  Van  Winkle  with  Mr.  and 
Mrs.  Ingham  and  the  boy. 

Mr.  Easby-Smith.  Did  you  subsequently  admit  the  Washington 
company  ? 

Mr.  Hall.  Xo,  sir;  the  company  has  subsequently  sold  out — rein- 
sured. 

Mr.  Easby-Smith.  About  when  did  Mr.  Ingham  return  from  that 
trip  to  New  York? 

Mr.  Hall.  I  think  about — I  think  it  was  the  5th  of  December; 
^whatever  date  it  was  that 

Mr.  Easby-Smith  (interposing).  What,  if  anything,  did  you  know 
at  that  time  about  the  receipt  of  a  long  list  of  fifty-odd  questions— 
which  had  been  propounded  by  the  New  York  department  concern- 
ing the  First  National,  such  as  Mr.  Ingham  had  suggested  to  Mr. 
Gordon — he  would  investigate? 

Mr.  Hall.  Why,  were  those  questions  received  before  Mr.  Ingham's 
trip  or  afterwards? 

Mr.  Easby-Smith.  Afterwards. 

Mr.  Hall.  I  think  it  was  after  his  trip,  Mr.  Easby-Smith. 

Mr.  Easby-Smith.  Yes;  after  his  trip  they  were  received.  Now, 
I  am  asking  you 
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Mr.  Hall  (interposing).  Well,  they  must  have  been  received  the 
week  of  the  5th  of  December,  because  I  worked  Saturday  and  Satur- 
day night  and  Sunday  with  Mr.  Ingham  on  the  preparation  of  the 
answers  to  those  questions. 

Mr.  Easby-Smith.  What  I  was  going  to  ask  you  in  regard  to  them 
was,  what  did  the  office  do  in  order  to  get  at  the  information  which 
was  requested  by  the  New  York  department  in  those  questions  ? 

Mr.  Hall.  Mr.  Ingham  first  went  up  to  the  office  of  the  First  Na- 
tional and  got  what  information  he  could  regarding  them,  and  then 
he  asked  me  to  come  up  with  him  and  typewrite  the  stuff,  which  I 
did,  and  we  checked  the  answers — ^he  checked  the  stuff  all  over 
with  me. 

Mr.  Easby-Smith.  About  how  long;  if  you  know,  did  it  take  you 
and  Mr.  Ingham  to  get  up  that  information  for  the  Ncav  York  de- 
partment in  answer  to  those  queries? 

Mr.  Hall.  I  should  say  that  Mr.  Ingham  worked  on  it  three  days, 
and  I  worked  on  it  a  couple  of  days  and  one  evening  with  him. 

Mr.  Easby-Smith.  And  you  sent  them  on  to  Mr.  Emmet,  the  New 
York  superintendent  ? 

Mr.  Hall.  Yes ;  we  sent  them  on  to  the  New  York  department.  I 
think  it  was  dated  Saturday,  because  I  started  to  write  it  up  Satur- 
day, but  we  did  not  mail  it  out  until  Sunday  night. 

Mr.  Easby-Smith.  I  now  offer  in  evidence  a  certified  copy  from 
the  office  of  the  recorder  of  deeds  of  the  certificate  of  increase  of  capi- 
tal stock,  filed  and  recorded  October  12,  1912.  If  it  is  necessary  to 
read  it,  I  will  do  so ;  otherwise  I  have  ho  further  questions  to  ask  the 
witness. 

Said  certificate  follows: 

This  cei-tiflcate  made  tWs  8th  day  of  October,  1912,  by  Robert  R.  Tuttle, 
chairman,  and  countersigned  by  Paul  F.  Grove,  secretary  of  the  special  meeting 
of  the  stockholders  of  the  Commercial  Fire  Insurance  Co.  of  the  District  of 
Columbia,  a  corporation  heretofore  organized  and  existing  and  doing  business 
in  said  District  under  the  laws  of  the  District  of  Columbia : 

Witnesseth  that  the  said  company  being  desirous  to  increase  its  capital 
stock  as  hereinafter  recited  or  by  resolution  of  its  board  of  directors,  which 
said  resolution  appears  upon  the  minutes  of  said  board,  caused  to  be  published 
a  notice  signed  by  a  majority  of  said  directors,  in  the  Washington  Post,  a 
newspaper  in  said  District,  at  least  three  successive  weelis  and  did  cause  to 
.  be  published  a  notice  of  said  meeting,  specifying  the  object  of  said  meeting 
and  the  time  and  place  where  said  meeting  should  be  held  in  the  post  office, 
addressed  to  each  stockholder  at  his  usual  place  of  residence  at  least  three 
weeks  previous  to  said  date  fixed  upon  for  the  holding  of  said  meeting,  havaing 
been  fixed  for  the  24th  of  October,  1911,  at  4.30  o'clocli.  p.  m.  in  the  board  room 
of  the  company  on  the  eighth  floor  of  the  Southern  Building,  there  then  and 
there  assembled  the  stockholders  of  said  company  representing  23,482  shares 
of  the  capital  stock,  and  said  meeting  having  proceeded  to  the  election  of  a 
chairman.  Robert  R.  Tmtle  was  elected  chairman  of  the  meeting  and  BIr. 
Paul  F.  Grove  secretary  of  the  meeting,  and  thereupon  the  motion  having  been 
put  to  increase  the  capital  stock  of  said  company  to  200,000  shares  of  a  par 
value  of  $5  each,  with  the  proviso  that  as  soon  as  1,000  shares  or  any  multiple 
thereof  of  the  additional  capital  stock  now  authorized  or  at  the  last  stock- 
holders' meeting  authorized  and  remaining  unsold  shall  have  been  sold  and 
fully  paid  for  the  necessary  certificate  of  increase  of  capitalization  shall  be 
filed  with  the  recorder  of  deeds,  and  the  additional  capital  stock  so  paid  shall 
be  advertised  and  considered  as  an  actual  increase  to  the  capitalization  of  the 
companj'  to  the  extent  thereof. 

Upon  canvassing  the  votes  it  appeared  that  23,482  shares  of  the  capital  stock 
voted  in  favor  of  the  foregoing  resolution,  the  said  number  of  ^otes  constituting 
more  than  two-thirds  of  all  of  the  shares  of  the  stock  of  said  company.     The 
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amount  of  capital  actually  paid  in,  including  payment  for  the  increa.'ied 
capitalization,  is  $300,000,  and  the  whole  amount  of  the  debts  and  liabilities  of 
the  company  are  as  follows :  $143,173.57. 

[Corporate  seal.]  • 

ROBBBT    R.    TUTTLE, 

Chairman  Stockholders'  Meeting. 

Paul  F.  Grove, 
Secretary  Stockholders'  Meeting. 

DiSTEiCT  OF  Columbia,  ss: 

Personally  before  me  appeared  Robert  R.  Tuttle,  who,  on  oath,  says  that 
he  has  read  the  foregoing  certificate  by  him  signed  and  acknowledged,  that  the 
statements  therein  contained  are  true,  and  those  stated  upon  information  and 
belief  he  believes  to  be  true. 

Robert  R.  Tuttle. 

Subscribed  and  sworn  to  before  me  this  10th  day  of  October,  1912. 

[Notarial  seal.]  Annie  E.  Brake. 

Notary  Public. 
District  of  Columbia,  to  wit: 

I,  Annie  E.  Brake,  a  notary  public  in  and  for  the  District  aforesaid,  do  here- 
by certify  that  Robert  R.  Tuttle,  party  to  a  certain  certificate,  bearing  date  on 
the  8th  (lay  October,  1912,  and  hereto  annexed,  personally  appeared  before 
me  in  the  District  aforesaid,  the  said  Robert  R.  Tuttle  being  personally  well 
known  to  uie  as  the  person  who  executed  the  s.Tid  certificate  and- acknowledged 
the  same  to  be  his  act  and  deed. 

Given  under  my  hand  and  oflicial  seal  this  10th  day  of  October,  A.  D.  1912. 

[Notarial  seal.]  Annie  E.  Brake, 

Notary  PiMic,  District  of  ColumMa. 

Office  of  the  Recorder  of  Deeds, 

District  of  Columbia. 
This  i.s  to  certify  that  the  foregoing  is  a  true  and  verified  copy  of  the  eerti- 
cate  of  "  increase  of  capital  stock  of  the  Commercial  Fire  Insurance  Co."  and 
of  the  whole  of  said  certificate  as  filed  in  this  office  on  the  12th  day  of  October, 
1912,  and  recorded  in  liber  29,  folio  238,  et  seq.,  one  of  the  incorporation  records 
of  the  District  of  Columbia. 

In  testimony  whereof,  I  have  hereunto  set  my  hand  and  aflixed  my  seal  of 
this  oflSce  this  12th  day  of  December,  A.  D.  1912. 

[seal.]  R.  W.  Dutton, 

Deputy  Recorder  of  Deeds,  District  of  Columbia. 

Mr.  Proutt.  If  I  have  understood  your  testimony  correctly,  the 
insurance  department  of  the  District  of  Cohimbia  does  not  examine 
insurance  companies  for  any  other  purpose  than  to  protect  the  policy- 
holders ? 

Mr.  Hall.  I  understand  that  is  its  duty ;  yes,  sir. 

Mr.  Protjty.  Do  you  understand  that  it  is  no  part  ot  its  duty  to 
in  any  manner  protect  the  stockholders? 

Mr.  Hall.  Well,  would  it  not  be  part  of  its  duty  to  bring  to  light 
anything  in  the  management  of  the  company  that  might  affect  its 
stockholders,  sir? 

Mr.  PEOUTr.  I  am  asking  you  the  question. 

Mr.  Hall.  Well,  that  is  what  I — I  presume  that  is  part  of  its  duty, 
judge,  yes,  sir. 

Mr.  Prouty.  I  had  understood  you  to  say  that  as  to  the  internal 
management  of  a  company  you  paid  no  attention. 

Mr.  Hall.  To  certain  features  of  the  internal  management;  yes, 
sir.  We  have  an  opinion  to  the  effect  that  we  are  not  entitled  to  cor- 
rect any  internal  management. 

Mr.  Peoutt.  Well,  I  listened  to  the  reading  of  that  opinion.  That 
was  in  a  specific  case? 
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Mr.  Hall.  Yes. 

Mr.  Peouty.  As  to  whether  or  not  there  was  ground  for  legal 
action  between  certain  parties 

Mr.  Hall  (interposing).  Yes,  sir. 

Mr.  Prouty.  But  what  I  am  trying  to  get  at  is  the  broad  policy 
of  your  department  as  to  whether  or  not  you  consider  it  no  part  of 
your  duty  to  look  after  the  interests  of  the  stockholders,  as  well  as  the 
policyholders? 

Mr.  Hall.  Yes,  sir ;  I  think  we  should.  I  think  we  should  look 
after  anything  in  a  company  which  is  unlawful. 

Mr.  Prouty.  If  you  found,  for  instance,  that  the  management  was 
diverting  funds  that  belonged  to  its  stockholders,  you  would  fed 
it  your  duty  to  report  that  fact,  would  you  not? 

Mr.  Hall.  Yes,  sir. 

Mr.  Prouty.  You  examined  this  First  National,  I  understand. 

Mr.  Hall.  Yes. 

Mr.  Prouty.  Did  you  from  that  examination  ascertain  the  fact 
that  during  the  year  ending  December — that  is,  ending  that  year  or 
about  the  time — there  had  oeen  some  $400,000  paid  in  by  the  stock- 
holders as  surplus? 

Mr.  Hall.,  Well,  you  know,  my  examination,  Judge,  was  only  as 
of  November  2,  and  at  that  time  there  was  $250,000  of  capital  and 
$250,000  of  surplus  paid  in. 

Mr.  Prouty.  Did  you  examine  to  find  out  how  much  of  that  sur- 
plus had  been  absorbed  or  used  other  than  for  paying  losses  or  pro- 
tecting the  company? 

Mr.  Hall.  I  think  you  will  find  the  disbursement  side  of  my  report 
states  the  amount  of  money  paid  out.  I  think  something  like  $70,000 
was  spent  for  commissions  and  expenses. 

Mr.  Prouty.  Did  you  tell  to  whom  that  was  paid  and  how  it  was 
paid  out? 

Mr.  Hall.  I  do  not  recall  now,  sir,  but  I  think 

Mr.  Prouty.  I  will  make  a  hypothetical  question  to  see  whether 
you  would  consider  this  in  the  line  of  your  duty  in  an  investigation : 
Suppose  that  you  had  been  examining,  we  will  say,  the  Commercial, 
and  you  had  found  that  the  stockholders  had  paid  in  on  the  surplus 
fund  $281,488.81,  and  that  $130,795.80  of  that  amount  had  been 
drawn  out  by  Tuttle,  Wightman  &  Dudley,  would  you  have  felt  that 
was  a  fact  that  you  should  report  to  the  stockholders  of  the  company  ? 

Mr.  Hall.  Was  it  drawn  out  as  a  commission  and  expense  on  the 
sale  of  stock,  sir? 

Mr.  Prouty.  Yes,  sir. 

Mr.  Hall.  I  would  report  that,  as  I  did  here ;  yes,  sir. 

Mr.  Prouty.  Supposing  you  had  found  in  the  examination  of  that 
company  that  there  had  been  $488,287.50  paid  in  by  the  stockholders 
to  the  surplus  fund,  and  out  of  that  Tuttle,  Wightman  &  Dudley  had 
drawn  $223,224.13,  would  you  have  felt  that  was  a  proper  matter 
to  call  to  the  attention  of  the  stockholders  who  were  asking  to  be 
protected  by  your  department? 

Mr.  Hall.  Yes,  sir;  your  financial  statement  would  show  that. 
This  financial  statement  will  show  just 

Mr.  Prouty  (interposing).  Will  you  point  that  out  in  your  report? 

Mr.  Easby- Smith.  Volume  1,  it  is,  Judge. 

Mr.  Hall.  It  is  page  50,  sir. 
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Mr.  Peouty.  Will  you  point  to  the  item  in  th;it  where  you  report 
that  to  the  stockholders? 

Mr.  Hall.  You  will  find  under  the  head  of  "  disbursements,"  that 
the  fourth  and  fifth  items  show  commission  on  sale  of  stock,  $29,400; 
expense  account,  sale  of  stock,  $40,600. 

Mr.  Pbouty.  Now,  in  the  minutes  that  you  attached  to  this  report, 
do  you  in  any  manner  call  attention  to  the  fact  that  this  money  was 
paid  to  Tuttle,  Wightman  &  Dudley? 

Mr.  Hall.  Xo;  I  do  not  seem  to  have  done  so.  I  thought  I  had 
but  I  suppose  the  fact  was  so  firmly  fixed  in  my  mind  that  Tuttle, 
Wightman  &  Dudley  were  selling  the  stock  as  well  as  the  under- 
writers, that  I  failed  to  mention  it. 

Mr.  Peouty.  Did  you  call  attention  to  the  fact  that  jNIr.  Tuttle, 
as  president  of  the  company,  had  made  a  contract  with  himself  or 
with  his  other  comijany,  by  which  these  funds  were  being  taken  from 
the  assets  of  the  insurance  company  and  put  into  the  assets  of  Tuttle, 
Wightman  &  Dudley? 

Mr.  Hall.  Mr.  Tuttle  was  not  president  of  this  company,  sir^ 

Mr.  Peouty.  Of  the  Commercial? 

Mr.  Hall.  The  First  National. 

Mr.  Peouty.  Well,  I  am  speaking  about  the  Commeicial.  You 
did  not  make  that  report? 

Mr.  Hall.  No,  sir. 

Mr.  Peouty.  Well,  would  you  not  have  felt  that  would  have  been 
your  duty? 

Mr.  Redfield.  You  made  both  reports,  did  you  not  ? 

Mr.  Hall.  I  was  on — I  did  not  make  the  Commercial  independ- 
ently, Mr.  Redfield. 

Mr.  Redfield.  But  you  signed  it? 

Mr.  Hall.  Yes;  I  signed  it. 

Mr.  Peouty.  Well,  in  making  that  report,  did  you  call  attention 
to  that  fact,  so  that  stockholders,  for  instance,  living  in  Iowa,  to 
illustrate,  could  have  known  how  his  funds  were  being  handled  ? 

Mr.  Hall.  Well,  if  he  was  satisfied  with  the  fact  that  his  funds 
were  being  spent  for  that  purpose,  it  would  not  seem  to  me  to  make 
any  difference  who  was  getting  it.  The  report  clearly  shows  how 
much  is  spent  for  that  purpose,  and  it  seems  to  me  that  that  would 
be  the  fact  that  he  would  be  satisfied  or  dissatisfied  with. 

Mr.  Peouty.  Well,  you  think  it  would  not  make  any  difference 
to  a  man  as  to  how  it  was  lost,  just  so  he  knew  he  had  lost  it  ? 

Mr.  Hall.  Unless  he  had  been  i^obbed  of  it. 

Mr.  Peouty.  Well,  do  you  not  think  that  is  quite  a  material  ques' 
tion  for  a  fellow  to  consider? 

Mr.  Hall.  Yes,  sir.  I  had  never  looked  at  it  in  quite  the  light  that 
you  put  it,  but  it  did  not  seem  to  me  it  would  make  any  material 
difference  who  was  getting  it.  no  more  than  it  would  who  was  getting 
the  commission  on  the  premiums  written.  As  long  as  they  were 
spending  that  much  for  commission,  the  question  in  my  mind  would 
be  whether  it  was  a  legitimate  amount  or  not. 

Mr.  Peouty.  In  other  words,  in  these  reports,  did  von  call  at- 
tention in  any  way  to  the  relations  sustained  by  Tuttle,  Wight- 
man  &  Dudley  (Inc.),  to  the  affairs  of  the  insurance  companies  them- 
seh^es,  other  than  the  mere  fact  that  they  had  contracts? 
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Mr.  Hall.  I  did  in  the  case  of  the  First  National;  do\vu  toward 
the  last  part  I  said : 

_  A  contract  has  been  entered  into  between  the  company  and  Tuttle,  Wightman 
&:  Dudley  (Inc.),  giving  these  gentlemen  the  exclusive  underwriting  ter- 
ritory outside  of  the  District  of  Columbia,  with  a  commission  of  37^  per  cent, 
and  10  per  cent  contingent  on  the  net  profits,  as  computed  according  to  the 
agreement,  for  a  term  of  15  years  from  July  11,  1912. 

Mr.  Prouty.  Yes:  I  observed  that;  but  did  you  call  attention  to 
the  fact  that  Mr.  Tuttle  himself  was  president  of  the  company  and 
was  making  that  contract  with  himself? 

Mr.  Hall.  Well,  no;  he  was  not  president  of  this  particular  com- 
pany that  I  speak  of. 

Mr.  Peouty.  He  was  president  of  the  Commercial? 

Mr.  Hall.  Yes,  sir;  he  was  president  of  the  Commercial. 

Mr.  Pbouty.  And  the  same  general  provision  is  in  that  contract? 

Mr.  Hall.  Yes ;  but  so  far  as  that  underwriting  contract  with  the 
Commercial  was  concerned,  that  was  covered  in  previous  examina- 
tions made  by  the  department.  The  contract  between  Tuttle,  Wight- 
man  &  Dudley  with  the  Commercial  is  of,  I  think,  a  year  or  more 
standing,  and  has  been  covered  in  other  examinations.  You  see, 
when  we  make  an  examination,  we  do  not  always  cover  all  the  ground 
that  had  previously  been  covered.  It  is  more  of  a  continuation  from 
the  last  examination,  and  in  the  case  of  the  Commercial,  a  year  or 
so  ago  Mr.  Curry  made  an  examination  and  devoted  a  great  deal  of 
time  to  the  discussion  of  just  those  particular  features.  You  see,  in 
our  examinations,  sir,  we  make  them  to  the  superintendent  of  insur- 
ance, and  it  would  appear  to  be  a  waste  of  time  to  report  to  him  every 
time  the  same  things  that  we  had  reported  previously. 

Mr.  Protjty.  I  call  your  attention  to  the  report  signed  by  you  on 
page  49,  in  which  you  give  the  history  of  this  company,  which  is  the 
Commercial.  Do  you  think  that  report  sufficiently  explicit  to  fairly 
advise  the  stockholders  of  the  manner  in  which  that  company  was 
being  handled? 

Mr.  Hall.  I  think  that  covers  all  the  principal  points,  Judge 
Prouty.  Of  course  we  could  have  gone  into  detail  and  made  this  re- 
port voluminous ;  but  it  would  simply  have  been  repeating  what  we 
bad  previously  reported  to  the  superintendent. 

Mr.  Pbouty.  The  main  thing  that  I  am  trying  to  elicit  is  whether 
or  not  your  department  feels  it  to  be  a  duty  devolving  upon  it  to  set' 
out  in  their  examinations  and  reports  such  facts  as  would  fairly  ad- 
vise the  stockholders,  distributed  all  over  the  United  States,  of  the 
manner  in  which  the  company  is  being  operated? 

Mr.  Hall.  Well,  I  do  not  think  the  department  would  be  called  on 
each  time  to  go  into  every  phase  of  it.  Judge. 

Mr.  Peouty.  Had  they,  in  former  reports,  covered  the  questions 
that  I  am  mentioning? 

Mr.  Hall.  Yes,  sir. 

Mr.  Peouty.  In  what  ones;  do  you  recall? 

Mr.  Hall.  We  made  an  examination  of  the  company  in  February, 
1912,  on  its  condition  on  December  31,  1911,  and  I  think  in  the  year 
previous  to  that  Mr.  Curry  made  two  or  three  separate  examinations 
of  this  company. 
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Mr.  Peoutt.  Suppose  that  your  investigation  into  an  insurance 
company  discloses  this  fact:  That  the  officers  and  directors  of  tiie 
company  had  formed  a  corporation,  independent  of  the  company, 
and  had  contracted  with  that  company  to  do  practically  all  the 
business  of  the  company  and  received  large  profits  and  returns  from 
that  inside  contract — a  contract  with  their  inside  corporation — would 
you  feel  that  a  fact  of  sufficient  importance  that  it  ought  to  be  made 
known  to  the  stockholders  of  the  corporation? 

Mr.  Hall.  I  do  not  know  that  it  is  the  department's  duty  to  bring 
these  matters  before  the  stockholders,  but  those  matters  are  all  in 
our  office  and  a  stockholder  could  have  any  of  those  papers  by  apply- 
ing for  them.  For  instance,  when  these  companies  were  selling  their 
stock,  for  the  last  two  or  three  years  we  have  had — I  have  no  doubt 
we  have  had — hundreds  of  letters  from  people  asking  us  to  advise 
them  whether  or  not  to  purchase  this  stock,  and  we  have  always  re- 
plied that  it  was  not — the  department  simply  gave  them  a  state- 
ment of  the  condition  of  the  company,  as  of  our  last  examination, 
and  said  that  this  department  could  not  advise  people  as  to  whether 
or  not  they  should  take  stock  in  the  company. 

Mr.  Protjty.  "Well,  that  kind  of  leads  me  back  to  the  original 
thought,  whether  or  not  you  fellows  consider  yourselves  as  guardians 
of  the  policyholders  and  likewise  guardians  of  the  interests  of  the 
stockholders  ? 

Mr.  Hall.  Well,  of  course,  I  do  not  know  exactly  whether  a  depart- 
ment is  supposed  to  be  the  guardian  of  the  stockholder  or  whether 
it  is  supposed  to  be  the  guardian  of  the  policyholder,  but  we  are 
supposed  to  look  after  the  public,  as  I  understand  it. 

Mr.  Proutt.  And  do  you  consider,  in  that  connection,  that  the 
stockholder  is  less  a  part  of  the  public  than  the  policyholder  ? 

Mr.  Hall.  I  would,  sir,  personally.  I  do  not  know  just  how  any- 
body else  would  feel  about  it. 

]\Ir.  Peouty.  It  is  not  much  concern  of  yours  how  the  stockholder 
gets  along '. 

Mr.  Hall.  It  does  not  seem  to  me  that  any  department  of  the 
Government  should  be  required  to  protect  a  man  who  is  trying  to 
make  investments,  because  he  does  it  with  his  eyes  open,  and  if  he 
chooses  to  go  into  these  things  it  does  not  stride  me  that  anybody 
else  should  say  whether  he  should  or  should  not. 

Mr.  Peouty.  Well,  does  not  that  suggestion  apply  with  equal  force 
to  the  man  who  takes  a  contract  of  insurance — a  policy? 

Mr.  Hall.  Well,  a  man  who  takes  a  policy  contract  with  the  com- 
pany really  takes  it  from  the  standpoint  of  being  protected,  and  I 
think  it  is  the  duty  of  the  department  to  see  that  the  company  fur- 
nishes him  that  protection.  He  is  not  supposed  to  be  speculative, 
although  some  insurance  policies  are  speculative. 

Mr.  Peouty.  There  is  a  slight  suspicion  that  they  are  about  the 
most  speculative  contracts  that  are  written,  is  there  not?  I  am  in- 
quiring candidly  for  the  purpose  of  ascertaining  about  what  line  of 
thought  you  have  in  your  department  as  to  the  duties  you  owe  the 
public. 

jMr.  Hall.  We  have  never  attempted  to  draw  any  lines,  Judge 
Prouty,  and  I  have  never  thought  of  it  in  that  light  before.  It  never 
occurred  to  me  that  there  would  be  any  distinction  made. 
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Mr.  PEotrTT.  For  instance,  if  you  were  to  go  in  and  examine  a 
company  and  find  that  its  assets  were  ample  to  protect  the  policy- 
holders you  would  feel  that  you  had  gone  as  far  as  you,  under  your 
rules  and  reflations,  were  expected  to  go? 

Mr.  Hall.  No,  sir;  we  would  even  go  further  than  that;  if  we 
found  that  even  though  its  assets  were  sufficient  to  protect  its  policy- 
holders somebody  was  stealing  money,  or  somebody  was  doing  some- 
thing that  we  thought  they  should  not  do,  why,  we  would  comment 
on  that. 

Mr.  Prouty.  "Well,  suppose  you  would  find  that  fellows  inside  the 
company  had  made  an  arrangement  by  which  they  practically  took 
to  themselves  half  of  the  surplus  that  had  been  paid  m  by  the  stock- 
holders as  supposed  assets  of  the  company,  would  you  make  any 
comment  on  it? 

Mr.  Hall.  We  did  make  comment  on  it;  or,  at  least,  Mr.  Curry 
did  in  previous  examinations,  but  it  is  a  condition  which  our  law 
does  not  give  us  the  power  to  correct. 

Mr.  Proutt.  If  you  would  find  it  there  once,  and  make  a  report 
on  it,  and  then  it  continued  in  the  same  way  up  to  the  next  report, 
you  would  not  make  any  mention  of  it  after  that? 

Mr.  Hall.  Well,  the  facts  would  certainly  be  before  the  superin- 
tendent, to  whom  we  are  supposed  to  make  our  report,  sir. 

Mr.  Protttt.  Well,  you  understand,  of  course,  that  reports  which 
you  make  to  him  are  not  for  his  private  use  ? 

Mr.  Hall.  Oh,  no,  sir. 

Mr.  Protjtt.  They  are  reports  that  are  supposed  to  be  published 
for  the  benefit  of  the  public  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Proutt.  I  do  not  know  yet  whether  I  have  quite  got  clear 
whether  you  feel  that  in  making  that  report  you  should  take  care  of 
the  interests  of  the  stockholders,  as  part  of  the  public,  or  simply  of 
the  policyholders. 

Mr.  Hall.  Well,  we  try,  when  we  go  into  examine  a  company,  to 
state  the  facts.  /  We  try  to  bring  out  the  financial  condition  and  any 
other  condition  that  appears  that  we  can  dig  up  and  those  matters — 
those  reports  really  go  along  almost  continuously  from  year  to  year, 
as  we  go  in  to  examine  a  company ;  we  sometimes  even  refer  or  call 
the  attention  of  the  superintendent  to  a  previous  report,  in  which 
certain  facts  were  stated,  or  if  we  found  a  condition  in  a  company, 
say,  last  year,  and  we  went  in  to  examine  a  -company  and  found  cer- 
tain things  which  we  commented  on,  or  certain  methods  of  book- 
keeping or  certain  slovenly  records,  and  next  year  we  found  those 
conditions  corrected,  we  would  comment  on  that,  I  know. 

Mr.  Protjtt.  Suppose  you  found  they  continued,  then  what  would 
you  do? 

Mr.  Hall.  Comment  on  it. 

Mr.  Protjtt.  You  would  report  them? 

Mr.  Hall.  Yes,  sir.  The  sale  of  this  stock  through  Tuttle,  Wight- , 
man  &  Dudley  and  the  underwriting  contract  through  Tuttle,  Wight- 
man  &  Dudley  had  been  reported  to  the  superintendent  in  previous 
reports,  and,  1  think,  commented  on  more  than  once,  and  in  this  First 
National  examination  I  was  under  the  impression  that  I  had  said 
that  the  stock  was  sold  through  Tuttle,  Wightman  &  Dudley,  but  I 
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do  not  seem  to  have  done  so.  However,  I  did  say  that  the  underwrit- 
ing contract  was  through  those  same  persons. 

Mr.  Peoutt.  Let  me  ask  you  whether  or  not  your  report  shows  all 
the  money  that  Tuttle,  "Wightman  &  Dudley  received  during  the  time 
covered  by  your  examination? 

Mr.  Hall.  In  the  case  of  the  First  National? 

Mr.  Peouty.  Yes ;  or  either  one  of  them. 

Mr.  Hall.  Yes,  sir. 

]\Ir.  Peouty.  Does  it  show  the  amount  that  they  had  received  for 
stock  subscriptions,  which  had  not  yet  been  completed  ? 

]Mr.  Hall.  Yes,  sir. 

Mv.  Peouty.  Does  it  show  it  in  separate  items  or 

Mr.  Hall  (interposing).  We  required  them  to  take  those  accounts 
out  of  their  general  books.  "We  had  quite  a  discussion  about  it.  Mr. 
Ingham  and  Mr.  Curry  and  myself  talked  it  over  at  length  and  we 
concluded  that  in  view  of  the  fact  that  our  law  does  not  pay  any 
attention  to  anything  other  than  fully  paid  capital,  it  would  be  best 
for  us  to  require  the  companies  to  keep  those  in  suspense  accounts. 
Of  course,  that  was  our  idea.  Since  then  Mr.  Wolfe  has  exanuned 
the  company,  and  he,  having  had  these  conditions  to  combat  fre- 
quently, advised  them  to  put  them  back  again,  but  at  the  time  wc 
made  our  examinations  of  the  companies,  and  those  examinations 
which  are  in  the  reports,  we  required  the  compaiiies  to  carry  those 
in  suspense  accounts,  entirely  out  of  their  general  books,  and  in  the 
First  S'ational  there  is  a  little  note  to  the  effect — when  I  speak  nbout 
the  stock  of  the  company,  on  page  51,  it  says: 

Additional  stock  of  ttie  coiiiimny  is  being  sold  at  the  present  time  on  the 
installment  plan;  but  the  funds  received  on  this  iiccount  are  being  held  separate, 
and  no  stock  will  be  issued  until  fully  paid  for  and  the  increase  in  the  com- 
pany's capital  is  authorized.  On  this  account  $S4(l,02.'5  of  capital  and  surplus 
has  been  subscribed,  on  which  .$239,407.50  has  been  paid,  and  from  which  is 
deducted  $117,(107.24  commission  and  expenses,  leaving  a  balance  in  bank  of 
$121,800.2(1.  for  which  the  company  is  allowed  no  credit  in  its  statement. 

jVIr.  Prouty.  You  show  the  disbursements  on  page  50,  commission 
on  sale  of  stock,  $20,400 ;  expense  account,  sale  of  stock,  $40,600? 

Mr.  Hall.  Yes. 

Mr.  Peouty.  That  does  not,  in  fact,  represent  the  amount  of  money 
that  the  company  has  paid  to  Tuttle,  Wightman,  and  Dudleyj  or  that 
they  have  received  during  the  period  covered  by  your  examination  ? 

Mr.  Hall.  That  represents  the  amount  which  is  taken  into  their 
general  books  and  this  other  paragraph  shows  the  amount  which  is 
in  a  suspense  account. 

Mr.  Peouty.  That  is,  there  was  $117,607.24  that  you  did  not^^ 

Mr.  Hall  (interposing).  Yes,  sir.  That  had  been  paid  in  addition 
to  the  amounts  shown  here;  but,  of  course,  they  had  not  gotten 
credit  for  these  in  their  income,  and  it  would  not  be  fair  to  charge 
it  out  as  a  disbursement  to  them. 

Mr.  Peotjtt.  Well,  the  company  had  lost  it  ? 

Mr.  Hall.  Well,  they  paid  it  for  services ;  yes,  sir. 

Mr.  Pkouty.  It  was  gone? 

Mr.  Hall.  Yes,  sir.  Our  law  does  not  cover  partially  paid  stock 
at  all.  There  was  nothing  in  there,  and  this  was  the  first  time  we  had 
had  to  deal  with  this  situation,  and  we  concluded — the  three  of  us 
concluded  that  this  was  the  best  way  to  handle  it. 


INVESTIGATION   OF   INSURANCE   COMPANIES.  1791 

Mr.  Prouty.  Instead  of  $59,000  that  your  report  shows  had  been 
paid  as  expense  and  commission,  as  a  matter  of  fact  there  was  nearly 

$280,000  that  had  been  paid  at  that  time  for 

Mr.  Hall  (interposing).  Well,  there  would  be  one  hundred  and 
eighty-seven  thousand? 
Mr.  Prouty.  Yes ;  one  hundred  and  eighty-seven  thousand. 
Mr.  Hall.  Yes;  sir.     There  would  be  one  hundred  and  eighty- 
seven  thousand;  but  then,  of  course,  the  company  had  not  gotten 
credit  for  the  income  on  that. 

Mr.   Prouty.  Well,  Tuttle,  Wightman   and   Dudley  had   gotten 
credit  for  it,  had  they  not  ? 
Mr.  Hall.  Yes,  sir. 

Mr.  Prouty.  And  had  used  it?    Drawn  it. 

Mr.  Hall.  They  had  drawn  it ;  yes,  sir. 

Mr.  Prouty.  And  apparently  used  it. 

Mr.  Hall.  But  then,  of  course,  the  company  had  $121,000  in  bank, 
for  which  it  got  no  credit.  These  subscribers  had  paid  $239,000, 
approximately,  on  account  of  partial  subscriptions  to  stock  and 
surplus. 

Mr.  Prouty.  Of  course,  that  leads  back  to  the  first  question  of 
whether  you  are  protecting  the  policy  holder  or  whether  you  are 
looking  after  the  stockholder. 

Mr.  Hall.  Yes,  sir. 

Mr.  Prouty.  That  is  all. 

Mr.  Easby- Smith.  Just  one  question,  Mr.  Hall.  So  far  as  the 
capital  stock  is  concerned,  will  you  state  what  must  be  the  condition 
of  capital  stock  before  the  superintendent  of  insurance  can  do  any- 
thing concerning  the  company's  license  ? 

Mr.  Hall.  Our  law  directs  the  superintendent  of  insurance  to  sus- 
pend a  company's  license  when  it  is  found  that  more  than  25  per  cent 
of  its  capital  is  impaired,  and  the  company  is  then  given,  I  think,  6Q 
days  in  which  to  make  up  that  impairment,  and  if,  at  the  end  of 
the  60  days,  the  impairment  is  not  made  good,  the  license  is  revoked. 

Mr.  Easby-Smith.  That  is  all. 

Mr.  Redfield.  Mr.  Hall,  other  than  the  tables  of  figures  given  on 
pages  47  and  48,  is  there  any  statement  in  your  report  upon  the  Com- 
mercial Co.  as  to  whether  it  was  earning  or  losing  money  ? 

Mr.  Hall.  No,  sir. 

Mr.  Redfield.  Did  you  make  any  comment  which  showed  whether 
or  not  the  surplus  which  the  company  had  at  the  beginning  of  the 
year  had  been  dissipated  and  such  surplus  as  they  had  remaining  was 
derived  entirely  from  paid  in  premiums  on  stock  sales  during  the 
year,  and  from  the  increase  in  value  of  the  Southern  Building  ? 

Mr.  Hall.  No,  Mr.  Redfield;  we  did  not  make  any  comment  on 
it.  Any  information  of  that  kind  can  be  gotten  from  the  statement 
itself. 

Mr.  Redfield.  The  only  way  in  which  it  would  appear  in  your 
statement  would  be  by  deduction  ? 

Mr.  Hall.  Exactly. 

Mr.  Redfield.  From  the  figures  given? 

Mr.  Hall.  Yes. 

Mr.  Redfield.  That  is  all. 
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Mr.  Johnson.  You  have  been  asked  some  questions  as  to  which 
the  Insurance  Department  owes  its  first  duty,  to  the  stockholder  or 
to  the  policyholder.  Is  it  not  a  fact  that  the  Insurance  Department 
of  the  District  of  Columbia  and  the  Insurance  Department  in  every 
State  in  the  Union  is  established  for  the  sole  purpose  of  seeing  that 
the  company  is  always  in  condition  to  pay  its  losses  to  the  policy- 
holders ? 

Mr.  Hall.  That  is  how  I  understand  it,  Mr.  Johnson.  The  ques- 
tion had  never  come  up  in  my  mind  as  to  a  distinction  between  the 
stockholder  and  the  policy  holder  before,  and  I  did  not  understand 
Judge  Prouty  to  say  that  the  first  duty — I  would  consider  our  first 
duty  was  always  to  the  policyholder,  and  if  there  was  any  fraud 

Mr.  Johnson  (interposing).  An  insurance  company  sells  insur- 
ance, does  it  not? 

Mr.  Hall.  Yes,  sir. 

Mr.  Johnson.  Who  is  the  company?    The  stockholders? 

Mr.  Hall.  I  should  say  so. 

Mr.  Johnson.  Are  you  sufficiently  advised  to  state  whether  or  not 
it  is  the  first  duty  of  the  Comptroller  of  the  Currency  to  protect  the 
depositors  in  a  bank  or  the  stockholders  in  a  bank? 

Mr.  Hall.  I  am  not  very  well  advised  on  the  subject,  Mr.  Johnson, 
but  I  should  certainly  think  it  would  be  the  depositors. 

Mr.  Johnson.  In  my  State  we  have  what  is  known  as  the  "double 
liability  clause  "  in  all  charters  issued  to  corporations ;  that  is,  every 
stockholder  is  bound  in  double  the  amount  of  his  stock  to  the  de- 
positor or  to  any  creditor  of  the  concern.  Does  that  look  as  though 
the  first  duty  of  the  State  is  owed  to  the  company  ? 

Mr.  Hall.  No,  sir. 

Mr.  Johnson.  Or  to  the  creditor  of  that  company  ? 

Mr.  Hall.  I  should  say  the  first  duty  of  the  State  would  be  to  the 
people  who  buy  from  the  company  and  are  to  be  reimbursed  by  the 
company. 

Mr.  Johnson.  Do  you  believe  that  Congress,  for  the  District  of 
Columbia,  or  any  State  in  the  Union  for  itself  would  appropriate 
large  sums  of  money  for  the  purpose  of  establishing  bank  examiners 
and  insurance  departments  for  the  purpose  of  taking  care  of  one 
stockholder  in  a  company  as  against  another  stockholder  in  the  com- 
pany? 

Mr.  Hall.  No,  sir ;  and  that  is  the  corporation  counsel's  opinion  in 
that  other  case,  that  the  equity  courts  are  always  open  to  members 
who  feel  that  their  rights  have  been  trampled  upon. 

Mr.  Johnson.  As  has  been  suggested  here,  it  is  your  opinion  that 
the  doctrine  of  caveat  emptor  should  apply  as  between  himself  and 
another  stockholder? 

Mr.  Hall.  I  do  not  quite 'understand  that  term,  Mr.  Johnson;  I 
am  not  a  lawyer. 

Mr.  Johnson.  Well,  in  plain  English,  that  each  stockholder  in  his 
dealings  with  another  stockholder  in  the  same  concern  must  be  upon 
his  own  lookout  to  see  whether  he  is  cheated  or  not. 

Mr.  Hall.  That  is  my  idea  exactly,  Mr.  Johnson. 

Mr.  Johnson.  You  have  in  the  District  of  Columbia  a  sealer  of 
weights  and  measures,  have  you  not? 

Mr.  Hall.  Yes,  sir. 
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Mr.  JoHNSOK.  If  that  sealer  of  weights  and  measures  should  go 
down  here  to  the  Washington  Market  Co.  and  find  that  the  company 
was  giving  false  weights  and  cheating  the  purchaser  or  consumer,  to 
whom  do  you  think  his  first  duty  is  owing? 

Mr.  Hall.  ,To  the  purchaser. 

Mr.  Johnson.  To  the  holder  of  the  stock  in  that  corporation  which 
is  doing  the  cheating  or  to  the  individual  who  is  doing  the  buying  ? 

Mr.  Hall.  Certainly  to  the  purchaser. 

Mr.  Johnson.  Is  not  this  a  parallel  case  ? 

Mr.  Hall.  I  think  so,  sir.    That  is  my  idea  of  it. 

Mr.  Johnson.  Have  you  any  funds  with  which  to  have  printed  and 
distributed  to  2,000  stockholders  in  various  parts  of  the  United  States 
a  report  of  the  investigation  that  you  might  make  of  one  of  these 
companies  ? 

Mr.  Hall.  No,  sir ;  I  laiow  it  is  quite  a  hardship  on  us  to  furnish 
the  certificates  of  compliance  and  copies  of  examinations  which  are 
required  to  be  filed  with  other  insurance  departments,  and  there  are 
only  45  of  them,  because  we  have  to  do  it  all  on  the  typewriter. 

Mr.  Johnson.  When  you  examine  a  company  and  find  that  its 
capital  stock  has  not  been  impaired  beyond  that  point  fixed  by  law 
is  not  your  duty  legally  discharged? 

Mr.  Hall.  I  would  say  so,  sir.  Of  course,  where  a  company  was 
impaired  to  any  extent  it  would  show  a  bad  condition,  but  to  the 
point  of  where  it  is  impaired  I  do  not  think  we  have  any  action 
against  them,  and  whatever  they  do  with  their  money 

Mr.  Johnson  (interposing).  And  whatever  right  you  have  short 
of  that  is'  the  fault  of  the  law  and  not  the  fault  of  the  insurance 
department,  is  it  not? 

Mr.  Hall.  I  think  so ;  exactly,  Mr.  Johnson.  We  are  very  bad  oflf 
for  insurance  laws.    There  is  no  doubt  about  that. 

Mr.  Johnson.  If,  upon  any  of  your  examinations  of  an  insurance 
company,  you  find  their  capital  stock  impaired  beyond  the  point  fixed 
by  law,  then  the  insurance  department  stops  them  in  business,  does 
it  not? 

Mr.  Hall.  Yes,  sir ;  we  suspend  their  license. 

Mr.  Johnson.  And  then  the  policy  holder  has  his  remedy  against 
the  company? 

Mr.  Hall.  Yes,  sir. 

Mr.  Johnson.  And  each  member  of  that  company,  or,  in  other 
words,  each  individual  stockholder  has  his  liability  to  the  policy 
holder  ? 

Mr.  Hall.  Yes. 

Mr.  Johnson.  And  his  liability  in  the  District  of  Columbia  is  the 
value  of  his  stock? 

Mr.  Hall.  That  is  right. 

Mr.  Johnson.  In  many  of  the  States  double  the  value  of  his  stock? 

Mr.  Hall.  Yes,  sir.  - 

Mr.  Johnson.  That  is  your  understanding  of  it  ? 

Mr.  Hall.  Yes,  sir ;  that  is  my  understanding. 

Mr.  Johnson.  You  may  be  excused. 

Mr.  PftouTT.  Just  a  moment.  Is  there  anything  in  the  laAV  of  the 
District  of  Columbia  that  says  that  these  reports  made  by  the  insur- 
ance department  shall  be  only  for  the  benefit  of  the  policy  holders  ? 
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Mr.  Hall.  No.  sir;  for  the  public. 

Mr.  Prouty.  For  the  public? 

^Ir.  Hall.  Yes. 

Mr.  Prouty.  Xow,  do  you  not  consider  a  stockholder  a  part  of  the 
public  ? 

Mr.  Hall.  Certainly ;  he  is  a  part  of  the  public.  ' 

Mr.  Prouty.  Do  you  feel  it  is,  therefore,  your  duty  to  slunv  in  your 
reports  things  that  would  be  of  interest  to  this  part  of  the  general 
public,  namely,  the  stockholder? 

Mr.  Hall.  Xo  ;  we  do  not  take  sides  in  the  matter.  Judge  Prouty. 

[Mr.  Prouty.  Well,  not  taking  sides,  but  simply  showing  facts. 

Mr.  Hall.  We  show  the  facts  as  we  see  them,  sir,  from  the  insur- 
ance department's  standpoint. 

Mr.  Prouty.  In  other  words,  you  do,  as  a  matter  of  fact,  take  into 
consideration  things  that  are  not  really  for  the  direct  interest  of  tlie 
policy  holders  or  in  which  the  policy  holders  are  not  alone  interested  ? 

Mr.  Hall.  ^Ve  do  not  confine  ourselves  to  any  special,  any  detail, 
line  of  action,  but  we  go  in  and  find  the  facts  as  nearly  as  we  can. 

Mr.  Prouty.  Take  the  illustration  of  a  bank  examiner  and  the 
reports  published  in  the  comptroller's  department ;  if  a  bank  ex- 
aminer found  that  funds  were  being  diverted,  although  it  did  not 
jeopardize  the  interests  of  the  depositors,  that  would  be  a  proper 
fact  to  report,  would  it  not? 

Mr.  Hall.  I  should  think  so. 

Mr.  Prouty.  That  is  all. 

Mr.  Johnson.  Please  cite  to  me  any  law  in  the  District  of  Colum- 
bia which  declares  that  it  is  to  the  interest  of  either  or  both  the 
policy  holder  and  the  stockholder  that  your  examination  is  to  be 
made.  Is  it  not  a  fact  that  there  is  no  declaration  of  law  upon  that 
principle  ? 

Mr.  Hall.  There  is  no  declaration  of  law  at  all.  We  hold  this 
in  our  office,  ]Mr.  Johnson,  and  anybody  who  comes  in  can  see  them, 
whether  he  is  a  disgruntled  policy  holder  or  a  stockholder,  or  who' 
he  is;  and  where  we  can,  if  we  have  extra  copies  in  the  office,  we  do 
not  hesitate  to  give  a  man  a  copy  of  that  examination.  We  do  not 
inquire  whether  he.  is  a  policy  holder  or  a  stockholder  or  whether 
he  is  interested  in  any  way.  Our  office  is  open  to  the  public  on  those 
matters. 

Mr.  Johnson.  Well,  if  I  understand  you  correctly,  the  object  Con- 
gress has  in  view  in  making  appropriations  to  maintain  an  insurance 
department  in  the  District  of  Columbia  is  to  see  that  there  is  fair 
dealing  and  solvent  dealing  between  the  company  on  the  one  part 
and  the  policy  holders  on  the  other  part  ? 

Mr.  Hall.  I  would  think  that  was  the  intention  of  Congress. 

Mr.  Johnson.  All  right. 

Mr.  Berger.  Mr.  Hall,  the  Commercial  had  a  net  loss  in  1912  of 
$131,957.-14.     Did  you  report  that? 

Mr.  Hall.  Those  facts,  Mr.  Berger,  show  up  in  the  report.  Any 
insurance  report  that  a  man  makes  may  be — ^you  can  get  all  kinds  of 
information  from  it.  Different  accountants  make  certain  combina- 
tions, and  if  you  treat  the  losses  as  the  money  paid  out,  why,  they 
probably  did.  I  have  not  gone  into  that.  I  have  not  even  tried  to 
verify  any  of  the  figures  that  were  given  by  Mr.  Wolfe  here,  because 
these  examinations  show  the  condition  of  the  companies  on  the  date 
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that  we  examined  them,  and  the  deductions,  of  course,  are  for  other 
people. 

Mr.  Beegee.  Mr.  Hall,  did  you  report  a  dividend  paid  in  1912? 

Mr.  Hall.  Yes,  sir. 

Mr.  Bergee.  There  was  a  dividend  paid  of  twenty-eight  thousand 
six  hundred  and  odd  dollars? 

Mr.  Hall.  Yes,  sir. 

Mr.  Beegee.  That  is  shown  in  the  disbursements  under  the  head  of 
"  Dividend."  Did  you  show  that  the  surplus  was  depleted  to 
$160,000?     Did  you  report  that? 

Mr.  Hall.  No,  sir ;  but  the  figures  will  show  that. 

Mr.  Beegee.  I  know,  but  you  should  have  reported  that.  That  is 
what  you  examined  the  books  for. 

Mr.  Hall.  I  know  it  is  reported  in  this  form. 

Mr.  Beegee.  Well,  I  could  not  get  it  out  of  it.  Of  course,  I  am 
only  a  man  of  average  intelligence. 

Mr.  Hall.  So  am  I. 

Mr.  Beegee.  It  was  your  duty,  though,  as  an  examiner,  to  report  it 
so  that  a  man  of  average  intelligence  would  be  able  to  read  it. 

Mr.  Hall.  Well,  if  anybody  was  interested  in  that  particular  phase 
of  it,  Mr.  Berger,  they  could  easily  get  those  figures.  You  see,  if  we 
should  go  into  that  and  would  say  that  the  surplus  last  year  was  so 
much  and  the  surplus  this  year  was  so  much,  then  some  other  man 
might  come  along  and  say,  "  Why  did  you  not  say  last  year  that  the 
losses  were  so  much  money  " 

Mr.  Beegee.  Well,  it  would  be  your  duty  to  compare  them,  as  a 
matter  of  fact. 

Mr.  Hall.  Well,  I  do  not  understand  that  (lur  examination  is  a 
comparison  of  the  years. 

Mr.  Beegee.  Well,  it  is  to  report  the  facts  ? 

Mr.  Hall.  Yes;  but  I  do  not  knoAv  of  any  department  that  does 
report  it  in  that  way. 

Mr.  Redeield.  Is  not  the  policy  holder  of  the  company  interested 
in  whether  the  company  is  losing  money  to  such  an  extent  that  its 
surplus  is  being  wiped  out? 

Mr.  Hall.  Yes;  but  so  long  as  the  company  has  a  proper  reserve 
and  is  solvent,  the  policy  holder  is  thoroughly  protected.  Another 
company  may  be  more  desirable,  because  of  the  fact  that  it  has  a 
larger  surplus,  sir;  but  I  do  not  think  liis  security  is  Injured. 

Mr.  Redeield.  And,  therefore,  you  do  not  consider  it  your  duty  to 
advise  the  policy  holder 

Mr.  Beegee.  Or  the  public ;  not  only  the  policy  holder. 

Mr.  Redfield.  Or  the  public,  to  the  effect  that  the  company  is 
doing  business  in  such  a  way  that  it  is  losing  money  largely,  and  its 
surplus  has  been  impaired  ? 

Mr.  Hall.  Well,  the  policy  holder  can  easily  ascertain  those  facts. 

Mr.  Redeield.  Pardon  me,  Mr.  Hall.    Now,  can  he? 

Mr.  Hall.  Yes. 

Mr.  Redeield.  How? 

Mr.  Hall.  If  he  chooses  to  come  to  our  office,  we  have  the  reports 
of  these  companies. 

Mr.  Redeield.  Well,  let  us  assume 

Mr.  Easby- Smith.  I  submit  you  should  let  him  finish  his  answer. 
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Mr.  Redfieij>.  Has  he  not  finished  ? 

Mr.  Easby-Smith.  No,  sir. 

Mr.  Eedfield.  I  beg  your  pardon. 

Mr.  HaUj.  If  the  policy  holder  chooses  to  come  to  our  office,  he  can 
have  access  to  the  reports  showing  the  financial  condition  of  this 
company  or  any  other  company  that  is  transacting  business  here  as 
of  December  31,  of  each  year.    He  can  make  his  own  comparisons. 

Mr.  Redfield.  He  can  make  his  own  comparisons? 

Mr.  Hall.  Yes. 

Mr.  Redfield.  So  that  a  policy  holder,  let  us  assume,  in  Vermont, 
or  let  us  take  one  of  the  States  where  this  company  is  doing  business — 
Missouri — can  come  to  your  office  and  get  tabular  reports  made  up 
by  you  in  this  form,  without  deductions  therefrom,  and  can  sit  down 
and  make  a  comparison  of  them,  and  determine  for  himself  whether 
the  company  is  gaining  ground  or  losing  ? 

Mr.  Hall.  If  the  policy  holder  in  Missouri  cares  to  have  it,  we  will 
send  him  copies  of  our  annual  report,  which  contain  those  figures. 

Mr.  Eedfield.  Yes ;  and  then  he  can  sit  down  at  home  in  Missouri 
and  take  those  tables  and  analj'ze  them,  and  from  his  analysis  deter- 
mine for  himself  ? 

Mr.  Hall.  Yes,  sir;  but  there  is  another  feature  to  be  considered 
there,  Mr.  Redfield.  Our  department,  and  any  insurance  department, 
has  to  be  ^'ery  careful  of  the  deductions  which  it  arrives  at  for  people 
who  are  prospective  or  already  policy  holders.  For  instance,  take  a 
man  coming  into  our  office,  and  he  will  say  to  us,  "I  do  not  laiow 
whether  to  buy  a  policy  in  the  London,  Liverpool  and  Globe,  or  the 
Royal  or  the  North  Assurance."'  And  he  will  ask,  "  Now,  what  com- 
pany shall  I  take  ?  "  Well,  if  he  is  referred  to  me,  I  say  to  him, "  This 
department  can  not  advise  you  which  company  to  take,  but  it  will  let 
you  see  the  financial  statements  of  these  different  companies,  and  you 
can  make  your  own  selection." 

Mr.  Redfield.  You  pursue  the  policy,  therefore,  of  being  very  care- 
ful as  to  deductions  by  making  none  at  all  ? 

Mr.  Hall.  No;  we  do  make  deductions  for  them  if  they  care  to 
have  them,  but  we  refuse  to  advise  them. 

Mr.  Redfield.  Had  you  finished? 

Mr.  Hall.  Yes. 

Mr.  Redfield.  Will  you  indicate  where  you  made  deductions  in 
the  report  that  showed  that  the  company  was  losing  money? 

Mr.  Hall.  We  did  not  make  any  deductions  in  that  report  show- 
ing that  the  company  was  losing  money.  If  anybody  wants  to  ar- 
rive at  those  figures  or  any  other  figures,  Mr.  Redfield,  these  are 
perfectly  plain  from  an  insurance  standpoint. 

Mr.  Redfield.  They  are  to  you. 

Mr.  Hall.  Yes ;  and  to  anybody  else. 

Mr.  Redfield.  Now,  let  us  assume  a  farmer  in  Missouri  gets  your 
report — an  intelligent  farmer.  Do  you  think  it  is  true,  Mr.  Hall, 
as  a  matter  of  fact,  that  the  average  farmer,  the  average  small  shop- 
keeper, the  average  small  tradesman,  has  had  sufficient  education  in 
accounting — in  insurance  accounting — to  make  comparisons  between 
accounts  where  no  deductions  are  drawn  from  thein  ? 

Now.  I  want  you  to  be  very  careful  in  answering  that  question, 
please,  and  just  address  yourself  to  the  point. 
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Mr.  Hall.  I  would  think  so,  Mr.  Redfield.  The  terms  used  are 
not  technical.  They  state  perfectly  plainly — they  are  perfectly  plain 
as  to  what  they  mean  and  as  to  what  the  money  was  spent  for. 

Mr.  Redfield.  And  you  think,  therefore,  that  the  ordinary  man 
to  whom  the  opportunity  has  never  been  extended  of  becoming  espe- 
cially educated  in  accounts 

Mr.  Beegee  (interposing) .  Insurance  accounts. 

Mr.  Redfield  (continuing).  And  especially  that  branch  of  ac- 
counting known  as  insurance  accounting,  would  be  able  thoroughly 
to  interpret  from  this  report  of  yours  whether  the  company  was  or 
was  not  losing  money  ? 

Mr.  Hall.  If  he  had  before  him  the  statement  of  the  company's 
condition  on  the  previous  year  he  could ;  yes,  sir. 

Mr.  Redfield.  Do  you  suppose,  Mr.  Hall,  that  out  of  a  thousand 
policy  holders,  taken  at  random  all  over  the  land,  half  would  under- 
stand what  is  meant  by  a  "  return  premium  "  ? 

Mr.  Hall.  Why,  I  should  certainly  think  so,  Mr.  Redfield. 

Mr.  Redfield.  Do  you  suppose  that  the  business  of  reinsurance  is 
understood  accurately  by  a  large  proportion  of  the  average  small 
policy  holders? 

Mr.  Hall.  Perhaps  the  business  of  reinsurance  is  not  understood, 
sir ;  but  certainly  the  term  "  reinsurance  "  is  self-explanatory. 

Mr.  Redfield.  Without  in  the  least  meaning  to  reflect  on  or  to 
doubt  the  intelligence  of  the  average  man  where  ample  opportunity 
has  been  afforded  to  learn,  do  you  think  that  the  average  clerk  who 
has  a  small  home  insured  could,  as  a  matter  of  fact,  unless  he  hap- 
pened to  be  an  accountant,  discover  from  these  figures  what  the  exact 
condition  of  that  company  was  as  regarded  the  tendency  of  its 
business  ? 

Mr.  Hall.  I  do  not  suppose  he  would  be  able  to  ascertain  with 
regard  to  the  tendency  of  its  business,  Mr.  Redfield,  but  the  insured 
is  protected  by  the  condition  of  this  company,  and  I  do  not  think  his 
security  is  affected  at  all  by  the  fact  that  the  company's  surplus  may 
have  or  may  not  have  been  diminished. 

Mr.  Redfield.  You  say  you  do  not  think  its  security  is  diminished 
at  all  by  that? 

Mr.  Hall.  No,  sir. 

Mr.  Redfield.  So  that  it  does  not  make  any  difference  to  the  policy 
holder  whether  the  company  is  losing  money  or  not  ? 

Mr.  Hall.  It  may  make  a  difference  to  the  policy  holder  because 
he  wishes  to  be  in  a  company  that  has  a  very  much  larger  surplus 
and  could  possibly  stand  a  conflagration,  but  under  ordinary  condi- 
tions a  company  that  carries  the  adequate  reserve  and  has  its  capital 
stock  paid  up,  I  believe  tjiat  the  policy  holder  is  thoroughly  secured. 

Mr.  Redfield.  How  about  a  person  who  is  neither  a  stockholder 
nor  a  policy  holder,  but  a  mere  member  Of  the  general  public  who 
has  saved  a  few  hundred  dollars  and  is  invited  to  invest  them  in  a 
business  of  which  it  is  said  that  many  of  the  large  companies  are 
earning  40  per  cent  net,  and  he  comes  to  the  public  authorities  of  the 
locality  in  which  that  company  is  located  for  knowledge,  but  knows 
nothing  of  accounts?  Would  such  a  person,  either  seeking  to  invest 
his  money  or  seeking  where  to  insure,  gain  from  your  report  what 
he  would  need  in  order  to  know  what  to  do? 
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Mr.  Hall.  If  he  could  not  gain  it  from  this  report  he  could  get 
some  person  to  explain  it  to  him  so  that  he^would  understand  it,  and 
I  certainly  do  not  think  it  would  be  the  duty  of  our  office,  or  any 
office,  Mr.  Eedfield,  to  advise  a  person  as  to  whether  or  not  they 
should  invest  their  mone}'  in  certain  stocks,  certainly  in  insurance 
stocks. 

Mr.  REoriELD.  That  was  not  suggested. 

Mr.  Hall.  That  would  naturally  be  the  reason  for  his  calling, 
would  it  not? 

Mr.  Redfield.  I  suggested  whether  he  could  come  to  the  public 
office  which  you  may  maintain  and  get  information  which  would 
enable  him  to  form  his  judgment. 

Mr.  Hall.  I  thought  you  said  he  had  this  money  and  wanted  to 
invest  it. 

Mr.  Redfdeld.  I  did. 

Mr.  Hall.  Then  that  would  be  the  position. 

Mr.  Redfield.  Does  your  report  tell  a  country  physician,  for  ex- 
ample, who  has  no  knowledge  of  accounting,  has  no  opportunity  to 
learn,  whether  this  company  is  in  such  a  condition  that  his  invest- 
ment would  be  safe,  supposing  he  got  from  you  all  that  you  pub- 
lished? 

Hr.  Hall.  As  nearly  as  he  could  be  told ;  yes,  sir. 

Mr.  Redfield.  Is  it  not  a  fact,  j\Ir.  Hall,  and  do  you  not  know  it 
to  be  a  fact,  that  the  insurance  departments  of  several  States  frankly 
deduce  and  make  statements  of  conditions,  apart  from  the  tables 
they  print,  such  as  to  whether  the  company  is  gaining  or  losing  ? 

Mr.  Hall.  I  have  sometimes  seen  some  statements  of  that  kind, 
but  do  not  think  it  is  an  invariable  practice. 

Mr.  Redfield.  Have  you  seen  such  statements  ? 

Mr.  Hall.  I  have  seen  such  statements ;  yes,  sir. 

Mr.  Johnson.  Is  it  possible,  then,  that  any  of  those  statements 
could  be  made  to  bull  or  bear  a  market  in  certain  stocks? 

Mr.  Hall.  They  might  be,  sir.  I  really  think  they  ought  not  to 
be  made  from  that  standpoint;  it  is  taking  sides  for  or  against  the 
coinpany. 

Mx.  Redfield.  For  instance,  do  you  regard  a  statement  of  this 
kind  as  one  that  would  protect  or  would  not  protect,  if  it  were  true, 
both  the  stockholders  and  policyholders  and  the  public  who  might 
become  either? 

The  literature  and  circulars  issued  contain  exaggerated  statements  as  to  the 
future  YOlume  of  business  and  statistics  not  based  upon  correct  premises  re- 
garding the  earnings  of  fire  insurance  companies. 

Mr.  Hall.  That  might  be  considered  as  a  criticism  of  the  company 
and  perhaps  might  be  in  protection  of  the  investors,  but  I  do  not  see 
that  the  policyholders  are  interested  in  that  at  all,  Mr.  Redfield. 

Mr.  Redfield.  If  you  were  planning  to  place  an  insurance  policy 
and  were  undecided  where  to  place  it,  and  a  company  came  to  you 
through  any  broker  of  whom  any  insurance  department  had  used  the 
language  which  I  have  just  quoted  from  the  insurance  department  of 
the  State  of  'New  York,  would  you  put  your  insurance  policy  with 
that  company? 

Mr.  Hall.  I  would  not  hesitate  to  do  it. 

Mr.  Redfield.  That  is  all. 
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Mr.  Johnson.  You  have  been  asked  the  question  several  times  as 
to  whether  or  not  a  policyholder  is  concerned  as  to  whether  the 
insurance  company  is  making  or  losing  money.  You  have  answered 
each  time,  as  I  understand  you,  that  it  was  your  opinion  that  the 
policyholder  was  not  concerned  as  long  as  the  company  was  solvent. 

Mr.  HLiLL.  That  is  my  idea  of  it,  Mr.  Johnson. 

Mr.  Johnson.  Let  me  see  if  we  can  illustrate  it  by  a  hypothetical 
case.  Suppose  the  Equitable  Life  Assurance  Society  held  a  mort- 
gage upon  the  property  of  the  Southern  Building  Corporation ;  need 
the  Equitable  Life  Assurance  Society  concern  itself  whether  the  cor- 
poration was  making  or  losing  money,  in  so  long  as  that  property  was 
worth  its  mortgage  debt  and  more  ? 

Mr.  Hall.  No,  sir;  and  especially  as  it  was  getting  its  regular 
interest  on  the  mortgage.  It  need  not  be  concerned,  because  that  is  a 
pure  investment,  and  so  long  as  the  security  for  it  is  alive  the  com- 
pany is  entirely  safe. 

Mr.  Redfield.  Have  you  no  knowledge,  Mr.  Hall,  as  to  whethfer 
any  sane  insurance  company  would  loan  any  money  anywhere  on  that 
basis  ? 

Mr.  Hall.  I  do  not  understand  you. 

Mr.  Redfield.  Read  the  question.  [The  question  was  read  by  the 
stenographer.]     Have  you  any  knowledge  of  it? 

Mr.  Hall.  I  have  not  very  much  knowledge  of  any  such  transac- 
tion, Mr.  Redfield,  but  it  seems  to  me  that  the  thing  an  insurance 
company  primarily  looks  for,  and  the  thing  that  we  primarily  con- 
sider in  making  the  examination  is  as  to  whether  the  company  is 
properly  secured,  and  as  to  whether  the  insurance  is  paid  when  due. 

Mr.  Redfield.  Did  you  ever  know  of  an  insurance  company  loan- 
ing money  on  real  estate  security  where  they  Imew  the  moral  and 
businesa  risk  other  than  the  security  was  bad  ? 

Mr.  Hall.  No;  I  do  not.    . 

Mr.  Redfield.  Do  you  not  know,  as  a  matter  of  fact,  that  they  will 
not  do  so  on  the  mere  real  estate  security  alone  ? 

Mr.  Ha-ll.  I  would  not  like  to  express  an  opinion  on  that,  Mr. 
Redfield,  because  I  am  not  familiar  with  just  what  they  do  do. 

Mr.  Redfield.  What  happens  to  a  company  that  loans  money  on 
real-estate  security  and  the  business  risk  collapses? 

Mr.  Hall.  The  company  takes  the  security,  takes  the  collateral. 

Mr.  Redfield.  And  they  must  foreclose  and  sell  the  property  in 
order  to  get  their  money  back? 

Mr.  Hall.  Yes,  sir.  They  are  thoroughly  protected  there,  are  they 
not? 

Mr.  Redfield.  Well,  are  they  as  a  matter  of  business  experience? 

Mr.  Hall.  It  does  not  seem  to  me  that  it  would  make  any  great 
difference  to  a  company  except  that  it  would  have  to  look  out  for 
sorae  other  means  of  investing  its  money,  but  so  far  as  the  Southern 
Building  is  concerned,  of  which  Mr.  Johnson  has  just  spoken,  suppose 
the  Equitable  did  foreclose  on  that,  if  they  could  get  their  $800,000 
out  of  it  and  their  regular  interest,  they  will  not  have  lost  anything, 
and  their  policy  holders  may  not  have  been  injured. 

Mr.  Redfield.  Is  it  not  a  fact  that  every  insurance  company  seeks 
to  avoid  just  that  condition  by  scrutinizing  with  great  care  the  busi- 
ness and  moral  risk  of  the  loan  as  well  as  the  real  estate  securitv  ? 
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Mr.  Hall.  They  do;  yes,  sir;  but  it  is  probably  because  they  do  not 
want  to  go  to  the  trouble  of  a  foreclosure ;  and  then  a  company  likes 
to  have  a  clean  record.  We  find  in  examining  companies  that  fre- 
quently they  brag  because  they  have  not  had  a  foreclosure  in  20 
years. 

Mr.  REoriELD.  That  shows  very  great  care  in  selecting  the  loans, 
does  it  not? 

Mr.  ELiLL.  Yes,  sir. 

Mr.  Redfield.  But  if  the  real  estate  security  is  all,  why  should 
they  fear  foreclosure? 

Mr.  Hall.  It  is  just  a  matter  of  pride,  I  should  say. 

Mr.  EEoriELD.  Is  it  not  a  fact  that  they  are  required  to  report 
property  taken  under  foreclosure? 

Mr.  Hall.  Yes. 

Mr.  Eedfebld.  Separately? 

Mr.  Hall.  Yes,  sir. 

Mr.  Redfield.  And  is  it  not  considered  an  evidence  of  lack  of  care 
in  their  real  estate  investments  if  they  have  any  considerable  amount 
of  it?  ■       • 

Mr.  Hall.  It  is  considered  very  bad  management,  but  the  security 
of  the  company  is  not  injured. 

Mr.  Redfield.  You  mean  the  real  estate  security  is  not  injured? 

Mr.  Hall.  No,  sir;  I  mean  so  far  as  the  company's  assets  are  con- 
cerned it  does  not  affect  their  assets. 

Mr.  Redfield.  Is  it  not  a  fact  that  every  company  that  has  had 
any  experience  in  taking  real  estate  under  foreclosure  has  suffered 
serious  losses  thereby? 

Mr.  PIall.  I  would  not  know  about  that,  Mr.  Redfield. 

Mr.  Redfield.  Do  you  recall  the  case  of  a  great  life  insurance  com- 
pany that  was  at  one  time  seriously  embarrassed  for  that  very  reason? 

Mr.  Hall.  Xo,  sir. 

Mr.  Redfield.  How  long  have  you  been  in  the  insurance  business? 

Mr.  Hall.  I  have  been  down  at  the  department  since  1904.  Is 
that  before  then  ? 

Mr.  Redfield.  I  do  not  want  to  keep  this  up  too  long,  but  do  you 
not  know,  as  a  matter  of  fact,  from  your  experience,  that  in  placing 
real  estate  mortgages  large  fiduciary  institutions  look  carefully  into 
the  moral  and  business  risk  as  well  as  the  real  estate  security  ? 

Mr.  Hall.  I  suppose  they  do,  but  I  do  not  know  it  positively.  I 
should  think  they  would. 

Mr.  Johnson.  If  a  large  financial  concern,  or  a  small  one,  either,  as 
far  as  that  is  concerned,  in  foreclosing  was  compelled  to  take  the 
mortgaged  property  instead  of  the  proceeds  from  it,  that  would 
mean  nothing  more  and  nothing  less  than  that  the  mortgaged  concern 
was  insolvent,  would  it? 

Mr.  Hall.  Yes,  sir. 

Mr.  JoiiNSOx.  So  long  as  it  was  solvent,  then  the  concern  lending 
the  money  would  not  have  to  take  the  mortgage  in  under  foreclosure, 
instead  of  the  money,  would  it? 

Mr.  Hall.  No  ;  it  could  get  its  money. 

Mr.  Johnson.  One  other  thing.  Is  Mr.  Stellwagen  here  regarded 
as  a  sane  man? 

Mr.  Hall.  Mr.  Johnson,  I  do  not  know  Mr.  Stellwagen  when  I 
see  him. 
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Mr.  Johnson.  You  know  of  his  standing  in  the  community,  though, 
do  you  not,  without  knowing  him  ? 

Mr.  Hall.  Yes,  sir ;  he  is  considered  to  be  a  very  careful  and  suc- 
cessful business  man. 

Mr.  Johnson.  Did  you  hear  him  testify  here  the  other  day  in  sub- 
stance that  when  he,  as  a  banker  of  large  experience,  came  to  loan 
money  that  he  did  not  care  whether  the  borrower  of  it  was  solvent  or 
insolvent  so  long  as  the  collateral  was  good  ? 

Mr.  BLiLL.  I  was  not  here,  Mr.  Johnson,  when  he  testified. 

Mr.  Johnson.  If  he  did  testify  to  that,  then,  as  I  understand  you, 
the  line  of  your  testimony  has  been  along  the  line  of  agreeing  with 
him  in  that? 

Mr.  Hall.  Yes,  sir.    I  certainly  would  agree  with  him  in  that. 

Mr.  Easbt- Smith.  Mr.  Hall,  do  I  understand  you  that  the  form  of 
the  report  that  you  and  Mr.  Curry  made  follows  in  detail  the  con- 
ventional form  agreed  upon  by  the  Convention  of  Insurance  Super- 
intendents and  Commissioners? 

Mr.  Hall.  Yes;  it  does. 

Mr.  Easbt-Smith.  And  contains  all  the  deductions  called  for  upon 
those  forms  ? 

Mr.  Hall.  Exactly. 

Mr.  Easbt- Smith.  Then,  if  that  is  a  bad  form,  it  is  not  so  much 
the  local  department  that  is  to  blame  as  the  convention  of  superin- 
tendents of  all  the  States  in  the  Union,  which  convention  has  adopted 
that  form? 

Mr.  Hall.  Yes,  sir.  I  think  the»people  who  had  the  most  to  do 
with  the  preparation  of  it  are  the  New  York  department. 

Mr.  Easby-Smith.  Mr.  Berger  has  told  you  in  the  course  of  his 
questions  that  your  report  was  all  wrong  in  not  doing  these  things. 
Do  you  know  any  law,  custom,  or  regulation,  either  here  or  else- 
where, which  would  show  that  the  form  and  contents  of  your  report 
are  all  wrong? 

Mr.  Hall.  No,  sir;  I  do  not. 

Mr.  Easby-Smith.  That  is  all. 

Mr.  Peouty.  These  convention  forms  you  refer  to  do  not  make  any 
provision  for  making  footnotes  and  explanatory  notes,  do  they  ? 

Mr.  Hall.  No  ;  they  do  not,  but  they  have  what  we  call  schedules 
which  follow  the  regular  financial  statement  and  give  the  details  of 
their  assets,  such  as  their  mortgage  loans  and  stocks  and  bonds  and 
cash  in  bank  and  all  of  that  sort  of  thing. 

Mr.  Peouty.  But  they  do  not  make  any  provision  for  calling  atten- 
tion to  special  things  that  you  detect  in  the  examination  ? 

Mr.  Hall.  No,  sir. 

Mr.  Peouty.  These  notes  that  you  put  to  your  report  here  are  not 
provided  for  in  the  conventional  reports,  are  they  ? 

Mr.  IIall.  No;  they  are  simply  a  discussion  of  what  goes  before 
it,  and  my  added  evidence  that- — 

Mr.  Peouty  (interposing).  And  the  conventional  form  does  not 
either  put  limitations  or  suggestions  to  you  as  to  that  ? 

Mr.  Hall.  No;  they  do  not.  And  furthermore,  the  conventional 
fc^rm  comes  primarily  from  the  insurance  company.  That  is,  when 
it  is  filled  out  it  is  signed  by  the  insurance  company  and  sworn  to 
by  their  officers  and  sent  to  each  department,  and  they  naturally 
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would  not  be  expected  to  make  any  comments  on  their  own  state- 
ment. 

Mr.  Bkrger.  ill'.  Hall,  in  other  words  they  formulate  their  own 
report? 

Mr.  Hall.  Who '. 

Mr.  Beegek.  The  insurance  companies. 

Mr.  Hall.  No,  sir.  We  send  them  these  blanlis,  JMr.  Berger,  ilie 
blanks  that  are  adopted  by  this  insurance  commissioners'  conven- 
tion^we  send  those  to  the  companies,  and  the  companies  have  to 
return  them  to  us.  Each  department  has  its  own  name  printed  on 
ihem  and  each  department  requires  its  own  blank  to  come  back  to  it 
sworn  to,  so  that  the  company  is  required  to  furnish  the  information 
called  for  by  that  blank. 

Mr.  Beeger.  Do  ynu  mean  to  say.  ]Mr.  Hall,  that  the  blanks  are 
the  same  all  over  the  country? 

Mr.  Hall.  Practically  the  same.  I  do  not  think  there  is  any 
change  unless  a  certain  State,  as  in  the  case  of  the  District  of  Colum- 
bia— our  law  requires  certain  information  from  the  fraternal  com- 
panies, so  that  when  we  get  the  convention  form  we  have  to  revise 
about  10  or  in  questions  in  there,  so  as  to  get  the  information  our 
\a.\\  requires.    Some  other  States  maj'  have  the  same  experience. 

Mr.  Beegeb.  I  can  not  see  how  the  blanks  of  the  State  of  Wisconsin 
can  be  the  same  as  those  of  the  District  of  Columbia  "are,  because  the 
insurance  laws  are  entirely  diflPerent  here  and  the  blanks  must 
necessarily  differ. 

Mr.  Hall.  Other  laws  may  prescribe  a  certain  form  of  statement, 
Mr.  Berger,  I  do  not  laiow ;  h\\\  I  laiow  the  insurance  commissioner 
of  the  State  of  Wisconsin  is  a  member  of  this  Insurance  Commis- 
sioners' Convention,  and  I  am  pretty  sure  that  they  use  the  same 
blanks.  I  Imow  it  is  the  same  all  over  the  country.  I  do  not  know 
of  any  department  that  does  not  use  the  standard  blank,  the  con- 
vention form. 

Mr.  Kedfield.  Mr.  Hall,  do  you  know  whether  Mr.  Ingham,  or 
some  one  in  the  department  at  his  suggestion,  once  prepared  a  form 
of  circular  letter  warning  people  against  either  of  these  companies, 
or  telling  them  about  them? 

Mr.  Hall.  A  circular  letter  warning  people  against  either  of  these 
companies  ? 

Mr.  Kedfield.  Yes. 

Mr.  Hall.  No,  sir ;  such  a  letter  as  that  has  never  been  prepared  to 
my  knowledge. 

IVIr.  E.EDFIELD.  Was  its  preparation  begun — of  such  a  letter? 

Mr.  Hall.  Not  to  my  knowledge.  I  never  heard  of  it.  It  is  the 
first  I  have  heard  of  it. 

Mr.  E.EDFIELD.  Are  you  in  the  office  all  the  time? 

Mr.  Hall.  No  ;  not  all  the  time.    I  am  most  of  the  day. 

Mr.  Eedfield.  Did  you  ever  hear  Mr.  Ingham  make  any  criticism 
in  the  office,  of  these  companies,  of  the  way  of  their  doing  business  ? 

Mr.  Hall.  I  have  heard  him  say  repeatedly  that  the  20  per  cent 
allowance  for  expense  and  commission  was  too  much,  but  he  added 
that  we  had  no  law  on  the  subject,  and  there  was  nothing  we  could 
do  about  it. 

Mr.  Eedfield.  Is  that  all  the  comment  you  ever  heard  him  make 
about  it? 
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Mr.  Hall.  I  think  when  they  fii'st  began  to  circulate  their  litera- 
ture he  made  some  adverse  comments  on  the  literature,  and,  in  fact, 
I  know  that  in  the  early  part  of  the  circulation  of  that  literature 
he  required  them  to  cut  out  some  reference  to  the  fact  that  the  com- 
pany was  under  Federal  supervision.  I  do  not  know  whether  this 
was  with  regard  to  one  company  or  the  other,  which  company,  or 
whether  it  was  with  regard  to  both,  but  I  know  that  in  a  report  which 
Mr.  Curry  made  sometime  ago  he  said  that  the  statement  of  the 
company — the  company  had  a  little  dodger  of  some  kind,  a  statement 
of  the  fact  that  it  was  under  Federal  control — that  that  was  mislead- 
ing, and  Mr.  Ingham  required  them  to  stop  that,  or  asked  them  to 
stop  that,  and  they  did  stop  that. 

Mr.  Eedfield.  Will  you  furnish  the  committee  a  copy  of  the  report 
which  Mr.  Curry  or  any  other  oiEcer  made  objecting  to  the  literature? 

Mr.  Hall.  Yes,  sir ;  I  can  get  it  from  our  office. 

Mr.  EEoriELD.  Did  or  did  not  Mr.  Ingham  saj'  anything  to  you, 
or  to  anyone  in  your  hearing,  commenting  upon  that  literature  which 
he  obliged  them  to  alter? 

Mr.  Hall.  I  do  not  recall  anything  further  than  that,  Mr.  Eed- 
field.  Our  discussions  there  in  the  office  are  largely  informal, 
and  Mr.  Ingham  frequently,  came  back  in  my  room  and  stopped  at 
the  side  of  the  desk  and  talked  about  something  or  othei-,  something 
done  there,  and  called  my  attention  to  it. 

Mr.  Redfield.  What  did  he  ever  say  about  thewe  companies. 

Mr.  Hall.  That  is  what  I  say.  I  do  not  recall  that  he  ever  made 
any  lengthy  discussion  of  them,  but  he  would  ask  me  what  I  thought 
of  this  or  that,  and  there  may  have  been  some  of  the  ad\ertising  lit- 
erature of  these  two  companies  considered  in  that  way. 

Mr.  Redfield.  More  than  this  one  of  which  you  have  spoken '. 

Mr.  Hall.  Yes ;  there  may  have  been. 

Mr.  REDFiELn^.  Try  and  refresh  your  memory  and  think  whether 
it  is  not  a  fact  that  you  recall  that  he  did  say  some  of  their  adver- 
tising literature  was  improper,  or  words  to  that  effect  ? 

Mr.  Hall.  I  do  not  recall  his  ever  having  said  that  some  of  their 
advertising  literature  was  improper.  I  remember,  now,  on  one  occa- 
sion he  did  say  that  he  thought  some  of  their  statements  were  per- 
haps a  little  optimistic,  but  they  were  matters  over  which  we  had  no 
control,  and  he  said  he  could  not  do  anything  about  it. 

Mr.  Redfield.  Did  he  express  a  desire  to  do  something  about  it  ? 

Mr.  Hall.  No  more  than  that  inference,  I  believe,  although  I  am 
not  quoting  his  exact  words,  Mr.  Redfield — — ■ 

Mr.  Redfield.  I  understand. 

Mr.  Hall  (continuing).  Because  I  do  not  recall  the  exact  conver- 
sation, and  there  were,  as  I  say,  little  snatches  of  conversation  had 
to-day  or  maybe  to-morrow  or  the  next  day,  or  something  of  that 
kind — ^just  interspersed. 

Mr.  Redfield.  As  you  have  thought  the  matter  over  now,  has  it 
come  to  your  memory  whether  he  ever  suggested  that  something 
should  be  done  to  tell  people  about  the  literature  in  any  way  ? 

Mr.  Hall.  No  ;  I  do  not  recall  anything  of  the  kind. 

Mr.  Redfield.  Was  any  action  ever  taken  to  alter  or  to  request  the 
alteration  of  any  other  literature  save  this  one  of  which  you  have 
spoken  ? 

Mr.  Hall.  Not  that  I  know  of. 
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Mr.  EEoriELD.  Had  Mr.  Ingham  any  authority  of  law  to  request 
them  to  alter  that  literature? 

Mr.  Hall.  No  ;  not  to  my  knowledge. 

Mr.  Eedfield.  Why  should  he  go  outside  of  the  law  to  ask  them  to 
alter  it? 

Mr.  Hall.  In  this  particular  instance  it  was  a  proposition  which 
we  have  continually  had  a  great  deal  of  trouble  about.  I  do  not  say 
invariably,  but  very  frequently,  companies  who  organize  under  the 
law  of  the  District  of  Columbia,  and  because  of  the  fact  that  that  law 
is  primarily  passed  by  Congress,  will  put  a  statement  in  their  litera- 
ture to  the  effect  that  they  are  incorporated  by  Federal  acts  or  in- 
corporated by  act  of  Congress;  and  I  know  in  two  or  three  in- 
stances— I  can  not  recall  the  companies — Mr.  Ingham  has  pointed  out 
to  the  companies,  and  Mr.  Drake  before  him  pomted  out  that  phrase, 
that  that  was  a  misstatement,  and  they  have  withdrawn  it.  I  know 
in  one  case  there  was  a  company  that  had  several  thousand  letter- 
heads printed  with  that  statement  on  them. 

Mr.  Johnson.  With  what  statement  on  them? 

Mr.  Hall.  With  the  statement  on  them  that  they  were  under  Fed- 
eral control,  because  they  were  incorporated  under  the  District  of 
Columbia  laws,  which  are  enacted  by  Congress.  So  that  that  one 
feature  is  a  feature  we  have  had  to  deal  with  frequently,  and  I  sup- 
pose they  still  do. 

Mr.  Redfield.  Why  should  he  do  that? 

Mr.  Hall.  Well,  because  it  is  a  misleading  statement.  He  could 
not  require  anybody  to  do  it,  but  he  could  ask  them  to  do  it. 

Mr.  Redfield.  And,  as  a  matter  of  fact,  they  always  did  it  when 
he  asked  them  to  do  it,  did  they  not? 

Mr.  Hall.  I  think  so. 

Mr.  Redfield.  But  there  is  no  law  forcing  them  to  do  it? 

Mr.  Hall.  No ;  they  did  not  have  to  do  it. 

Mr.  Redfield.  But  they  did? 

Mr.  Hall.  Yes,  sir. 

Mr.  Redfield.  That  is  all. 

Mr.  Easby-S:mith.  Mr.  Hall,  I  have  in  my  hand  a  volume  entitled 
"District  of  Columbia  Insurance  Reports,  1911."  That,  I  presume, 
contains  all  reports,  whether  reports  by  the  companies  or  reports 
of  examinations  made  by  the  department  of  companies  in  the  District 
during  1911  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby- Smith.  Is  a  volume  like  that  published  covering  every 
year? 

Mr.  Hall.  There  has  been  since  1909.  In  1907  and  1908  we  did 
not  publish  a  report. 

Mr.  Easby-Smith.  Are  these  annual  reports  printed  and  bound  in 
this  way  furnished  the  superintendent  of  every  State  in  the  Union? 

Mr.  Hall.  Yes,  sir. 

Mr.  Easby-Smith.  And  then  they  have  in  their  office  the„se  con- 
tinuous yearly  reports? 

Mr.  Hall.  Unless  they  throw  them  away. 

Mr.  Easby-Smith.  Did  you  ever  see  a  report  made  by  the  insur- 
ance department  of  New  York  commenting  upon  losses  during  the 
year,  whether  fire  losses  or  diminution  of  surplus,  in  the  official 
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reports  made  by  that  department,  calling  attention  to  it  as  distin- 
guished from  the  conventional  report? 

Mr.  Hall.  Not  in  their  report.  I  have  seen  some  of  their  ex- 
aminations, reports  of  examination,  on  certain  companies  Avhere 
they  would  make  some  such  deduction  as  that,  but  I  do  not  think 
they  make  an  invariable  practice  of  doing  that. 

Mr.  Easbx- Smith.  That  is  all. 

Mr.  Johnson.  Mr.  Tuttle,  will  you  take  the  stand? 

Mr.  Douglas.  l^Ir.  Chairman,  before  Mr.  Tuttle  is  examined  1 
would  like  to  put  in  evidence  a  letter  which  I  had  forgotten  while 
the  other  phases  of  the  investigation  were  on,  about  the  value  of  the 
Southern  Building  and  the  amount  of  insurance  carried.  This  is  a 
letter  from  the  Equitable  Life  Assurance  Society,  which  I  will  read 
into  the  record  if  there  is  no  objection. 

Mr.  Johnson.  Very  well. 

Mr.  Douglas  (reading)  : 

[The  Equitable  Life  Assurance  Society  of  the  United  States.     Office  of  Gerald  R.  Brown, 
comptroller.     120  Broadwaj',  New  York.] 


Loan  No. 

AUGI'ST  17,  1911.    , 
Southern  Building  Cobpokation, 

Washington,  D.  C. 
Gentlemen  :  We  have  your  lettei-  of  the  16th  instant,  advising  us  that  you 
intend  to  carry  $640,000  of  fire  insurance  on  the  Southern  Building,  as  that 
amount  is  80  per  cent  of  $800,000.  This  is  contrary  to  the  understauciing  we 
have  had  that  $800,000  of  insurance  was  to  be  carried.  We  would  require  that 
amount  of  insurance  if  the  foundations  of  the  building  were  not  excluded  from 
the  insurance,  as  that  amount  equals  80  per  cent  of  the  value  of  the  building, 
according  to  your  estimate  of  cost.  The  rule  of  this  society  requires  that  an 
amount  of  insurance  equal  to  80  per  cent  of  value  shall  be  maintained,  so  that 
in  the  event  of  a  serious  conflagration  the  full  amount  of  any  loss  up  to  that 
percentage  can  be  collected.  In  view  of  the  exclusion  of  the  foundations,  we 
are  willing  to  accept  $720,000  Are  insurance,  which  is  approximately  80  per  cent 
of  cost,  as  we  estimate  it.  You  will,  therefore,  please  effect  additional  insurance 
for  $80,000,  and  send  us  the  total  amount  required. 

Very  truly,  yours,  C.  J.  Mabtin, 

Deputy  C'omptrolJci . 

TESTIMONY  OF  ROBERT  R.  TUTTLE— Continued. 

Mr.  Redfield.  Mr.  Tuttle,  the  corporation  Tuttle,  Wightman  & 
Dudley  holds  three  promissory  notes,  one  from  E.  E.  Tuttle,  one 
from  B.  W.  Wightman,  and  one  from  F.  S.  Dudley,  each  for  $4,450. 
For  what  were  those  notes  given? 

Mr.  Tuttle.  They  do  not  hold  the  notes.  The  notes  have  been 
paid,  as  I  have  been  informed. 

Mr.  Eedfield.  When  were  they  paid? 

Mr.  Tuttle.  I  do  not  know  just  when. 

Mr.  Eedfield.  Is  it  not  the  fact  that  they  held  those  notes  on  the 
31st  day  of  December,  1912? 

Mr.  Tuttle.  I  think  so. 

Mr.  Eedfield.  For  what  were  those  notes  given? 

Mr.  Carusi.  I  think,  at  this  point,  if  the  committee  please,  that 
objection  might  be  made  to  an  attempt  to  introduce  into  the  record 
the  affairs  of  this  purely  private  corporation  unless  it  can  be  shown 
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to  have  some  connection  with  these  fire-insurance  companies  or  with 
the  office  of  the  superintendent  of  insurance. 

I  would  like  to  say,  in  this  connection,  to  very  briefly  argue  it,  that 
it  is  a  very  serious  question  in  my  mind  as  to  whether,  even  under 
the  widest  latitude  of  a  congressional  invitation  that  Congress  itself, 
much  less  one  branch  of  Congress  acting  through  a  committee,  has 
any  right  to  conduct  an  inquisition  into  the  affairs  of  a  purely  pri- 
vate corporation. 

I  have  never  raised  that  point  before;  and  when  this  resolution 
was  shown  me  by  Mr.  Henry,  before  it  came  out,  and  I  was  asked 
whether  I  would  make  any  comment  or  objections,  I  said  none,  be- 
cause we  wished  to  have  the  doors  thrown  wide  open;  but  when  the 
inquiry  now  comes  to  be  narrowed  down  to  purely  private  and  per- 
sonal matters  between  members  of  a  private  corporation,  I  think  it 
far  transcends  any  legal  right  on  the  part  of  the  committee  and  is 
II n  invasion  of  the  rights  of  a  private  corporation.  As  I  say,  with- 
out any  extended  argument,  I  wish  to  put  that  thought  into  the 
minds  of  the  committee. 

Mr.  Rbdfield.  Mr.  Chairman,  the  committee's  resolution  is  in  the 
record. 

Mr.  JoHxsox.  The  resolution  is  a  very  broad  one.  It  goes  so  far 
a&  to  say  that  the  history  of  each  of  these  concerns  and  everybody 
connected  with  each  of  them  may  be  inquired  into.  That  authority 
has  been  conferred  by  the  House  upon  this  committee.  The  question 
T10W  raised  by  Mr.  Carusi  is  as  to  the  authority  of  the  House  to 
confer  that  power. 

Mr.  Carusi.  Not  precisely.  I  ha^'e  not  made  myself  clearly  under- 
stood. I  think  it  might  be  assumed  always  that  if  an  authority 
is  susceptible  of  two  constructions,  one  of  which  is  in  accordance 
with  law  and  the  other  of  which  would  make  the  extent  of  the  au- 
thority doubtful,  we  would  have  to  adopt  that  construction  which 
is  in  accordance  with  legal  principles.  While  it  is  true  that  this 
resolution  does,  in  terms,  give  the  right  to  investigate  the  history  of 
these  companies  and  their  associates,  I  take  it  if  this  committe", 
could  consider  that  resolution  as  giving  them  a  right  to  inquire,  for 
instance,  into  my  college  career,  on  the  ground  that  that  is  part  of 
the  history  of  one  of  the  associates  of  one  of  these  companies,  it 
would  at  once  be  seen  that  such  was  not  the  intent  of  the  resolution. 

Mr.  JoHNsox.  My  understanding  of  the  resolution  is  that  it  refers 
to  pertinent  history. 

Mr.  Carusi.-  Yes ;  something  that  will  throw  light  upon  the  rela- 
tions of  these  companies  to  a  department  of  the  District  government, 
which  Congress  has  absolutely  the  right  to  investigate. 

Mr.  REoriELD.  And  we  are  also  instructed  to  inquire  into  the  af- 
fairs of  Tuttle.  Wightman  &  Dudley. 

Mr.  Carusi.  And  their  associates. 

Mr.  Redfield.  Their  methods  and  their  management,  and  this 
question  is  directly  addressed  to  inquire  into  the  methods  of  Tuttle, 
Wightman  &  Dudley. 

Mr.  Carusi.  May  I  ask  Mr.  Eedfield  to  indicate  to  the  committee, 
as  a  means  of  arriving  at  the  pertinence  of  these  questions,  what 
this  does  tend  to  prove,  this  question  as  to  why  members  of  a  private 
corporation  have  borrowed  money  from  the  private  corporation,  if 
that  be  the  fact?    What  relevancy  has  it  to  any  question? 
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Mr.  Redfiled.  I  am  not  prepai'ed  nor  am  I  required  to  answer  that 
question.  The  question  is  within  the  resolution,  clearly,  and  I  must 
insist  upon  an  answer. 

Mr.  Peouty.  Let  me  make  a  suggestion  here  that  possibly  will 
throw  light  upon  it,  or  at  least  throw-light  upon  my  own  thought 
and  I  have  thought  several  times  of  that  situation  which  you  suggest^ 
and  I  have  had  it  very  clearly  in  mind  that  I  would  not  encourage  at 
least  any  examination  into  the  affairs  of  Tuttle,  Wightman  &  Dud- 
ley beyond  their  immediate  connection  with  this  company.  In  think- 
ing that  matter  over  and  applying  it  to  some  facts  that  have  been 
clearly  developed  in  this  hearing,  it  would  seem  to  me  to  be  very  perti- 
nent to  the  matter  of  inquiry  as  to  the  financial  responsibility  of 
Messrs.  Tuttle,  Wightman  &  Dudley,  for  this  reason:  For  instance^ 
take  the  question  asked  and  the  facts  developed  in  Mr.  Hall's  testi- 
mony, that  at  the  time  that  he  made  the  examination  there  was 
$117,000  of  money  that  Tuttle,  Wightman  &  Dudley  had  collected  on 
partial  payments. 

Mr.  Berger.  I  did  not  catch  that  last  part. 

Mr.  Prouty.  Of  course  there  is  now  a  great  deal  more,  but  at  that 
time  there  was  $117,000  of  money  that  they  had  taken  out  as  com- 
missions on  stock  that  they  had  sold  and  on  which  there  were  only 
partial  payments  made.  They  took  their  share  of  the  premiums 
in  full  out  of  the  first  payments.  There  is  a  provision  in  the  contract 
that  provides  that  in  the  case  subsequent  payments  are  not  made 
Tuttle,  Wightman  &  Dudley  shall  refund  these  amounts,  aggregating 
probably  now  something  like  $200,000  as  an  offhand  guess.  Now, 
suppose  that  the  other  parties  should  fail  to  pay  in  the  balance  of 
those  installments,  then  there  would  be  a  very  large  amount  of  money 
due  from  Tuttle,  Wightman  &  Dudley  to  these  insurance  companies, 
and  therefore  it  seems  to  me  to  be  a  perfectly  pertinent  inquiry  to 
ascertain  in  what  shape  their  assets  were. 

Mr.  Caettsi.  I  think  any  direct  question  to  Mr.  Tuttle  as  to  what 
their  financial  responsibility  is  would  be  proper. 

Mr.  Peouty.  He  has  no  financial  responsibility ;  it  is  purely  Tut- 
tle, Wightman  &  Dudley,  because  the  members  of  this  copartnership 
are  absolved  from  liability  by  incorporating,  and  therefore  the  sole 
source  the  companies  would  be  compelled  to  resort  to  would  be  the 
financial  standing  of  the  corporation  of  Tuttle,  Wightman  &  Dudley. 

Mr.  Carusi.  Then,  Judge,  agreeing  with  you  on  that  proposition, 
at  least  for  the  present,  if  it  is  developed  as  to  whether  those 
notes  held  by  Tuttle,  Wightman  &  Dudley  (Inc.)  are  worth  their 
face  value  or  less,  it  seems  to  me  a  question  to  that  effect  would  be 
proper ;  but  if  you  interrogate  the  witness  as  to  why  the  members  of 
Tuttle,  Wightman  &  Dudley  (Inc.)  borrowed  money  from  some  other 
member  of  Tuttle,  Wightman  &  Dudley  (Inc.),  that  is  certainly 
trespassing  upon  private  rights,  I  respectfully  submit. 

Mr.  Redfield.  I  call  your  attention  to  the  fact  that  we  are  just 
now  inquiring  into  the  methods  and  means.  I  want  to  know  the 
methods,  their  financial  methods,  not  for  my  own  use,  but  for  the 
purpose  of  this  committee ;  what  were  the  financial  methods  of  this 
company  as  regards  a  borrower  of  money,  and  what  were  its  methods 
as  regards  paying  dividends,  and  what  were  its  methods  as  regards 
collections  of  moneys  due  it  from  these  companies;  any  light  that 
can  be  thrown  upon  those  things.    That  is  all  I  want  to  know. 
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Mr.  Cartjsi.  I  think  any  question  directed  along  that  line  I  would 
not  object  to,  but  I  did  object  to  the  form  of  the  question  as  to  why 
somebody  gave  somebody  else  a  promissory  note. 

Mr.  Eedheld.  It  is  part  of  the  methods. 

For  what  purpose  was  this  note  given,  Mr.  Tuttle? 

Mr.  Caeusi.  I  would  like  to  have  the  committee  pass  upon  my  ob- 
jection on  the  constitutional  ground. 

jMr.  Proutv.  I  think  it  would  depend  entirely,  in  my  mind,  upon 
what  his  answer  would  be.  If  this  was  given  as  part  of  the  capital 
stock  of  the  company  that  is  a  perfectly  pertinent  question.  I  do  not 
iknow  whether  that  is  what  it  was.  I  can  not  tell.  It  is  impossible 
to  tell.  I  would  join  in  Mr.  Carusi's  request  to  exclude  from  this 
record  what  was  of  a  purely  personal  nature  that  would  not  affect 
the  assets  of  Tuttle,  Wightman  &  Dudley. 

Mr.  Caeusi.  I  do  not  know  myself  how  he  is  going  to  answer,  but 
I  thought  at  this  point  my  objection  ought  to  be  stated. 

Mr.  Beegee.  Let  us  see  what  he  answers,  then  we  will  decide 
whether  we  are  going  to  exclude  it  or  keep  it  in.  Would  not  that  be 
the  best  way  ? 

Mr.  CAEtrsi.  Then  it  could  be  excluded. 

Mr.  Johnson.  I  think  that  counsel  has  consented  to  that. 

Mr.  Tuttle.  Now,  if  you  will  read  the  question  to  me. 

The  question  was  read  by  the  stenographer. 

Mr.  Tuttle.  I  will  have  to  have  the  preceding  question. 

The  Stenographee  (reading).  "Is  it  not  a  fact  that  they  held 
those  notes  on  the  31st  day  of  December,  1912  ?  " 

Mr.  Tuttle.  There  was  a  question  before  that. 

The  Stenographer  (reading) : 

Mr.  Tuttle,  the  corporation  of  Tuttle,  Wightman  &  Dudley  holds  three  prom- 
issory notes — one  from  R.  R.  Tuttle,  one  from  R.  W.  Wightman,  and  one  from 
F.  S,  Dudley,  each  of  $4,450.    For  what  were  those  notes  given? 

Mr.  Tuttle.  I  answered  that  they  did  not  hold  them  now. 

My  recollection  is  that  the  plan  of  selling  the  First  National  stock 
had  been  altered  a  little  bit  at  one  time,  so  that  those  who  took  25 
shares  had  the  right  to  take  and  were  offered  the  immediate  right 
to  take  50  shares  instead  of  25.  In  those  cases  where  we  took  the  50 
shares  instead  of  the  25  the  company  paid  us  the  commission,  as  I 
understand  it.  That  amounted,  we  will  say,  to  $20,000  or  $21,000— 
whatever  it  amounted  to";  I  have  forgotten  now.  The  matter  was 
called  to  the  attention  of  our  general  counsel,  and  he  said  that  w^ 
should  not  take  the  commission,  should  not  receive  the  commissions 
until  certain  payments  had  been  made — ^until  all  of  the  25  shares  had 
been  paid  for  and  certain  payments  made  on  the  50  shares.  There- 
upon we  refunded  the  money  and  will  get  it  again  when  it  becomes 
due,  according  to  the  opinion  of  our  general  counsel. 

Mr.  Eedfield.  And  these  notes  represent  the  pending  liability  until 
such  time  as  the  notes  will  be  paid  out  of  the  accruing  commissions? 

Mr.  Carusi.  They  have  been  paid,  he  said. 

Mr.  Tuttle.  They  have  been  paid. 

Mr.  Eedfield.  Then  that  time  has  already  come;  they  have  been 
paid  out  of  accrued  interest? 

Mr.  Tuttle.  No,  no ;  not  out  of  accrued  interest. 

Mr.  Eedfield.  How  were  they  paid  ? 
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Mr.  Tun'LE.  They  were  paid  out  of  Tuttle,  Wightman  &  Dudley's 
money  not  derived  from  that  source. 

Mr.  E.EDFIELD.  Out  of  funds  in  the  treasury  ? 

Mr.  Tuttle.  Yes,  sir. 

Mr.  Eedfield.  That  is  to  say,  these  three  notes,  given  individually, 
have  been  refunded  out  of  individual  funds  to  the  treasury  of  Tuttle, 
Wightman  &  Dudley  ? 

Mr.  Tuttle.  I  do  not  know  whether  they  have  been  refunded  indi- 
vidually or  by  the  corporation  of  Tuttle,  Wightman  &  Dudley. 

Mr.  Redi'ield.  How  could  the  corporation  pay  notes  to  itself  ? 

Mr.  Tuttle.  I  do  not  know.  I  can  look  on  the  books  and  see. 
The  books  are  the  best  record  of  that. 

Mr.  Eedfield.  Do  you  mean  that  the  corporation  had  upon  its 
books  credits  to  the  accounts  of  these  different  gentlemen,  which 
credits  being  canceled  the  notes  were  surrendered  ? 

Mr.  Tuttle.  The  books  will  show  for  themselves.  I  have  never 
looked  at  the  books  for  that. 

Mr.  Eedfield.  As  a  matter  of  fact,  you  do  not  know  what  the  pro- 
cedure was  at  the  time  those  notes  were  paid,  do  you  ? 

Mr.  Tuttle.  No ;  I  do  not. 

Mr.  Eedfield.  Mr.  Carusi,  do  you  know? 

Mr.  Caeusi.  I  do  not. 

Mr.  Eedfield.  Will  you  investigate  and  report  to  this  committee. 
Mr.  Tuttle? 

Mr.  Tuttle.  Yes. 

Mr.  Eedfield.  Mr.  Tuttle,  have  you  not  gotten  the  information  for 
which  the  committee  asked  as  to  the  exact  amount  that  has  been  re- 
ceived by  each  of  you  three  gentlemen  from  dividends  ? 

Mr.  Tuttle.  No;  I  was  not  requested — my  understanding  is  that 
I  was  not  requested  to  get  the  amounts  that  we  individually  received 
but  the  total  amount  of  dividends  declared,  and  I  got  that  and 
brought  it  up  here  the  day  after  I  was  on  the  stand.  I  do  not  know 
just  where  it  is  now,  but  I  have  a  pretty  fair  recollection  of  what 
the  amount  is.    I  can  state  it  from  recollection.    It  is  $113,000. 

Mr.  Douglas.  It  is  stated  in  there  [referring  to  accountant's  re- 
port] . 

Mr.  Eedfield.  Mr.  Tuttle,  I  find  that  the  house  of  Tuttle,  Wight- 
man  &  Dudley  had,  upon  the  31st  of  December,  a  note  from  Ashley 
M.  Gould  for  $495,  attached  to  which  was  100  shares  of  stock  in  the 
First  National  Fire  Insurance  Co.  Is  it  not  a  fact  that  that  was 
money  borrowed  by  Ashley  M.  Gould  from  Tuttle,  Wightman  &  Dud- 
ley for  the  purpose  of  paying  for  the  100  shares  of  stock  in  the  First 
National  Co.,  and  that  the  stock  was  attached  to  the  note  and  is  held, 
by  Tuttle,  Wightman  &  Dudley  as  collateral? 

Mr.  Tuttle.  What  date  was  that? 

Mr.  Eedfield.  December  31,  1912. 

Mr.  Tuttle.  December  31,  1912  ? 

Mr.  Eedfield.  Yes. 

Mr.  Tuttle.  I  do  not  think  so,  Mr.  Eedfield.  I  think  that  that 
transaction  occurred  in  October,  1912. 

Mr.  Eedfield.  I  am  not  giving  you  the  date  of  the  note  or  the  date 
of  the  transaction;  I  am  simply  telling  you  that  on  that  date  that 
note  existed  in  the  treasury  of  Tuttle,  Wightman  &  Dudley,  with  the 
stock  attached  to  it  as  collateral. 
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Mr.  TuTTLE.  I  could  not  tell  you  whether  it  was  at  that  time  in  the 
treasury  of  Tuttle,  Wightman  &  Dudley  or  not.  I  remember  in 
October  that  transaction  took  place,  and  whether  that  note  has  been 
paid  or  not  I  could  not  tell  without  looking  at  the  books. 

Mr.  Redfield.  Is  it  not  the  fact  that  that  stock  was  sold  to  Ashley 
M.  Gould  at  par;  that  is,  for  $600? 

Mr.  Tuttle.  I  do  not  remember  the  amount  of  it,  Mr.  Redfield.  I 
know  that  Judge  Gould  has  a  thousand  dollars'  worth  of  stock  for 
which  he  has  paid  the  company. 

Mr.  Redfield.  Is  it  not  a  fact  that  $495  out  of  that  thousand  or 
out  of  whatever  he  paid  was  borrowed  on  the  same  stock  from  Tuttle, 
Wightman  &  Dudley  ? 

Mr.  Ttjttle.  I  think  it  is. 

Mr.  Redfield.  During  the  year  1912  Messrs.  Tuttle,  Wightman  & 
Dudley  each  drew  out  $7,450  as  salaries,  which  was  charged  to  the 
First  National  Fire  Insurance  Co.  stock  expense  account.  On  De- 
cember 19  it  was  decided  that  those  salaries  should  be  refunded. 
That  payment  was  made  in  cash  to  the  First  National  Fire  Insurance 
Co.  to  the  amount  of  $15,7r)0.91.     Why  was  that  refund  made? 

Mr.  Tuttle.  If  that  is  the  same  item,  and  I  assume  it  must  be,  I 
ha\e  just  explained  that,  that  the  attention  of  the  general  counsel 
was  called  to  it,  that  that  should  not  have  been  drawn  until  certain 
payments  had  been  made  on  the  second  subscriptions  of  25  shares 
from  the  same  parties  who  had  the  first  25  shares. 

Mr.  Redfield.  I  lall  your  attention  to  the  fact,  Mr.  Tuttle,  that  it 
is  not  the  same  transaction. 

Mr.  Tittle.  Well,  it  is  the  same  transaction.     There  are  not 

Mr.  Redfield  (interposing).  The  three  notes  for  $4,450  each  were 
in  existence  on  the  31st  day  of  December,  1912.  The  refund  which 
I 

Mr.  Ttjttle  (interposing).  Oh,  yes. 

Mr.  Redfield  (continuing).  The  refund,  which  I  now  call  your 
attention  to  of  $15,750.91,  was  made  upon  December  19  on  account  of 
three  notes  aggregating  $22,350.  What  was  the  occasion  for  the  re- 
fund? 

Mr.  Tuttle.  I  do  not  believe  that  there  was  but  one  transaction, 
and  that  that  is  the  one  that  I  referred  to. 

Mr.  Redfield.  The  records  of  Tuttle,  Wightman  &  Dudley  show 
that  each  of  the  three  gentlemen  named  drew  out  $7,450  of  salaries, 
and  that  on  December  19  there  was  a  refund  made  on  account  of 
these  salaries  of  $15,750.91.  Now.  why  were  those  large  amounts  re- 
funded to  the  company  ? 

Mr.  Tuttle.  It  is  the  same  transaction.  I  am  sure  of  it.  To  my 
knowledge  there  never  were  two  transactions,  and  that  is  the  one 
that  I  referred  to  in  my  testimony  a  few  moments  ago. 

Mr.  Redfield.  But  the  statement  of  the  accountant  is  that  one  was 
salaries  drawn  out  in  the  early  part  of  the  year  and  which  were  re- 
funded on  December  19,  which,  perhaps,  it  may  refresh  your  niemory 
to  know,  is  three  days  or  thereabouts  after  this  investigation  was 
ordered.  The  other  is  a  transaction  which  you  have  testified  was  a 
matter  of  commissions  taken  out  sooner  than  your  counsel  thought 
was  proper,  and  which  were  still  pending  in  the  shape  of  notes  on 
the  31st  of  December,  1912.  Now,  will  you  explain  the  whole  thing 
fully  to  us? 
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Mr.  TuTTLE.  The  only  thing  I  can  say  is  that  there  was  only  one 
transaction,  and  I  can  not  help  how  the  accountant  has  got  it.  I  still 
say  that  there  was  only  one  transaction,  which  is  the  one  I  have  testi- 
fied to. 

Mr.  Redfield.  Is  it  possible  that  that  one  transaction  could  have 
collected  these  two  sums  together,  and  have  amounted,  therefore,  t© 
at  total  of  approximately  $35,000,  part  of  which  was  taken  as  salaries 
and  part  as  commissions? 

Mr.  Tttttle.  The  books  will  show  that. 

Mr.  Redfield.  The  books  show  it  as  I  have  stated  the  question  to- 
you.     Have  you  no  other  explanation  to  make? 

Mr.  Tuttle.  I  do  not  know  whether  the  books  show  it  or  not. 

Mr.  Cartjsi.  I  suggest  that  the  witness  see  it. 

Mr.  TuTTUE  (after  examining  the  report).  I  rather  imagine  that 
the  same  thing  appears  on  the  books  pf  the  First  National  and  on  jthe 
books  of  Tuttle,  Wightman  &  Dudley,  and  the  accountant  has  gotten 
two  separate  transactions  of  what  really  is  one  transaction. 

Mr.  Peouty.  I  was  going  -to  suggest  that  we  have  before  us  the 
reports  of  the  actuary  appointed  by  this  board  which,  of  course, 
has  become  part  of  the  evidence  in  this  case,  but  it  seems  to  me  t© 
be  perfectly  proper  that  counsel  on  the  other  side  should  be  given 
a  copy  of  it  with  a  chance  to  examine  it. 

Mr.  Johnson.  I  was  going  to  surest.  Judge  Prounty,  before  we 
take  a  recess,  if  the  counsel  wished,  the  copy  furnished  to  me,  which 
I  shall  call  the  committee's  copy,  be  inserted  in  the  record,  and  that 
they  may  have  a  chance  to  study  it,  and  then  I  wish  to  say  to  counsel 
that  I  have  asked  the  accountant  to  remain  here  so  that  you  may  havfe 
an  opportunity  to  cross-examine  him  upon  his  report,  and  I  will 
ask  you  to  reach  him  as  soon  as  you  can.  I  take  it  you  want  to 
study  the  report  before  you  wish  to  take  it  up. 

Mr.  Cartjsi.  There  may  be  some  items  that  we  may  like  to  have 
him  explain. 

Mr.  Easby-Smith.  At  this  point,  Mr.  Redfield,  if  the  committee 
please,  I  have  gone  over  this  to  see  if  there  is  anything  unfair  to  my 
client,  and  I  find  that  the  accountant  has  included  under  items  for 
legal  services,  G.  W.  Ingham,  $50,  page  23.  I  independently  madfr 
examination  of  the  books,  checks,  vouchers,  and  accounts  of  these 
companies  so  far  as  they  might  relate  to  my  client.  That  check  and 
voucher  on  its  face  shows  that  it  was  for  expenses  incurred  by  the 
superintendent  of  insurance,  traveling  expenses,  and  I  ask,  whe» 
he  goes  on  the  stand,  that  he  be  required  to  bring  with  him'  the  check 
and  voucher  covering  that  item,  so  that  we  may  see  what  it  is. 

Mr.  Peouty.  Who  was  that? 

Mr.  Easby-Smith.  Your  accountant. 

Mr.  Peouty.  I  suppose  he  has  that  knowledge? 

Mr.  Easby-Smith.  He  had  the  particular  check  and  voucher  in 
his  possession  when  I  was  making  my  investigation  on  what  Mr. 
Ingham  had  told  me. 

Mr.  Peouty.  He  can  bring  that. 

Mr.  Easby-SmiTh.  I  ask  that  he  bring  that,  so  that  it  may  appear 
what  it  is — ^that  it  is  not,  as  a  matter  or  fact,  for  legal  services. 

Mr.  Redfield.  Mr.  Tuttle,  will  you  look  at  the  last  pagfe  of  the 
repor-t,  please— Exhibit  G?     The  statement  is  made  in  Exhibit  G, 
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attached  to  this  report,  that  you  received  $33,000  in  dividends  dur- 
ing the  year  1912  from  Tuttle,  Wightman  &  Dudley ;  that  Mr.  Wight- 
man  received  $33,000  and  Mr.  Dudley  received  $33,000;  that  Mr. 
Carusi  received  $8,100;  that  Judge  Gould  received  $1,100  and  Mr. 
Davis  received  $220.     Are  those  statements  correct? 

Mr.  Tutted.  Why,  I  assume  they  are ;  and,  that  being  the  case,  I 
would  like  to  correct  my  previous  testimony  whei-e  I  said  we  paid 
$113,000  dividends,  because  tliis  shows  $108,420. 

Mr.  Redfield.  Would  you  not  also  like  to  correct  your  testimony 
appearing  on  page  1576,  to  the  effect  that  it  was  about  $75,000? 

Mr.  Ttjttle.  In  which  volume? 

Mr.  RedfIeld.  In  this  volume  [handing  volume  of  testimony  to  the 
witness]. 

Mr.  Ttjttle.  Judge  Prouty  asked  me  whether  we  had  ever  de- 
clared any  dividends — Tuttle,  -Wightman  &  Dudley — and  I  replied 
that  we  had,  and  told  him  that  I  did  not  know  how  much  in  total, 
but  that  I  could  get  the  figures.  Then  he  wanted  me  to  tell  him  ap- 
proximately, and  I  said  about  $76,000,'  because  I  thought  I  had  got 
about  $25,Ci00  at  the  time. 

Mr.  Peouty.  Then  you  wish  to  correct  the  testimony  on  page  1576 
to  agree  with  the  statement  made  in  Exhibit  G  ? 

Mr.  Ttjttle.  I  do  not  know  that  it  is  necessary  to  correct  it,  be- 
cause it  was  evident  that  I  did  not  know  and  that  I  approximated  it 
at  his  request. 

Mr.  Protjty.  I  think  the  entire  report  and  exhibits  furnished  by 
the  accountants  in  regard  to  the  Commercial  Fire  Insurance  Co.,  the 
First  National  Fire  Insurance  Co.  of  the  United  States,  and  Tuttle, 
Wightman  &  Dudley  (Inc.)  ought  to  be  put  in  the  record. 

Mr.  Johnson.  If  there  is  no  objection,  it  may  go  in  the  record  at 
this  point. 

The  report  and  exhibits  referred  to  are  as  follows : 

COMMERCIAL  FIRE  INSURANCE  CO. ;  FIRST  NATIONAL  FIRE  INSUR- 
ANCE CO.  OF  THE  UNITED  STATES ;  TUTTLE,  WIGHTMAN  &  DUDLEY 
(INC.). 

Report  and  Exhibits. 
[Dec.  31.  1912.] 

IPrice,  Waterhouse  &  Co.,  chartered  accountants ;  Dickinson,  Wllmot  &  Sterrett,  certified 

public  accountants.] 

New  Tork,  January  25,  191S. 
Hon.  Ben  Johnson, 

Chairman  of  the  Committee  on  the  District  of  Columbia, 

House  of  Representatives,  Washington,  D.  C. 
Dear  Sir:  In  accordance  with  tlie  instructions  received  from  you  on  the 
27tli  ultimo,  we  have  made  an  examination  of  the  books  and  accounts  of  the 
Commercial  Fire  Insurance  Co.  for  the  year  ended  December  31,  1912,  and  of 
those  of  the  First  National  Fire  Insurance  Co.  of  the  United  States  and  Tuttle, 
Wightman  &  Dudley  (Inc.)  since  these  companies  commenced  business,  and 
have  pleasure  In  submitting  herewith  our  report,  together  with  the  following 
exhibits : 

COMMERCIAL   PIRIE   INSURANCE   CO. 

Exhibit  A.  Balance  sheet,  December  31,  1912. 

Exhibit  B.  Income  and  expenditure  account  for  the  year  ended  December  31, 
1912. 

FIRST    NATIONAL    FIEE    INSURANCE    CO.    OF    THE    UNITED    STATES. 

Exhibit  C.  Balance  sheet,  December  31,  1912. 

Exhibit  D.  Income  and  expenditure  account  for  the  jerlod  ended  December  dl, 
1912. 
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TUTTLE,    WIGHTMAN    &    DUDLEY    (INC.). 

Exhibit  E.  Balance  sheet,  December  31,  1912. 

Exhibit  F.  Profit  and  loss  account  for  the  year  ended  December  31,  1912. 
Exhibit  G.  Statement  of  dividends  paid  during  the  year  ended  December  31, 
1912. 

INTRODUCTORY. 

In  making  a  verification  of  the  assets  and  liabilities  of  the  three  companies 
we  have  adopted  December  31,  1912,  as  most  convenient,  as  the  fiscal  periods 
of  each  of  the  companies  end  at  that  date. 

The  accounts  of  the  fire  incurance  companies  may  be  set  forth  upon  two  bases : 
Firstly,  in  accordance  with  that  made  obligatory  by  the  rules  laid  down  by  the 
insurance  department,  and,  secondly,  on  an  income  and  expediture  basis,  which 
will  reflect  as  clearly  as  possible  the  true  operating  results  of  the  year.  Copies 
of  the  accounts  for  the  year,  as  prepared  for  the  insurance  department,  have 
already  been  submitted  to  you,  and  as  our  figures  substantially  agree  we  are 
annexing  to  this  report  only  the  statements  of  account  made  up  on  an  income 
and  expenditure  basis. 

At  the  outset,  before  dealing  with  the  details  of  the  accounts  of  the  individual 
companies,  we  would  draw  your  attention  to  some  of  the  more  important  points 
disclosed  in  the  appended  exhibits,  which,  in  our  opinion,  are  drawn  up  to  show 
the  true  results. 

The  operations  of  the  Commercial  Fire  Insurance  Co.  for  the  past  year  have 
resulted  in  a  loss  amounting  to  $131,957.44,  and  $28,632.60  has  been  paid  out  in 
dividends  to  the  stockholders;  the  surplus  of  this  company  has  thus  been  de- 
pleted by  some  $160,000.  At  the  beginning  of  the  year  1912  the  company  had  a 
surplus,  after  adjusting  the  commission  chargeable,  which  approximated  $100,- 
000,  and  it  will  be  seen,  therefore,  that  not  only  has  the  commencing  surplus 
entirely  disappeared,  but  the  surplus  subscribed  by  stockholders  during  the 
year  has  been  encroached  upon  to  the  extent  of  some  $60,000.  On  October  31, 
1912,-  $210,669.06  was  added  to  the  surplus,  representing  the  company's  share 
of  its  interest  in  the  appreciation  in  the  property  known  as  Southern  Build- 
ing, which  is  jointly  owned  with  the  First  National  Fire  Insurance  Co.  Fur- 
ther, an  amount  of  $281,488.81  was  received  in  cash  on  account  of  subscrip- 
tions to  surplus,  out  of  which  $130,795.80  was  paid  to  the  brokers,  Tuttle, 
Wightman  &  Dudley  (Inc.),  under  the  stock-selling  contract. 

The  First  National  Fire  Insurance  Co.  commenced  writing  fire  insurance  in  De- 
cember, 1912,  and  made  a  small  loss,  amounting  to  $5,156.70.  Subscriptions  to 
the  capital  stock  and  surplus  began  in  March,  1912,  and  up  to  December  31, 1912, 
$488,287.50  had  been  received  on  account  of  subscriptions  to  surplus,  out  of 
which  $223,224.13  was  paid  to  Tuttle,  Wightman  &  Dudley  (Inc.)  for 
placing  the  stock.  The  First  National  Fire  Insurance  Co.  also  credited  to  its 
surplus  the  same  proportion  of  the  appreciation  of  the  interest  in  the  Southern 
Building  as  was  added  by  the  Commercial  Fire  Insurance  Co. 

Tuttle,  Wightman  &  Dudley  (Inc.)  commenced  business  in  March,  1911, 
although  the  company  was  not  actually  Incorporated  until  November  23 
of  that  year.  Up  to  December  31,  1911,  this  company  made  a  profit  before 
charging  directors'  salaries,  amounting  to  $7,716.89,  of  $5,470.81,  and  during 
the  past  year  the  company  made  a  profit  of  $137,105.24,  of  which  $108,420  was 
distributed  in  cash  dividends  to  the  stockholders. 

In  considering  the  affairs  of  these  three  companies,  it  must  be  borne  in  mind 
that  the  underwriting  and  stock  selling  of  the  two  fire  insurance  companies  have 
been  effected  through  Tuttle,  Wightman  &  Dudley  (Inc.),  the  stockholders  of 
which  are  represented  on  the  directorate  of  the  fire  insurance  companies. 

The  income  of  Tuttle,  Wightman  &  Dudley  (Inc.)  has  been  derived  en- 
tirely from  its  connection  with  the  two  insurance  companies  through  Its 
underwriting  and  stock-selling  contracts  with  them.  The  profit  shown  is  due 
largely  to  the  commissions  derived  from  selling  the  stock  of  the  two  insurance 
companies,  and  these  commissions  have  been  charged  against  the  surplus  sub- 
scribed by  the  stockholders  of  the  insurance  companies.  It  must  be  pointed  out, 
however,  that  the  loss  sustained  by  the  Commercial  Fire  Insurance  Co.  on  under- 
writing business  is  not  reflected  in  the  profit  shown  by  the  underwriting  com- 
pany, which,  according  to  statements  submitted,  has  made  little  or  no  profit  on 
the  underwriting  business. 

Commercial  Fire  Insurance  Co. 

HISTORY  and  organization. 

The  Commercial  Fire  Insurance  Co.  was  organized  for  the  purpose  of  con- 
ducting a  fire  Insurance  business  within  the  limits  of  the  District  of  Columbia 
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on  May  17,  1890,  with  a  capital  stock  of  20,000  shares  of  a  par  value  of  $5 
each.  This  capital  remained  the  same  until  the  beginning  of  the  year  1911, 
and  up  to  that. date  the  company  had  accumulated  a  surplus  of  some  $35,000. 
In  May,  1911,  a  certificate  was  filed  with  the  recorder  of  deeds  amending  the 
first  and  fifth  sections  of  the  original  certificate  of  incorporation  to  the  effect 
that  the  company  might  engage  in  writing  tornado,  earthquake,  automobile, 
marine,  and  lightning  insurance  in  addition  to  fire  insurance,  and  might  estab- 
lish agencies  and  do  business  outside  as  well  as  in  the  District  of  Columbia. 

On  February  2,  1910,  the  company  entered  into  a  contract  with  John  A. 
Kelly,  of  New  York,  appointing  him  general  agent  for  effecting  reinsurance 
outside  the  District  of  Columbia  with  the  Potomac  Insurance  Co.,  of  the 
District  of  Columbia,  and  the  Franklin  Insurance  Co.,  of  Washington,  D.  C. 

In  the  early  part  of  1911  negotiations  were  entered  into  with  Robert  R. 
Tuttle  relative  to  the  purchase  by  him,  in  whole  or  in  part,  of  the  stock  of  the 
company  for  a  price  to  net  the  stockholders  $7.72  a  share,  and  on  February  7 
a  special  committee  reported  that  an  agreement  between  the  trustees  of  the 
company  and  Robert  R.  Tuttle  had  been  approved.  On  the  21st  of  February 
the  cancellation  of  the  underwriting  contract  with  John  A.  Kelly  was  author- 
ized, and  on  March  6,  1911,  a  new  contract  was  ratified  with  Tuttle,  Wlghtman 
&  Dudley  as  underwriters. 

On  June  12.  1911,  the  stockholders  voted  to  increase  the  capital  to  $125,000, 
and  on  the  siinie  date  the  offer  of  the  I'rotective  Corporation  to  purchase  the 
additional  issue  at  a  price  to  net  the  company  $8  per  share  was  accepted. 

On  August  22.  1911,  a  resolution  was  passed  increasing  the  caijltalization  to 
$250,000  by  the  issue  and  sale  of  25,000  additional  shares  of  a  par  value  of  $6 
each,  through  Tuttle,  Wigbtman  &  Dudley,  at  $10  per  share,  less  a  commission 
to  them  of  7J  \>e\.-  cent  and  an  allowance  for  selling  expenses,  which  was  not  to 
exceed  12*  per  t<'nt,  or  in  other  words,  at  a  price  to  net  the  company  $8  per 
share.  The  contriict  with  Tuttle,  Wightman  &  Dudley  was  executed  on  Septem- 
ber 27,  1911.  On  October  24,  1911,  it  was  resolved  to  increase  the  capitalization 
to  $1,()00,000.  the  additional  issue  of  stock  to  be  sold  through  Tuttle,  Wightman 
&  Dudley  at  the  ."^ame  price  and  upon  the  same  tenns  for  commission  and  ex- 
penses as  those  of  the  last  issue  of  25,000  shares. 

On  April  17,  1912,  it  was  resolved  to  increase  the  selling  price  of  the  shares 
from  $10  to  $11  per  share  for  the  following  reasons,  as  given  in  the  minutes: 

'■  Whereas  the  increased  volume  of  business  now  being  transacted  by  this  com- 
pany as  a  result  of  the  steady  increase  in  subscriptions  to  its  capital  and 
surplus,  and  Ihe  consequent  large  addition  to  its  agency  plant  and  premium 
income  justifies  the  expectation  that  the  profits  of  the  company  will  increase 
proportionately. 
"And  whereas  it  is  deemed  equitable  and  just  to  the  existing  stockholders  of 
the  company  that  those  who  seek  to  purchase  stock  hereafter  and  share 
in   the   increased  profits  of   the  company   should   pay   a   correspondingly 
higher  price  :^or  their  stockholdings:  Now,  therefore, 
"  Be  it  resolved,  That  so  much  of  the  third  issue  of  the  capital  stock  of  this 
company  as  is  not  taken  by  existing  stockholders  before  June  1,  1912,  under 
their  optional  privilege  to  increase  their  present  holdings  at  the  present  market 
price  of  $10  per  share,  shall,  on  and  after  that  date,  be  offered  for  sale  to  the 
public  generally  at  an  advance  in  price  to  $11  per  share." 

On  November  11,  1912,  a  resolution  was  passed,  to  take  effect  on  and  after 
January  1,  1913,  still  further  increasing  the  selling  price  of  the  stock  to  $12 
per  share,  in  accordance  with  a  resolution  of  the  board  of  trustees,  reading  as 
follows : 

"  Resolved,  That  whereas  the  stockholders  ot  this  company  by  resolution  duly 
passed  according  to  law  on  the  22d  day  of  August,  1911,  voted  to  increase 
the  capital  stock  of  this  company  by  the  issue  and  sale  of  additional  stock ; 

"And  whereas  a  ready  market  was  found  for  the  sale  of  much  of  this  stock  at 
$10  per  share,  the  board  of  directors,  by  resolution  passed  on  the  17th  day 
of  April,  1912,  advanced  the  price  of  said  stock  to  $11  per  share  upon  the 
ground  that  at  the  time  of  the  passage  of  said  resolution  the  stock  had 
increased  in  value  over  its  previous  selling  price  on  account  of  the  large 
volume  of  business  then  being  transacted  by  this  company,  as  well  as  the 
increase  in  subscriptions  to  its  capital  and  surplus  and  the  consequent  large 
addition  to  its  agency  plant  and  premium  income; 
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"And  whereas  since  tlie  passage  of  said  last-mentioned  resolution  tbe  company 

has  earned  for  its  stockholders  a  large  sum  of  money  and  has  also  largely 

increased  its  subcribed  capital  and  its  paid-up  capital  since  the  date  of  the 

last-mentioned  resolution,  in  addition  to  paying  the  regular  12  per  cent 

dividends  has  added  greatly  to  the  amount  of  surplus  on  hand  at  the  date 

of  the  passage  of  said  resolution  on  April  17,  thus  further  increasing  the 

actual  value  of  the  stock:  Now,  therefore  be  it 

"  Resolved,  That  on  and  after  the  payment  of  the  dividend  payable  January 

1,  1913,  that  no  more  of  the  capital  stock  of  this  company  shall  be  sold  at  less 

than  $12  per   share." 

The  amount  of  paid-up  capital  as  at  December  31,  1912,  was  $430,790,  and  a 
certificate  was  filed  with  the  recorder  of  deeds  January  15,  1913,  authorizing 
this  amount.  In  addition,  there  had  been  received  In  cash  on  account  of  stock 
subscriptions  $29,829.41,  and  there  remained  unpaid  subscriptions  at  $10  per 
share  amounting  to  $20,743.74  and  on  account  of  subscriptions  at  $11  per  share 
$43,848.10,  or  a  total  of  $64,591.84. 

BALANCE  SHEET. 


Real  estate. — The  item  appearing  under  this  heading  in  the  balance  sheet 
represents  one-half  interest  in  the  Southern  Building  and  it  is  discussed  later 
under  a  separate  caption  of  this  report.  It  may  be  mentioned  here  that  when- 
ever the  assets  or  liabilities  connected  with  the  Southern  Building  are  shown 
in  the  balance  sheet  of  either  of  the  insurance  companies,  one-half  of  the  item 
Is  taken  up  by  each. 

Furniture  and  fixtures. — The  departmental  form  of  account  requires  insur- 
ance companies  to  write  off  expenditures  on  furniture  and  fixtures  as  a  charge 
against  the  profit  of  the  year  in  which  they  were  incurred.  In  stating  the  ac- 
counts on  an  income  and  expenditure  basis,  we  think  it  is  preferable  to  absorb 
expenditures  on  assets  of  this  character  over  the  serviceable  life  of  the  equip- 
ment and  consequently  we  have  written  off  one-fifth  against  the  profits  for  the 
year  and  carried  the  remainder  of  the  expenditure  forward  as  an  asset. 

Mortgage  loans. — All  the  mortgages  held  by  the  company  are  on  property  ia 
the  District  of  Columbia,  excepting  one  of  $25^000  in  Fort  Wayne,  Ind.,  given 
by  H.  and  A.  A.  Marriotte  to  the  Tri-State  Loan  &  Trust  C!o.  of  that  city,  and 
assigned  by  it  to  this  company,  with  three  bonds  of  a  par  value  of  $25,000 
maturing  January  22,  1915.  We  note  that  the  rate  of  interest  in  the  mortgage 
is  6  per  cent,  while  that  on  the  bonds  is  5  per  cent,  the  company  receiving  5 
per  cent.  The  principal  and  interest  are  guaranteed  by  the  Tri-State  Loan  & 
Trust  Co. 

Commissions  on  unearned  premiums. — In  the  departmental  form  of  account 
'he  company's  income  is  credited  with  the  proportion  of  earned  premiums  only 
And  is  charged  with  commissions  on  the  entire  writings  whether  earned  or  un- 
earned. Whilst  it  is  proper  that  the  amount  of  earned  premiums  only  should 
oe  taken  up  as  income  for  the  period,  on  the  other  hand,  from  an  income  and 
expenditure  standpoint,  the  proiwrtion  of  the  commissions  on  these  earned 
premiums  only  should  be  considered  as  an  expense  and  the  difference  carried 
to  the  balance  sheet  as  a  deferred  charge  to  future  underwriting.  The  asset 
appearing  on  the  balance  sheet  is  34  per  cent  of  the  unearned  premiums,  this 
percentage  representing  the  ratio  of  commissions  to  premiums  for  the  past  three 
years. 

Capital  stock. — ^Under  a  ruling  of  the  Superintendent  of  Insurance,  the  in- 
surance companies  are  at  present  carrying  the  partly  paid  capital  on  separate 
books.  In  the  balance  sheet  annexed  we  have  shown  the  entire  capital  liability, 
separating  that  paid  from  the  unpaid. 

The  directors  of  the  company  held  stock  as  follows  at  December  31,  1912 : 


Shares. 

George  W.  Atkinson 10 

Charles  F.  Carusi 55 

John  W.   Childress 30 

Allen  C.  Clark 10 

F.    T.    Dubois Nil. 

F.   S.   Dudley 20i 

Ashley  M.  Gould 10 

P.  F.  Grove 10 


Shares. 

Robert  N.  Harper 297 

W.  F.  Roberts 40 

J.  L.  Smith 10 

R.  R.  Tuttle 1494 

M.    Wiegand 10 

R.    Wightman 14* 

Robert  J.  Wynne lO' 
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Surplus. — For  the  purpose  of  facilitating  the  consideration  of  this  account, 
the  items  entering  into  the  surplus  account  may  be  classified  as  profit  or  loss 
derived  from  the  underwriting  business,  surplus  resulting  from  direct  subscrip- 
tions and  thirdly,  surplus  resulting  from  the  Increment  in  value  of  the  permanent 
assets  of  the  company. 

We  set  forth  below  a  statement  of  the  surplus  account  for  the  two  years  end- 
ing December  31,  1912,  which  has  been  drawn  up  on  the  lines  above  Indicated : 

Surplus  Jan.  1,  1911  (per  booths) $35,385.77 

Add: 

Adjustment  in  respect  of  deferred  commissions $9,  000. 00 

Profits  for  the  year  ending  Dec.  31,  1911 6,  222. 16 

15, 222. 16 


50, 607. 93 
Deduct  loss  for  the  year  ending  Dec.  31,  1912 131,957.44 


Deficit  Dec.  31,  1912,  before  deducting  dividend  paid  or -adding  sur- 
plus subscribed  or  arising  from  appreciation  in  real  estate 81, 349.  51 

Add  dividends  paid : 

Tear  ending  Dec.  31,  1911 $7,  000. 00 

Year  enduig  Dec.  31,  1912 28,632.60 

35, 632. 60 


Deficit  Dec.  31,  1912,  before  adding  surplus  subscribed  or  arising 

from  appreciation  in  real  estate 116,982.11 

Add  surplus  paid  in  by  stocliholders $371, 488.  81 

Less  stocli  commissions  and  expenses  paid 163,  515.  80 

—    207,973.01 


Sui-plus  Dec.  31,  1912,  after  adding  amount  subscribed 90,990.90 

Add  appreciation  in  interest  in  Southern  Building 210,669.06 


Surplus  Dec.  31,  1912,   per  balance  sheet 301,659.96 

The  dividends  declared  and  paid  during  the  two  years  ending  December  31, 
1912,  were  as  follows : 


Date  paid. 


Dividends. 


Date 
declared. 


Amount. 


January.  1911. 

July,  1911 

January.  1912. 
July,  1912 


3  per  cent 

3  per  cent  and  1  per  cent  extra. 
3  per  cent  and  3  per  cent  extra. 
6  per  cent 


Dec.  12,1910 
June  12,1911 
Dec.  11,1911 
June  13,1912 


$3,000.00 
4,000.00 
12,000.00 
16,632.60 


Total. 


35,632.60 


With  reference  to  the  payment  of  dividends  which  have  been  charged  to 
surplus  account  in  the  year  1911,  we  note  that  the  profits  earned  plus  the  accu- 
mulated surplus  brought  forward,  which  is,  we  understand,  made  up  of  profits 
resulting  from  underwriting  in  previous  years,  amply  provides  the  amount  of 
dividends  paid.  In  the  year  1912,  however,  as  has  already  been  pointed  out, 
the  losses  sustained  more  than  absorb  the  remaining  profits  from  the  under- 
writing business,  consequently  the  dividends  were  paid  out  of  the  surplus  sub- 
scribed by  the  stockholders.  Whilst  we  do  not  liuow  of  any  legal  obligation 
hi  id  upon  insurance  companies  prohibiting  payment  of  dividends  out  of  sur- 
plus arising  from  premiums  on  capital  stock,  such  a  course  is  financially  un- 
sound, and  it  is  interesting  to  note  tliat  Federal  legislation  in  the  fields  to 
which  it  applies  does  not  permit  payment  of  dividends  out  of  capital.  The 
national-bank  act,  section  5204,  prohibiting  the  payment  of  unearned  dividends 
by  national  banks,  declares : 

"  No  dividends  shall  ever  be  made  by  any  association  while  it  continues  its 
banking  operations  to  an  amount  greater  than  its  net  profits  then  on  hand,  de- 
ducting therefrom  its  losses  and  bad  debts." 

The  foregoing  language  clearly  prohibits  the  payment  of  dividends  out  of 
capital-stock  premiums,  as,  while  such  premiums  would  form  a  part  of  the 
surplus  of  the  company,  they  are  in  no  sense  profits.  The  Interstate^  Commerce 
Commission  has  laid  down  a  definite  -'    — e 
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to  be  credited  to  an  account  designated  "  Premiums  realized  on  capital  stock," 
the  balance  of  this  account  to  be  carried  permanently  Unless  extinguished  by 
discounts  offsetting  premiums  or  by  retirement  of  stock.  The  public-service 
commissions  of  the  States  of  New  York  and  New  Jersey  also  follow  this  prece- 
dent. It  would  thus  appear  that  even  if  insurance  companies  are  not  pro- 
hibited from  paying  dividends  out  of  capital-stock  premiums,  the  whole  trend 
of  Federal  legislation  is  against  such  practice. 

In  considering  the  question  of  the  dividends  paid,  it  must  be  borne  in  mind 
that  these  dividends  were  declared  in  June  and  that  the  full  extent  of  the  losses 
diclosed  by  the  accounts  at  the  end  of  the  year  were  not  known  at  the  time  the 
dividend  was  declared.  A  rough  estimate  of  the  position  at  May  31  shows  that 
the  company  had  sustained  a  loss  on  the  operations  for  the  first  five  months 
of  the  year,  and  under  these  circumstances  the  policy  of  declaring  a  6  per  cent 
semiannual  dividend  is,  in  our  opinion,  open  to  question. 

INCOME  AND   EXPENDlTtTEE   ACCOUNT. 

The  fire  losses  incurred  during  the  year  together  with  the  adjusting  expenses, 
were  117  per  cent  of  the  net  premium  income.  We  find  that  no  extraordinary 
losses  occurred  in  any  one  place  and  that  the  average  loss  was  not  large. 

The  underwriting  expenses  for  the  year  were  slightly  over  60  per  cent  after 
crediting  the  proportion  of  commissions  paid  during  the  year  on  unearned  pre- 
miums. Included  in  the  salaries  of  oflScers  and  employees  and  directors'  fees 
are  the  following  amounts: 

President,  W.  S.  Hoge $458.26 

President  and  vice  president,  Robert  E.  Tuttle 955.71 

Vice  president,  Ashley  M.  Gould 526. 25 

Counsel,  Charles  F.  Carusl 2,103.75 

Secretary,  Paul  F.  Grove 2,529.84 

Assistant  secretary,  John  McKee 1,999.92 

Payments  to  other  trustees  and  members  of  finance  committee 1,  310. 00 

Total 9,  883.  73 

First  National  Fire  Insurance  Co.  of  the  United  States. 

history  and  organization. 

This  company  was  incorporated  under  subchapter  4  of  chapter  18  of  the  Code, 
of  Laws  of  the  District  of  Columbia,  on  July  9,  1912.  The  object  for  which  it 
was  formed  was  to  carry  on  a  general  fire,  inland  marine,  tornado,  and  auto- 
mobile insurance.  The  capital  stock  at  the  time  of  incorporation  was  fixed  at 
$250,000,  divided  into  50,000  shares  of  the  par  value  of  $5  each,  which  amount 
was  to  be  increased  to  $1,000,000  as  soon  as  authorized,  under  the  provisions 
of  section  635  of  the  Code  of  Laws  of  the  District  of  Columbia.  On  December 
23,  1912,  at  a  meeting  of  the  stockholders,  it  was  resolved  that  the  capital  stock 
of  the  company  was  to  be  increased,  in  accordance  wifrh  its  charter,  to  $1,000,000. 
On  December  30,  1912,  a  certificate  was  filed  with  the  recorder  of  deeds  that  the 
amount  of  capital  actually  paid  in  was  $320,000. 

Prior  to  July  9,  1912,  the  work  of  organization  and  promotion  of  the  company 
had  been  carried  on  by  means  of  an  organization  committee,  the  first  meeting 
of  which  was  held  on  January  5,  1912,  this  committee  working  through  an  execu-' 
five  committee.  On  that  date  the  organization  committee  executed  a  contract 
with  Tuttle,  Wightman  &  Dudley  (Inc.)  determining  the  percentage  of  expense 
and  commission  which  was  to  be  paid  for  services  in  connection  with  obtaining 
the  subscriptions,  the  underwriters  to  be  the  judges  of  the  propriety  and  neces- 
sity of  any  items  of  expense  incurred  up  to  the  limit  of  12J  per  cent,  and  to 
receive  74  per  cent  commission. 

The  accounts  of  the  organization  committee  were  kept  distinct  up  to  July  15, 
1912,  when  the  totals  were  transferred  to  the  books  of  the  new  corporation. 
The  first  stock  subscriptions,  according  to  the  organization  committee  cash 
book,  were  received  on  March  1,  1912,  about  160  subscriptions  being  refunded 
for  various  reasons. 

The  organization  committee  executed  a  contract  on  July  11,  1912,  wilh  Tuttle, 
Wightman  &  Dudley  (Inc.)  for  underwriting.  On  July  18  it  was  reported  to 
the  organization  committee  that  the  full  2,000  ownerships  which  had  been 
asked  for  had  been  secured. 


1818  INVESTIGATION   OP   INSURANCE   COMPANIES. 

The  underwriting  and  the  stock-sale  contracts  were  ratified  by  the  company 
on  July  11,  1912.  The  company  started  to  underwrite  iu  December.  Prior  to 
that  time  practically  all  of  the  expense  Incurred  was  on  aocouut  of  obtaining 
the  stock  subscriptions. 

BALANCE  SHEET. 

Commissions  on  uneapned  premiums. — As  iu  the  case  of  the  t'omniercinl  Fire 
Insurance  Co..  we  have  carried  to  the  asset  side  of  the  company's  balance  sheet 
a  deferred  charge  to  future  underwriting,  which  is  the  proportion  of  commis- 
sions on  unearned  premiums  determined  in  the  manner  described  in  the  section 
of  this  report  dealing  with  a  corresponding  asset  of  the  Couunercial  Fire  In- 
surance Co. 

Capital  stock. — We  find  that  detailed  stockholders'  records  do  not  agree  with 
the  controlling  account  in  the  general  ledger,  there  being  a  small  discrepancy 
6f  some  75  shares,  which  the  secretary  of  the  company  is  now  engaged  in  locat- 
ing. It  will  be  seen  on  referring  to  the  balance  sheet  that  the  fully  paid  capital 
stock  is  shown  as  $675  more  than  the  amount  authorized  in  the  certificate  filed 
with  the  recorder  of  deeds  already  referred  to.  This  excess  represents  sub- 
scriptions which  have  been  paid  in  full  for  which  no  authorization  has  been 
received. 

The  amount  of  partly  paid  capital  subscribed  and  the  amount  of  subscrip- 
tions thereon  remaining  unpaid  are  set  forth  in  the  balance  sheet.  It  is,  how- 
ever, impracticable,  without  a  considerable  amount  of  work,  to  show  how  much 
remains  unpaid  according  to  installments. 

The  directors  of  the  company  held  stock  as  follows  at  Dei-euiber  31,  1912: 

Shares. 

George    W.   Atkinson 50 

Charles  F.  Carusi 100 

J.   L.   Cassin Nil. 


W.  J.   Davi.s 50 

P.  T.  Dubois Nil. 

F.    S.   Dudley 300 

Ashley  M.  Gould 100 


Shares. 

Robert  X.  Harper 100 

J.    McKee Nil. 

H.   C.   Shober 100 

J.  L.  Smith 25 

R.  R.  Tuttle 300 

R.    Wightman 300 

Robert   .7.   Wynne 100 


Stirpliis. — .\s  this  company  has  operated  for  so  short  a  period,  we  do  not  tliink 
it  necessary  to  submit  here  an  exhibit  of  the  surplus  account. 

INCOME  AND  EXPENDITURE  ACCOUNT. 

Included  in  the  item  of  salaries  of  officers  and  employees  and  finance  com- 
mittee fees  are  the  following  amounts  paid  to  the  officers : 

President,  Robert  J.  Wynne $1,250.82 

Vice  president,  Ashley  M.  Gould 375.00 

Secretary,  W.  J.  Davis 343.75 

Counsel,  0.  F.  Carusi 1,249.98 

3, 219.  55 

No  directors'  fees  have'*een  actually  paid  out  by  this  company,  but  the 
finance  committee  members  receive  $5  a  meeting,  and  were  paid  $620  in  all. 
The  fees  of  the  organization  committee  and  the  directors  and  the  executive 
committee  were  paid  by  Tuttle,  Wightman  &  Dudley  (Inc.),  and  charged  by 
them  as  part  of  the  stock-selling  expeuse  to  this  company.  The  total  receipts 
by  the  various  members  of  the  board  or  the  committees,  including  the  above- 
mentioned  amount  of  $620,  were  as  follows: 

Robert  X.  Harper $450 

Robert  J.  Wynne 395 

George  W.  Atkinson 300 

Charles  F.  Carusi ^ 470 

Ashley  JI.  Gould 280 

H.  C.  Shober 250 

W.  H.  Ingersoll 200 

J.  L.  Smith 170 

W.  J.  Davis 125 

P.  S.  Dudley 215 

R.  R.  Tuttle 220 

R.  Wightman 75 


Total 
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TUTTLE,  WiGHTMAN  &  DUDLEY    (INC.). 
HIST08Y   AND   ORGANIZATION. 

This  company  was  incoriiorated  under  subchapter  4  of  chapter  18  of  the 
Code  of  Laws  of  the  District  of  Columbia,  the  certificate  of  incorporation  being 
filed  on  November  23,  1911.  The  object  of  the  company,  as  set  forth  in  the 
certificate,  was  to  do  a  general  insurance  business  as  agents,  brokers,  and 
imderwriters.  The  names  of  the  incorporators  were  R.  R.  Tuttle,  R.  Wight' 
man,  F.  S.  Dudley,  W.  J.  Davis,  and  C.  F.  Carusi. 

The  company  has  a  capital  stock  of  $10,000,  divided  into  1,000  shares  of  $10 
each,  and  it  took  over  from  the  underwriting  firm  of  Tuttle.  Wightman  &  Dud- 
ley the  contracts  and  other  assets  of  the  partnership  firm.  According  to  the 
terms  of  the  minutes  of  the  first  meeting  of  the  board  of  directors,  held  on 
November  23,  1911,  the  company  accepted  the  offers  of  R.  R.  Tuttle,  R.  Wight- 
man,  and  F.  S.  Dudley  to  sell  the  above-mentioned  interests  for  $1,000  in  cash 
and  fully-paid  stock  of  par  value  of  $9,000.    ' 

We  are  informed  that  no  proper  stock  certificate  book  has  been  kept,  but  that 
certificates  to  the  amount  of  $10,000  were  issued.  The  secretary  keeps  a  trans- 
fer record  which,  on  December  31,  1912,  showed  the  following  to  be  stockholders 
of  record : 

r.ir  value. 

Charles  F.  Carusi $750 

W.  .T.Davis 20 

F.  g.  Dudley 3.000 

Ashley  M.  Gould 100 

R.  R.  Tuttle 3,000 

R.   Wightman 3,000 

Stock  in  treasury 130 


10,000 


As  far  as  we  can  ascertain,  no  actual  cash  was  subscribed  for  the  above  stock. 
It  would  appear  that  Messrs.  Tuttle.  Dudley  &  Wightman  each  turned  back  33J 
shares  into  the  treasury  and  that  of  this  treasury  stock  75  shares  were  issued 
to  C.  F.  Carusi,  2  shares  to  W.  J.  Davis,  and  10  shares  to  A.  II.  Gould  for 
services  rendered. 

We  understand  that  the  stockholders  look  upon  this  company  more  in  the 
light  of  a  private  partnership,  and  it  is  for  this  reason  that  the  stock  records 
were  not  entirely  complete.  The  matter  of  capital  stock  does  not  appear  on  the 
books  of  the  company,  and  in  the  balance  sheet  submitted  herewith  we  have  set 
up  the  capital  stock  as  a  liability  and  per  contra  shown  the  value  of  the  con- 
tracts, etc.,  purchased  by  the  company.  No  regular  minute  book  has  been  kept, 
but  typed  copies  of  three  meetings  are  on  record,  as  also  are  the  by-laws. 

The  books  of  the  company  were  started  in  March,  1911,  although  the  com- 
pany was  not  actually  incorporated  until  the  23d  day  of  November,  1911,  and 
our  examination  has  extended  back  to  the  former  date. 

BALANCE    SHEET. 

Oood  will,  contracts,  and  agency  plant. — ^This  item  represents  investment  in 
contracts  and  agency  plant,  etc.,  and  is  made  up  as  follows : 
Gpod  will    purchased    from    partnership    of    Tuttle,    Wightman    & 

Dudley , $9,  000. 00 

Less  stock  returned  by  members  of  firm  to  the  treasury 1.000.00 

8,000.00 
Add  stock  issued  to  following  persons  for  services: 

Charles  F.  Carusi $750.00 

W.  J.  Davis 20.00 

Ashley  M.  Gould 100.00 

870. 00 

8.  870. 00 
Add  the  proportion  of  expenses  incurred  on  account  of  agency  plant 

since  beginning  business  to  Dec.  31,  1912 3,870.39 


12,  740.  39 
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We  are  informed  that  tie  company  considers  that  there  is  considerable  value 
attached  to  the  good  will  of  the  agency  plant,  and  that  the  value  placed  on  this 
asset  Is  fully  justified.  It  is  not  clear  to  us,  however,  whether  the  actual 
agency  reports  and  policy  register  are  property  of  the  fire  insurance  companies 
or  of  this  company,  but  there  is  undoubtedly  a  good-will  interest  In  these 
records. 

Investments. — The  company  holds  the  following  investments,  evidence  for 
which  has  been  duly  produced  to  us : 

Commercial  Fire  Insurance  Co.  stock,  197J  shares  at  cost $1,870.85 

160  shares  taken  over  from  the  Protective  Corporation $1,  600.  00 

Less  amounts  paid  by  subscribers,  which  will  be  applied  to 

the  purchase  of  fully-paid  stock  to  be  issued  to  them__        320.  00 

1, 280. 00 

3, 150.  85 
On  the  31st  day  of  October  the  company  discounted  a  note  for  $6,000 
with  the  District  National  Bank  and  with  the  proceeds  purchased 
600  shares  of  the  stock  of  the  First  Xationul  Fire  Insurance  Co., 
which  were  issued  to  Messrs.  Tuttle,  AVightman,  and  Dudley  individ- 
ually— 200  shares  each.  These  certificates  are  Indorsed  in  blank 
and  are  held  by  the  company.     This  stock  is  carried  on  the  books 

at  the  par  value  of 6,000.00 

The  company  also  holds  a  mortgage  from  0.  S.  and  L.  D.  Frye  for 1,  000.00 

10, 150. 86 
Bills  and  accounts  reccivahlc. — The  bills  receivable  held  by  the  company  are 
as  follows: 

U.  K.  Tuttle $4,450 

R.    Wlghtman 4, 450 

F.  S.  Dudley , 4,450 

Ashley  M.  Gould 495 

Henry    Wilkins 200 

14,  045 
The  first  three  mentioned  bills  were  given  to  refund  advances  on  account  of 
salaries  made  during  the  year;  the  notes  mature  on  March  19,  1913.  The  note 
due  by  Ashley  M.  Gould  was  given  on  November  1,  1912,  and  is  due  on  January 
30,  1913,  aud  we  understand  this  represents  an  advance  made  in  connection  with 
the  purchase  of  100  shares  of  stock  of  the  First  National  Fire  Insurance  Co., 
which  shares  are  attached  to  the  note  as  collateral  security. 

The  agency  balances  represent  amounts  due  to  the  company  by  sundry  agents 
and  we  iire  informed  are  considered  good  and  coltectible  in  full. 
The  item  sundry  debtors  is  made  up  as  follows : 

F.  T.  Dubois $2,500.00 

J.  Lewis  Smith 222.75 

S.  J.  Johnson 85.39 

R.  A.  Richardson 1.50 

R.  W.  Power 314.54 


3, 074. 18 

The  first-mentioned  account  was  originally  charged  to  First  National  Fire 
Insurance  Co.  stock-selling  expense  account  as  legal  expenses,  but  it  is  now 
charged  up  as  an  account  receivable.  All  these  items,  we  are  informed,  will  be 
recovered  in  full. 

Surplvs. — Details  of  this  account  are  set  forth  in  the  exhibits. 

It  may  be  mentioned  here  that  during  the  year  1912  Messrs.  Tuttle,  Wight- 
man,  and  Dudley  each  drew  out  $7,450,  or  $22,350  in  all,  as  salaries,  which  was 
charged  to  the  First  National  Fire  Insurance  Co.  stock  expense  account.  On 
December  19  it  was  decided  that  these  salaries  should  be  refunded,  and  pay- 
ment was  made  in  cash  to  the  First  National  Fire  Insurance  Co.  of  the  amount 
of  $15,750.91,  the  balance  being  due  by  this  company  to  the  First  National  Fire 
Insurance  Co.,  which  represented  overdrawn  expense.  In  addition  to  the  fore- 
going salaries  to  officers,  Mr.  Carusi,  as  the  legal  adviser  to  the  company,  re- 
ceived $2,500,  which  legal  expense  was  charged  to  First  National  Fire  Insurance 
Co.  stock  expense  account. 

In  the  latter  part  of  December  $450  was  paid  out  as  officers'  salaries  and 
charged  to  general  expense  account. 
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PBOFIT   AND  LOSS   ACCOUNT. 

We  submit  for  your  consideration  a  profit  and  loss  account  for  the  year  end- 
ing December  31,  1912,  during  which  period  the  greater  part  of  the  profits  were 
made.  This  statement  is  prepared  from  figures  as  shown  by  the  boolis,  and 
while  we  have  endeavored  to  satisfy  ourselves  that  it  is  reasonably  correct,  at 
flie  same  time  we  would  point  out  that  it  is  not  possible  for  us  to  determine 
precisely  the  true  profits  derived  from  the  separate  departments  of  the  business 
of  the  company.  It  may  be  mentioned  here  that  the  records,  more  particularly 
in  the  early  period,  are  by  no  means  easy  to  follow,  and  that  the  system  adopted 
has  been  changed  several  times  to  meet  the  needs  of  the  rapidly  expanding 
business.  In  determining  the  departmental  profits,  the  basis  of  apportionment  of 
the  expenses  between  the  departments  is  of  the  utmost  importance,  and  at  this 
date  it  is  not  possible  to  decide  whether  the  apportionment  was  fair  or  not. 
An  examination  of  the  profit  and  loss  account,  however,  as  submitted,  reveals 
the  fact  that  very  little  profit  was  made  on  the  underwriting  business  and  that 
the  Commercial  Fire  Insurance  Co.  stock-selling  expense  exceeded  the  amount 
recoverable  from  that  company  by  $37,280.29.  The  stock-selling  expense  of 
the  First  National  Fire  Insurance  Co.  was,  however,  within  the  contract  limit 
of  12J  per  cent,  and  recovered  in  full  from  the  insurance  company.  It  fol- 
lows, therefore,  that  practically  the  entire  profit  was  derived  from  the  commis- 
sion earned  in  connection  with  the  stock-selling  contracts  with  the  two  insur- 
ance companies,  as  the  7J  per  cent  commission  received  from  the  Commercial 
Fire  Insurance  Co.  exceeded  the  loss  on  expenses. 

Profit  on  purchase  and  resale  of  Commercial  Fire  Insurance  Go.  stock. — Dur« 
Ing  the  year  the  company  purchased  and  resold  stock  of  the  two  fire  insurance 
companies,  and  this  represents  the  profit  on  these  transactions. 

Profit  on  Hawheye  and  Des  Moines  reinsurance. — The  company  in  1911  ar- 
ranged to  reinsure  some  $34,000  of  the  business  of  the  above  company  with  the 
Commercial  Fire  Insurance  Co.,  on  which  they  received  the  usual  35  per  cent 
and  out  of  which  they  paid  21  per  cent  commission,  together  with  some  special 
commissions  to  the  agent,  effecting  the  transaction,  and  the  above  balance  repre- 
sents the  net  profit  resulting. 

Stoolc  selling  expenses,  Com/mercial  Fire  Insurance  Co. — This  balance  is  the 
net  excess  of  expense  attendant  on  placing  the  stock  of  the  Commercial  Fire 
Insurance  Co.  over  and  above  12i  per  cent  recovered  from  the  insurance  com- 
pany under  the  stock  selling  contract.  The  principal  item  of  expense  is  that 
of  commission,  which  is  paid  to  the  selling  agents.  Owing  to  the  manner  in 
which  the  books  are  kept,  it  is  a  difficult  matter  to  make  any  detailed  analysis, 
nor  is  it  possible  to  form  any  opinion  as  to  the  propriety  of  apportionment  of 
the  stock  expense  incurred  on  the  Commercial  Fire  Insurance  Co.  account  and 
that  incurred  on  the  First  National  Fire  Insurance  Co.  account. 

The  First  National  Fire  Insurance  Co.  stock  selling  expense  account  repre- 
sents  the  cost  of  obtaining  the  subscriptions  to  the  capital  stock  of  this  com- 
pany.  As  hereinbefore  stated,  this  account  originally  included  salaries,  amount- 
ing to  $22,350,  paid  to  Tuttle,  Wlghtman  &  Dudley,  which  were  merged  with 
other  expenses  under  the  caption  of  "Postage  and  advertising"  in  the  expense 
statement  rendered  to  the  insurance  company.  The  amounts  paid  as  salaries 
but  reported  as  above  were  later  refunded  in  part  by  Tuttle,  Wightman  &. 
Dudley,  the  difference  being  treated  in  our  statements  as  a  liability. 

A  summary  of  the  expense  statement  rendered  to  the  insurance  company  is  as 
follows : 

Discounts $4,  884.  65 

Postage  and  advertising 43,564.93 

Printing  and  office  supplies 36,007.57 

Pay  roll 16,  249. 11 

Rent 2, 019.  97 

Legal    services 3,  811.  64 

Directors'  expenses 2,  795.  OQi 

109,  332.  87 

We  have  endeavored  to  make  an  analysis  of  this  account,  but  here  again, 
owing  to  the  method  of  keeping  accounts,  this  has  not  been  practicable.  We 
would  point  out  in  this  connection  that,  out  of  the  total  expense,  about  $43,000 
has  been  charged  to  postage.  The  practice  in  connection  with  this  item  was  to 
draw  checks  to  the  order  of  "  cash,"  the  secretary  making  such  distribution  of 
the  cash  expended  as  was  necessp.ry.    In  the  earlier  part  of  the  year,  the  checks 
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drawn  for  officers'  salaries  were  made  to  the  indivldunl  order  of  the  officers,  but 
later  in  the  year  cash  was  drawn  and  the  voucher  marked  "  postage,"  the 
division  of  this  item  being  made  on  the  face  of  the  cashbooli  by  the  secretary. 
This  method  of  paying  out  large  sums  in  cash  is  unsatisfactory,  in  that  no 
proper  safeguard  is  afforded  and,  furthermore,  the  amount  of  the  charges  to 
postage  and  other  accounts  can  not  be  properly  verified.  As  already  pointed  out, 
the  directors'  fees  and  those  of  the  executive  and  organization  committees  were 
paid  by  this  company  and  included  in  the  amount  charged  to  the  fire  insurance 
company.  The  practice  in  connection  with  these  fees  was  to  draw  a  check 
and  pay  the  directors  in  cash,  except  in  a  few  instances. 

We  note  that  in  July  a  check  for  $250  was  paid  to  ttoe  First  National  Fire 
Insurance  Co.  and  charged  as  part  of  the  stock-selling  expense.  This  represents 
the  first  installment  due  on  directors'  subscriptions  to  the  capital  stock  of  the 
company.  We  may  mention  also  that  in  addition  to  the  salary  paid  to  the 
counsel  of  the  company,  previously  referred  to,  we  notice  that  the  following 
amounts  were  paid  for  legal  services:  J.  L.  Smith,  $500;  Tilestou  &  Co.,  $250; 
C.  F.  Carusi,  $500;  G.  W.  Ingham,  $50;  these  items  being  also  included  as  part 
of  the  stock-selling  expense. 

SOUTHERN   BUILDING. 

On  the  9th  of  September,  1912,  the  boards  of  both  companies  decided  to  pur- 
chase the  property  known  as  the  Southern  Building,  and  a  contract  to  purchase 
at  least  SO  per  cent  of  the  capital  stock  of  the  Southern  Building  Corporation 
Was  authorized  with  Mr.  J.  P.  Story,  and  Messrs.  R.  N.  Harper  and  C.  F.  Carusi 
were  appointed  joint  trustees  for  the  companies  to  eflfect  the  purchase.  The 
companies  paid  over  to  the  trustees  the  necessai"y  funds  for  this  purpose.  A 
controlling  interest  in  the  capital  stock  of  the  Southern  Building  Corporation 
was  then  acquired,  and  on  October  29,  1912,  the  building  was  sold  to  the  two 
Are  insurance  companies,  subject  to  the  encumbrances  of  record,  for  a  con- 
sideration of  $150,000  in  cash  to  the  Southern  Building  Corporation.  That  com- 
pany is  now  in  process  of  liquidation.  We  are  informed  that  there  is  a  suit 
pending  by  the  contractors,  the  Thompson-Starrett  Co.,  and  that  the  Southern 
Building  Corporation  has  a  countersnit  for  a  larger  amount,  on  the  ground 
that  the  contractors  did  not  comply  with  the  specifications.  Pending  the  settle- 
ment of  the  dispute,  $109,000  second-mortgage  bonds  have  been  pledged  in 
escrow,  subject  to  the  joint  release  of  the  parties  to  the  suit,  and  of  these  bonds 
It  is  understood  that  $100,000  par  value  will  be  returned  to  the  insurance  com- 
panies and  $9,000  par  value  handed  to  the  Richmond  Realty  Co.  as  part  of  the 
consideration  for  the  sale  of  their  stock  and  bond  interest  in  the  Southern 
Building  Corporation. 

A  number  of  the  leases  to  tenants  of  the  building  are  still  in  the  name  of 
the  Southern  BuiWlng  Corporation,  and  we  note  that  in  the  case  of  the  lease 
to  the  Xiiited  States  Trust  Co.  the  Southern  Building  Corporation  has  under- 
taken to  refund  a  proportion  of  the  improvements  made  by  the  trust  company, 
amounting  to  $76,556.54,  as  follows :  The  Southern  Building  Corporation  to 
pay  50  i:ier  cent  of  the  improvements  should  the  Trust  Co.  vacate  at  the  end  of 
10  years  or  25  per  cent  should  they  vacate  the  premises  at  the  end  of  20  years. 

The  following  statement  sets  forth  the  expenditures  incurred  in  connection 
With  the  purchase,  and  also  the  amount  of  the  appreciation  in  respect  of  the 
value  of  the  Southern  Building,  half  of  which  appreciation  has  been  added  to 
the  surplus  account  of  each  company : 

Paid  by  Messrs.  Harper  and  Carusi  (trustees)  : 

Cost  of  capital  stock  of  Southern  Building  Corporation $121,  290. 00 

Legal  expenses 486. 90 

Settlement  of  liabilities  of  Southern  Building  Corporation 31,730.00 

Purchase  of  $100,000  third-mortgage  bonds,  with  interest 102, 700. 00 

256, 206. 90 
Paid  b3'  insurance  companies: 
Interest  on  mortgages  assumed  to  date  of  purchase 21, 911. 60 

278,1]  8. 50 

Add  liability  to  minority  stockholders $1,757.06 

Less  interest  in  remaining  assets 1,  213. 68 

—  543. 38 

278, 661. 88 


INVESTIGATION   OF   INSUKANCE   COMPANIES.  1823 

Paid  by  insurance  companies — Continued. 

First  mortgage $800,  000.00 

Second  mortgage $375,000 

Less  bouds  in  escrow 100, 000 

275,  000. 00 

Third  mortgage 325,000 

Less  bonds  owned 100,  000 

225, 000. 00 

$1, 300, 000. 00 

Total  cost  of  building  to  Insurance  companies 1,578,661.88 

Add  difference  between  cost  and  value  as  appraised  for 
the  insurance  commissioner  of  the  District  of  Colum- 
bia  Oct.   28,   1912 421,338.12 


2, 000, 000.  00 

We  have  not  appended  to  this  report  copies  of  the  contracts  and  other  docu- 
ments referred  to,  for  the  reason  that  the  more  Important  of  these  have  been 
already  placed  in  evidence. 

We  have  made  a  general  verification  of  the  assets  and  liabilities  of  all  of  the 
three  companies  as  at  December  31,  1912,  and  such  tests  of  the  accuracy  of  the 
income  and  expenditure  accounts  as  were  found  necessary  during  the  progress 
of  the  work. 

In   conclusion,   we   have   pleasure  In   stating   that   every   facility   has   been 
afforded  us  by  the  ofl&cers  and  employees  of  each  of  the  companies. 
Tours,  very  truly, 

Pbicb,  Watbrhottse  &  Co, 

Exhibit  A. 
Commercial  Fire  Insurance  Co.  balance  sheet,  December  31,  1912. 

ASSETS. 

Keal  estate: 

Being  one-half  of  the  value  of  the  Southern 
Building  as  appraised  for  the  insurance  com- 
missioner of  the  District  of  Columbia  at  Oct. 

28,    1912 $1,000,000.00 

Deduct — 

One-half    of    mortgage    bonds 

outstanding $750,  000.  00 

Less  amount  of  bonds  owned 
by  the  company   ($50,000  in 

escrow) 100,000.00 

650, 000. 00 

$350, 000.  00 

Furniture  and  fixtures 2, 100. 00 

Investments : 

Bonds,  at  market  value  Dec.  31,  1912 $197,  342.  50 

Mortgage  loans 217, 900.  00 

415,242.50 

Accounts  receivable: 

Tuttle,  Wightman  &  Dudley  (Inc.),  underwrit- 

iag  account 64,  588.  88 

Agents'  balances 3,  540.  81 

First  National  Fire  Insurance  Co 4,  818. 45 

Tenants  of  Southern  Building 8, 379. 19 

Liquidators  of  Southern  Building  Corporation..  606.  84 

Interest  due  and  accrued  on  bonds  and  mortgages  6,  632.  65 

88,566.82 

Cash  on  hand  and  in  banks 71,  942. 03 

Deferred  charges  to  future   underwriting:   Commissions   on   un- 
earned premiums 56,  000.  00 

983,  851.  35 
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LIABILITIES. 

Capital  stock : 

Fully  paid,  86,158  shares,  at  $5  each $430,  790.  00 

Partly  paid,  1S,S84J  share,  at  $5  each.  $94,  421.  25 

Less  suhscriptions  unpaid 64,  591.  84 

29,  829.  41 

$460, 619. 41 

Accounts  payable: 

Fire  lasses,  adjusted  and  unadjusted 40,  229.  91 

Minority  stockholders  of  the  Southern  Building 

Corporation 378.  53 

Accrued  interest  and  taxes  on  Southern  Building-  7, 957.  80 

Accrued  taxes  on  premiums 5, 000. 00 

Sundry  creditors 1,  955.  31 


56,  021. 55 

Deferred  credits  to  future  underwriting:  Unearned  premiums 165,550.43 

Surplus : 

Balance  Jan.  1,  1912,  per  books 73,  887.  93 

Add  proportion  of  commissions  on  unearned  pre- 
miums applicable  to  periods  prior  to  1912 27,  000.  00 


Adjusted  surplus  as  at  Jan.  1,  1912 100,  887.  93 

Add: 

Appreciation  In  value  of  interest  In  Southern 

Building 210, 669.  06 

Subscriptions  to  surplus: 

Fully  paid $248, 136.  50 

Partly  paid 33,352.31 


281,  488.  81 
Less   commissions   and   expenses 

on  account  of  stock  s-Ulng 180, 795.  80 

150,  693. 01 


462,  250. 00 
Deduct : 

Loss  for  year  ending  Dec.  31, 1912    131,  957.  44 
Dividends  paid  during  the  year__      28, 632.  60 

160,590.04 


301,659.96 


983, 851. 35 


Exhibit  B. 

The  Commercial  Fire  Insurance  Co.  income  and  expenditure  account  for  the 
year  ending  Dec.  31,  1912. 

Premium  income: 

Unearned  premiums  Jan.  1,  1912 $81,449.30 

Add  gross  premiums  written 378,431.56 

459, 880. 88 
Less  unearned  premiums  Dec.  31,  1912 165,550.43 

Gross  premium  income 294,330.43 

Return    premiums $96, 510.  83 

Reinsurance 18, 572.  86 

115,083.69 


Net  premium  income 179,246.74 

Deduct  fire  losses,  less  reinsurance  and  salvage  recoveries—  209, 284. 49 

Gross  underwriting  loss 30, 037. 75 
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Premium  income — Continued. 
Add  underwriting  expenses — 

Commissions $61,  672.  CO 

Taxes  and  fees 11,183.25 

Advertising 5, 124.  73 

Salaries  of  oflScers  and   employees   and  direc- 
tors'  fees 18,671.43 

Rent 1,597.16 

Printing  and  stationery 3,  311.  22 

Maps ^- 724.  25 

Postage,  telephone,  and  telegrams 1,438.41 

Legal   expenses 159.  46 

Miscellaneous 2,  882.  91 

Depreciation  in  furniture  and  fixtures 550.  88 

Agents'  balances  and  uncollected  premiums  over 

three  months  old 1,  270.  24 

$108,  586.  54 

Net  underwriting  loss 138,624.29 

Deduct  miscellaneous  income — 

Interest    on    investments   and   commissions   on 

loans 14,  594.  91 

Rents  from  tenants  of  Southern  Building 8,  379. 19 

22,  974. 10 

115,  650. 19 
Add— 

Loss  on  investments  sold  and  depreciation  in 

market  value  during  year 3,  796. 02 

Expenses  of  Southern  Building 7,  858.  68 

Expenses  of  examination 4,652.55 

16,307.25 

Net  loss  carried  to  balance  sheet 131,957.44 


Exhibit  C. 
First  National  Insurance  Go.  of  the  United  States  Mlance  sheet,  Dec.  SI,  1912. 

ASSETS. 

Real  estate : 

Being  one-half  of  the  value  of  the  Southern 
Building  as  appraised  for  the  insurance  com- 
missioner of  the  District  of  Columbia  at  Oct. 

28,    1912 $1,  000,  000.  00 

Deduct : 

One-half  of  mortgage  bonds  out- 
standing  $750,  000 

Less  amount  of  bonds  owned  by 
the     company      ($50,000     in 

escrow) 125, 000 

625, 000.  00 

$375,000.00 

Investments : 

Bonds,  at  market  value  Dec.  31,  1912 275,  850. 00 

Mortgage   loans , 143,  850. 00 

419,  700.  00 

Accounts  receivable: 

Tuttle,  Wlghtman  &  Dudley  (Inc.),  underwrit- 
ing account 4,  538. 35 

Tuttle,  Wightman  &  Dudley  (Inc.),  stock-sell- 
ing account 3,  806. 36 

Tenants  of  Southern  Building 8, 379. 19 

Liquidators  of  Southern  Building  Corporation.  606.  84 

Interest    due    and    accrued    on    bonds    and 

mortgages 4, 974.  76 

22,  305. 50 
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Cash  on  hiiiid  and  iu  bajiks $160, 996. 01 

Deferred  charges  to  future  underwriting,  commissions  on  unearned 

premiums 2,  590. 00 


980, 591. 51 


LIABILITIES. 

Capital  stocli : 

Fully  paid,  64,135  shares,  at  $5  each $320,  675. 00 

Partly    paid,    111,630    shares,    at 

$5  each $558, 150.  00 

Less  subscriptions  uniiaid 390,  537.  50 

167,  612. 50 


488, 287. 50 


Accounts  payable: 

Commercial  Fire  Insurance  Co 4,818.45 

Fire  losses  adjusted 162.  50 

Minority    stockholders   of    Southern   Building 

Corporation 878.  53 

Accrued  interest  and  taxes  on  Southei-n  Build- 
ing   7,  957.  80 

Accrued  taxes  on  premiums 145.07 

Sundry  creditors 856.68 

— 14, 819. 03 

Deferred  credits  to  future  underwriting,  unearned  premiums 6,909.25 

Surplus : 

Appreciation  in  value  of  interest  in  Southern 

Building 210,  669. 06 

Add  subscriptions  to  surplus — 

Fully  paid $320,675.00 

Partly  paid 167,612.50 


488,  287.  50 
Less    commissions    and    expenses 

on  account  of  stock  selling 223,224.13 

■■ 265,  063.  37 

475,  732. 43 

Deduct  less  for  period  ending  Dec.  31,  10]2-_  5,156.70 


470, 575. 73 


980, 591. 51 


Exhibit  D. 

The  First  National  Fire  Insurance  Co.  of  the  United  States — Income  and  ex- 
fiendilure  account  for  the  period  ending  Dec.  31,  1913. 

Premium  income: 

Gross  premiums $7,  513. 41 

Less  unearned  premiums  Dec.  31,  1912 6, 909. 25 

Gross  premium  income 604.16 

Less  returned  premiums 254.53 

Net  premium  income 349.63 

Deduct  Are  losses 162.50 

Gross  undei'writing  profit 187. 13 

Deduct  underwriting  expenses- 
Commissions  $130. 53 

Taxes  and  fees 391.07 

Salaries  of  officers  and  employees  and  finance  com- 
mittee fees 4,149.40 

Supplies 490.85 
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Premium  income — Continued. 

Deduct  underwriting  expenses — Continued. 

Miscellaneous $577.  72 

Furniture  and  fixtures 150. 00 

Protested  checks 125.  00 

^ $6,  014.  57 

Net  underwriting  loss 5,827.44 

Add  miscellaneous  Income — 

Interest  on  Investments  and  commissions  on  loans.  $5, 993.  28 

Rents  from  tenants  of  Southern  Building 8, 379. 19 

14,  372. 47 

Deduct  miscellaneous  expenses —  8,  545. 03 

Depreciation  in  market  value  of  investments 988.  25 

Expenses  of  Southern  Building 7,  858.  68 

Expenses  of  investigation 4,854.80 

■ 13, 701.  73 

Net  loss  carried  to  balance  sheet 5, 156.  70 


Exhibit  E. 
Tuttle,  Wightman  d-  Dudley   (Inc.)   lalance'  sheet,  Dec.  31,  1912. 

ASSETS. 

Good  will,  contracts,  and  agency  plant $12,740.39 

Investments : 

Commercial  Fire  Insurance  Co.  stock $3, 150.  85 

First  National  Fire  Insurance  Co.  stock 6, 000.  00 

Mortgage 1,  000. 00 

10,150.85 

Bills  and  accounts   receivable : 

Bills  receivable  from  ofiicers  and  employees 14,  045. 00 

Agency  balances,  uncollected  premiums,  etc 74,683.06 

Sundry  debtors 3, 074. 18 

91,802.24 

Cash  on  hand  and  in  bank 6,  599.  94 

121,  293. 42 

LIABILITIES. 

Capital  stock : 

Authorized  and  issued,  1,000  shares,  at  $10 $10,000.00 

Less  in  treasury,  13  shares,  at  $10 130.  00 

9,  870.  00 

Bills  and  accounts  payable: 

Bills  payable,  District  National  Bank 6, 000. 00 

Brokers'  and  agents'  accounts 304. 03 

Sundry  creditors 5, 746.  64 

First  National  Fire  Insurance  Co.,  commission  and 

expense  account 3,  806. 36 

Commercial,  underwriting  balance 64, 588.  88 

First  National,  underwriting  balance 4,  538.  35 

84,984.26 

Surplus: 

Profits  from  Mar.  13,  1911,  to  Dec.  31,  1911 5, 470.  81 

Profits  from  Jan.  1,  1912,  to  Dec.  31,  1912 137, 105.  24 

142,  576. 05 
Less  withdrawals — 

To  Dec.  31,  1911,  as  "  salaries  " $7,  716.  89 

To  Dec.  31,  1912,  as  "  dividends  "—  108, 420. 00 

116, 136.  89 

26,439.16 

121,  293. 42 
71391— No.  24—13 5 
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ending 


Exhibit  P. 

Tuttle,  Wiglitman  &  Dudley  {Inc.)—Proflt-anel-loss  account  for  the  year 

Dec.  31,  1912. 

Underwriting  commissions : 

Commercial  Five  Insurance  Co $89,124.52 

First  National  Fire  Insurance  Co 2,720.53 

$91,  845.  05 

Stock-selling  commissions : 

Commercial  Fire  Insurance  Co 55,509.61 

First  Xational  Fire  Insurance  Co 113,891.26 

169, 

Profit  on  purchase  and  resale  of  Commercial  Insurance  Co.  stock—      3, 

Profit  on  Hawkeye  and  Des  Moines  reinsurance 2, 

Miscellaneous  income 

267,  861. 60 
Deduct : 

Underwriting    expenses,    Commercial    Fire    Insur- 
ance Co $21,095.05 

Underwriting  commissions.  Commercial  Fire  Insur- 
ance Co 66,  238.  80 

87,  334.  75 
Underwriting  commissions.  First  National 

Fire  Insurance  Co $2,089.37 

Underwriting    expenses.    First    XationnI 

Fire  Insurance  Co 2,047.96 

-1, 137.  33 


400.87 
742. 44 
482.25 
390. 99 


01.472.08 
Stock  -  sellinf,'    expenses.    Commercial    Fire    Insur- 
ance Co 37,  2.S0.  29 

General  expenses 2,003.99 

130,  756. 36 

Profit  carried  to  balance  sheet 137,10.5.24 


Exhibit  G. 

Tuttle,  Wightman  d  Dudley  (Inc.),  statement  of  dividends  paid  during  year 

Dec.  SI,  1912. 


Amount 
paid. 

Distributed  as  follows: 

Date. 

R.E. 

Tuttle. 

R.  Wight- 
man. 

F.  S. 
Dudley. 

C.  F. 
Garusi. 

A.M. 
Gould. 

W.J. 
Davis. 

1912. 
Feb. 3    

$937 

937 

937 

1,974 

3,136 

900 

900 

2,250 

7,620 

4,885 

9,920 

9,770 

9,770 

10,070 

19,740 

4,935 

19,740 

$300 

300 

300 

600 

900 

300 

300 

750 

2,250 

1,500 

3,000 

3,000 

3,000 

3,000 

6,000 

1,500 

6,000 

$300 

300 

300 

600 

900 

300 

300 

750 

2,250 

1,600 

3,000 

3,000 

3,000 

3,000 

6,000 

1,600 

6,000 

S300 

300 

300 

600 

900 

300 

300 

750 

2,260 

1,500 

3,000 

3,000 

3,000 

3,000 

6,000 

1,600 

6,000 

$25 

26 

25 

160 

375 

$10 
10 
10 
20 
50 

$2 

Mar.  7 

2 

Apr.  4 

2 

May  3 

4 

JllTlft  1 

10 

Julyl 

July  2 

760 
375 
760 
750 
750 
750 

1,600 
375 

1,500 

100 

20 

July  16 

10 

Aug.  2    

160 

20 

20 

Aug  13 

20 

Sept  5          

300 
200 
60 
200 

20 

Oct.  1  and  2.'.... 
Oct  5     

40 
10 

Dec  3              

40 

108,420 

33,000 

33,000 

33,000 

8,100 

1,100 

220 

Thereupon,  at  1  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.15  p.  m. 
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AFTER  BECESS. 

The  committee  met,  pursuant  to  the  taking  of  recess,  at  2.15  o'^clock 
p.  m. 

TESTIMONY  OF  HON.  ASHLEY  M.  GOULD— Contimied. 

Mr.  Beegee.  Judge  Gould,  you  were  a  director  in  the  Commercial 
Fire  Insurance  Co.? 

Judge  Gould.  I  so  testified. 

Mr.  Bergbe.  Are  you  aware,  as  a  director,  that  the  operations  of 
the  Commercial  Fire  Insurance  Co.  for  the  past  year  have  resulted 
in  a  loss  amounting  to  $131,95t.44? 

Judge  Gould.  Am  I  aware  that  my  relations  with  the  companj' 
have  resulted  in  that  loss? 

Mr.  Beegee.  Oh,  no ;  the  company's  losses  have  been  that  much. 

Judge  Gould.  Absolutely.  I  do  not  remember  the  exact  figures, 
but  I  know  it  is  quite  a  loss. 

Mr.  Beegee.  You  were  a  director  of  the  company,  were  you  not? 

Judge  Gould.  During  the  year  1912,  yes,  sir ;  the  entire  year. 

Mr.  Beegee.  You  know  the  company  paid  dividends  during  that 
year  amounting  to  $28,600? 

Judge  Gould.  I  know  the  company  paid  a  semiannual  dividend  in 
July  for  the  first  six  month  of  the  year ;  that  was  all. 

Mr.  Beegee.  And  also  a  dividend  before  that? 

Judge  Gould.  Not  for  that  year. 

Mr.  Beegee.  But  for  1911? 

Judge  Gould.  The  last  six  months.  The  dividends  are  declared 
semiannually. 

Mr.  Beegee.  You  paid  dividends  that  year  to  the  amount  of 
$28,633.60? 

Judge  Gould.  I  have  not  any  idea  of  the  amount,  except  it  was 
the  regular  semiannual  dividend  for  the  first  six  months,  for  what- 
ever the  figures  show.    I  have  no  doubt  you  are  correct. 

Mr.  Beegee.  As  a  director  in  the  company,  could  you  approve  the 
paying  of  dividends  where  the  company  made  a  loss  ? 

Judge  Gould.  Mr.  Berger,  that  is  a  question  I  am  perfectly  willing 
to  discuss  here,  but  it  seems  to  me  the  committee  has  gone  over  it  en- 
tirely. 

The  question — if  it  were  one  of  diminution  of  the  capital  in  order  to 
take  the  money  to  pay  dividends,  I  should  unhesitatingly  answer  that 
it  should  not  be  done ;  but  it  seems  to  me  that  in  the  history  of  the 
fire-insurance  business,  in  this  company  and  a  great  many  other  com- 
panies, it  has  been  the  practice  to  keep  up  the  dividends,  even  if  they 
were  paid  out  of  the  surplus,  although  the  losses  for  that  period  over 
which  the  dividend  should  have  been  earned,  if  that  was  a  prerequi- 
site, had  not  shown  earnings.  That  is  a  question  of  the  fiscal  policy 
of  the  fire  insurance  company  that  I  will  frankly  say  I  do  not  feel 
competent  to  debate. 

It  did  not,  in  this  instance,  impair  the  capital.  If  it  did  that,  any 
lawyer  immediately  would  disapprove  it.  It  was  the  reduction  of 
surplus  which  belonged  to  the  stockholders.  If  I  were  to  act  upon 
that  independent  of  my  knowledge  of  the  custom  of  insurance  com- 
panies, I  would  say,  ordinarily,  no,  that  it  ought  not  to  be  done ;  but 
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it  is  SO  prevalent  in  the  practice  of  fire  ijisurance  companies  that  I 
would  not  like  to  project  my  own  individual  opinion  against  the 
practice  that  has  existed  for  so  manj'  years. 

Mr.  Beeger.  However,  you  depleted  the  surplus  by  $160,000,  and 
moreover  some  of  that  surplus  had  been  subscribed  by  some  of  the 
stockholders  themselves. 

Judge  Gould.  Mr.  Berger,  I  understand  that  independent  of  the 
subscriptions  to  the  stock  in  the  form  of  surplus,  in  the  1st  day  of 
January,  1912,  there  was  some  $36,000  of  surplus,  out  of  which  a 
dividend  could  have  been  paid  irrespective  of  any  subscription  to 
stock.  I  speak  again  with  deference  to  the  accountants,  because  I 
am  only  told  that  by  the  result  of  their  figures. 

The  question  you  ask  is  a  very  interesting  question,  in  regard  to 
the  policy  of  fire-insurance  companies,  and  it  is  to  my  mind  a  difficult 
question  because,  as  I  said  the  other  day,  the  fire-insurance  business 
is  conducted  on  averages,  and  although  there  might  be  an  underwrit- 
ing loss  in  the  first  six  months,  yet  it  might  be  made  up  by  some  good 
months  in  the  succeeding  six  months  of  the  year. 

Mr.  Bergee.  But  the  fact  remains,  judging  from  this  report  here, 
that  there  was  a  deficit  on  October  31, 1912. 

Judge  Gould.  Absolutely;  yes,  sir;  but  not  to  impair  the  capital 
stock,  though  a  deficit  in  the  profits  of  the  company — a  very  material 
one — and  a  most  remarkable  occurrence  in  view  of  the  splendid  un- 
derwriting record  that  was  made  the  previous  year,  with  only  28 
per  cent  of  loss,  I  think. 

Mr.  Berger.  Are  you  sure  that  there  was  not  a  practical  deficit 
on  October  31,  1912? 

Judge  Gould.  I  have  not  myself  examined  the  figures. 

Mr.  Berger.  You  have  not  ? 

Judge  Gould.  I  will  accept  whatever  the  accountants  show  as  the 
result,  but  of  course  we  did  not  know  on  July  1  what  would  be  the 
loss  on  October  31. 

Mr.  Berger.  Not  counting  the  gain  ascribed  to  the  Southern  Build- 
ing, there  was  a  deficit  of  $81,349.51  ? 

Judge  Gould.  Do  you  mean  an  impairment  of  the  capital  stock? 

Mr.  Berger.  Yes,  sir. 

Judge  Gould.  No;  there  was  not.  The  capital  stock  has  never 
been  impaired. 

Mr.  Berger.  Counting  profits  and  surplus  and  everything  else, 
was  not  the  capital  wiped  out? 

Judge  Gould.  No;  not  the  capital  stock  wiped  out.  That  was 
unimpaired.    The  profits  were  wiped  out. 

Mr.  Beeger.  And  the  surplus? 

Judge  Gould.  Not  entirely. 

Mr.  Bergee.  Within  $2,000? 

Judge  Gould.  Within  a  few  thousand  dollars.  I  think  the  ac- 
countants have  differed  somewhat  on  that.  It  was  a  very  bad  year, 
Mr.  Berger ;  there  is  no  doubt  about  that. 

Mr.  Beeger.  You  were  a  director  in  the  firm  of  Tuttle,  Wightman 
&  Dudley,  or  you  are  a  director  ? 

Judge  Gould.  I  am;  yes,  sir;  under  the  circumstances  that  I  ex- 
plained the  other  day. 

Mr.  Beegee.  Of  course,  this  firm  derives  its  entire  income  from 
these  two  insurance  companies  for  which  it  is  doing  business  ? 
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Judge  GoTJiiD.  Yes,  sir. 

Mr.  Bergeb.  It  has  no  other  source  of  income? 

Judge  Gouu).  Not  that  I  know  of. 

Mr.  Berger.  Do  you  think  it  is  proper  that  the  directors  of  that 
firm  should  also  be  directors  in  the  two  insurance  companies  out  of 
which  the  third  firm  derives  its  entire  income? 

Judge  Gould.  Again  we  come  into  the  very  broad  question  of  in- 
terlocking directors. 

Mr.  Berger.  This  is  not  an  interlocking  case. 

Judge  GouiiD.  Isn't  it  ? 

Mr.  Berger.  No,  sir. 

Judge  GouiiD.  Then  I  do  not  know  what  it  is. 

Mr.  Berger.  This  is  a  case  where  the  directors  of  Tuttle,  Wight- 
man  &  Dudley  are  making  contracts  with  the  directors  of  the  Com- 
mercial Fire  Insurance  Co.  and  the  First  National  Fire  Insurance 
Co. ;  that  is  what  it  is.  Do  you  think  it  is  good  ethics — I  am  just 
putting  it  to  you  as  a  judge  now 

Judge  Gould  (interposmg) .  You  ought  not  to  do  that,  as  a  judge. 
I  am  here  as  a  witness. 

Mr.  Berger.  Oh,  you  are  here  as  a  witness?  If  I  can  divide  the 
two  I  shall  be  glad  to  do  so. 

Judge  Gould.  I  will  say,  as  I  said  before,  that  I  think  the  propo- 
sition is  entirely  tenable,  but  that  it  is  better  not  to  have  directors 
in  one  company  interested  in  the  directorate  of  another  company 
when  the  business  is  interchanged.  I  explained  the  other  day,  how- 
ever, and  I  think  I  am  entitled  to  mention  it  now,  the  nominal  way 
in  which  I  became  a  director  of  Tuttle,  Wightman  &  Dudley  (^Inc.) , 
and  I  stated  then  that,  so  far  as  I  was  personally  concerned  in  any 
question  that  might  arise  between  the  two,  I  should  consider  myself 
in  honor  bound  and  in  duty  bound  to  act  entirely  with  reference  to 
the  interests  of  the  two  companies,  because  my  position  with  their 
company,  as  I  had  explained  at  the  time,  was  merely  as  an  accommo- 
dation to  the  gentlemen  who  were  in  those  companies,  to  act  as  sort 
of  an  arbitrator  in  case  of  dispute  between  them. 

I  want  to  be  perfectly  frank  and  say  to  you  that  I  think  the  better 
practice  is  not  to  have  directors  of  one  company  interested  in  the 
business  of  another,  but  it  is  so  common  in  this  country  that  it  can 
hardly  be  said  to  be  an  unusual  thing. 

Mr.  Berger.  Judge  Gould,  you  did  not  pay  anything  for  your 
stock  in  the  firm  of  Tuttle,  Wightman  &  Dudley,  did  you  f 

Judge  Gould.  I  got  it  to  qualify  me  to  act  as  a  director  in  this 
nominal  way  that  I  have  explained.  I  did  not  regard  it  as  of  any 
value,  and  it  was  not  at  that  time. 

Mr.  Berger.  Did  you  get  any  dividends  out  of  that  ? 

Judge  Gould.  I~have  since  then,  but  not  until  long  after  the  stock 
was  put  in  my  name. 

Mr.  Berger.  How  long  after? 

Judge  Gould.  Not  until  after  the  First  National  Fire  Insurance 
Co.  was  put  under  way;  and  it  was  not  even  contemplated  at  the 
time  and  I  never  heard  of  it  at  the  time;  but  I  should  say,  roughly 
speaking,  it  was  six  or  seven  months  afterwards. 

Mr.  Berger.  Seven  months  afterwards  ? 

Judge  Gould.  I  should  say  so.  I  am  speaking  from  memory.  It 
was  some  time  afterwards.    The  only  profit  that  has  ever  come  to  me 
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came  from  the  First  National  Fire  Insurance  Co.,  which  was  not  even 
in  contemplation  at  that  time,  nor  in  the  minds  of  anybody  so  far  as 
I  Itnow.    I  never  even  heard  it  suggested  or  mentioned. 

Mr.  Beeger.  You  did  not  get  that  from  the  First  National? 

Judge  Gould.  No. 

Mr.  Bergee.  From  Tuttle,  Wightman  &  Dudley  ? 

Judge  Gori.D.  Yes ;  I  paid  for  my  stock  in  the  First  National,  dol- 
lar for  dollar. 

Mr.  Beeger.  You  got  $1,100  from  Tuttle,  Wightman  &  Dudley? 

Judge  GoTJLD.  I  do  not  think  so,  at  that  time,  though  I  have  not 
the  figures. 

Mr.  Berger.  According  to  the  report  you  got  $1,100  ? 

Judge  GorrLD.  I  have  not  the  figures,  but  I  accept  whatever  figures 
are  given. 

Mr.  Berger.  After  all,  it  was  worth  something? 

Judge  Gould.  Oh,  yes. 

Mr.  Berger.  Because  $1,100  is  interest  on  probably  an  investment 
of  $15,000? 

Judge  Gould.  That  is  a  matter  of  arithmetical  computation;  but, 
as  I  say,  at  the  time  I  took  this  stock  there  was  not  any  question  of 
any  profit  and  no  contemplation  of  a  subsequent  organization  of  this 
other  company. 

Mr.  Berger.  Of  course,  that  would  be  again  a  question  of  ethics, 
which  I  should  not  try  to  decide  for  you. 

The  fire  losses  in  the  Commercial  Fire  Insurance  Co.  amounted  to 
about  117  per  cent  of  the  premiums  for  that  year. 

Judge  Gould.  For  1912? 

Mr.  Berger.  Is  not  that  excessive,  considering  there  was  no  Balti- 
more fire  and  no  San  Francisco  disaster  ? 

Mr.  Carusi.  How  much  of  a  percentage  did  you  say  ? 

Mr.  Berger.  117  per  cent. 

Mr.  Carusi.  Of  the  premiums? 

Mr.  Beeger.  Yes.  That  is  what  I  get  out  of  here,  out  of  this 
report. 

Mr.  Kedfield.  There  is  something  else  included. 

Mr.  Douglas.  There  is  some  such  statement  as  that  there ;  I  read  it. 

Mr.  Redfield.  I  think  there  is  something  else  included. 

Mr.  Beegee.  All  right ;  I  just  got  this  this  noon,  you  know. 

Mr.  Peoutt.  I  think  that  includes  expense  account. 

Judge  Gould.  My  recollection  is  that  the  fire  losses  were  about  67 
per  cent  for  the  year. 

Mr.  Berger.  117  per  cent,  it  says.  That  is  extraordinary,  I 
thought,  when  I  saw  it. 

Mr.  Redfield.  Fire  losses  with  adjusting  expenses. 

Mr.  Berger.  That  goes  in  with  it,  but  that  in  itself  is  just  as  bad. 
With  the  adjusting  expenses,  that  is  just  as  bad.  That  goes  right  in 
with  it  and  would  not  change  anything.  Fire  losses  and  adjusting 
expenses  would  not  change  it.  Of  course,  that  goes  right  in  with  it, 
but  that  is  terrible.  That  is  more  than  double  the  average,  more  than 
three  times  as  much.  That  shows  either  very  bad  risks  or  it  shows 
bad  management  in  general. 

Judge  Gould.  You  are  testifying,  Mr.  Berger  ? 

Mr.  Berger.  I  am  suggesting  that  to  you  to  answer  as  a  director. 
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Judge  GoTJiiD.  I  should  say  it  showed  very  bad  luck,  anyway.  H 
you  will  take  the  tables  in  the  Spectator  compilation  and  run  down 
the  fire  losses  year  by  year  of  the  fire  insurance  companies,  you  will 
find  the  most  astonishing  variation,  some  of  them  going  very  high 
in  special  years  when  there  are  no  conflagrations. 

I  have  here  a  table  furnished  me  by  the  actuary  of  the  company 
showing  the  total  loss  ratio  was  66.9  per  cent  for  the  year,  the  fire- 
loss  ratio.  I  think  you  have  overlooked  in  that  other  figure  the  un- 
derwriting expenses,  have  you  not? 

Mr.  Bergee.  Just  the  adjusting  expenses. 

Mr.  Douglas.  I  think  you  will  find  the  underwriting  charges  were 
35  per  cent  and  should  be  added  in  there. 

Judge  GoTTLD.  The  adjusting  expenses  could  not  be  as  large  as 
that,  because  that  is  a  very  small  quantity  comparatively.  It  is  the 
underwriting  expenses  and  all.  That  is  35  per  cent  always.  It  was  a 
very  bad  year,  just  as  the  year  1911  was  a  remarkably  good  year. 

Mr.  Beeger.  You  had  some  stock  in  the  Commercial  Fire  Insur- 
ance Co.,  Judge  Gould,  I  take  it? 

Judge  GotJi-D.  I  bought  some. 

Mr.  Bergee.  Did  you  pay  cash  for  it? 

Judge  Gotnu).  I  bought  some  in  the  open  market  and  paid  cash  for 
it  at  the  market  price  of  sale  for  it. 

Mr.  Beeger.  There  is  a  note  here  on  page  18  of  $495  in  bills  receiv- 
able from  Mr.  Ashley  M.  Gould.    What  is  that  for  ? 

Judge  GoTJLD.  I  borrowed  part  of  the  money  that  I  used  in  paying 
for  my  stock.  I  could  have  obtained  it  at  the  bank  as  well,  but  I 
borrowed  it  of  Tuttle,  Wightman  &  Dudley  and  gave  them  my  note, 
which  is  perfectly  good,  and  is  simply  a  mere  matter  of  taking  it 
from  them  rather  than  the  bank.  It  had  nothing  to  do  with  either 
of  those  two  companies  in  the  most  remote  degree,  any  more  than 
if  I  had  borrowed  it  of  you. 

Mr.  Beeger.  That  was  simply  a  private  transaction? 

Judge  Gould.  Yes.  I  paid  the  money  in  for  that  stock,  and  I 
could  have  as  well  taken  the  note  to  a  bank. 

Mr.  Beeger.  However,  you  were  a  director  in  Tuttle,  Wightman  & 
Dudley  at  that  time? 

Judge  Gould.  Yes. 

Mr.  Bergee.  Is  not  that  a  rather  unusual  procedure  ? 

Judge  Gould.  For  a  director  to  borrow, oi  a  corporation  in  which 
he  is  a  director? 

Mr.  Beeger.  Yes. 

Judge  Gould.  Every  national-bank  director  that  I  ever  knew  does 
it. 

Mr.  Bergee.  Do  you  have  any  idea  of  how  much  salary  Mr.  Tuttle, 
Mr.  Wightman,  and  Mr.  Dudley  drew  out  of  the  company? 

Judge  Gould.  No;  I  never  paid  any  attention  to  the  internal 
affairs  of  the  company  at  all,  never  the  slightest. 

Mr.  Beeger.  You  were  a  director? 

Judge  Gould.  I  never  attended  a  meeting  of  the  directors  in  my 
life. 

Mr.  Beeger.  I  have  known  of  a  bank  director  in  my  town  who  did 
not  pay  any  attention  to  the  affairs  of  the  bank,  who  got  himself 
in  terrible  trouble  on  that  account,  for  the  sake  of  lending  his  name 
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to  affairs  and  playing  director  and  not  paying  any  attention.    He 
almost  got  to  the  penitentiary. 

Judge  Goinj).  Some  of  them  have  quite  got  there. 

Mr.TBEKGER.  Yes,  almost.  He  was  a  pretty  nice  man  otherwise, 
too.  It  is  a  dangerous  thing  for  a  judge  to  accept,  if  you  will  permit 
me,  a  directorship  in  any  concern  and  then  not  pay  any  attention 
to  it. 

Judge  Gould.  Will  you  allow  me  to  explain  a  moment  ?  I  suppose 
you  will? 

Mr.  Bekgee.  Yes,  sir. 

Judge  Gould.  I  have  given  the  most  careful  attention  to  the  work 
of'the  two  corporations  in  which  I  was  a  director,  the  two  insurance 
companies.  As  I  have  explained  to  this  committee  several  times,  my 
position  with  Tuttle,  Wightman  &  Dudley  was  purely  nominal,  and 
I  paid  no  attention  to  it  because  of  that  fact.  I  did  not  regard  I  was 
assuming  any  responsibility.  It  was  only  a  partnership  turned  into 
a  corporation. 

As  to  my  relations  to  the  other  two  companies,  I  have  given  the 
most  careful  attention  to  the  details  of  the  business,  fully  realizing, 
I  think  possibly  as  well  as  Mr.  Berger  does,  the  responsibility  which 
rests  upon  a  director. 

Mr.  Bekger.  If  I  may  ask,  how  much  money  do  you  get  out  of  this 
directorship,  including  the  finance  committee  and  the  rest,  out  of 
all  the  three  companies? 

Judge  Gould.  That  has  already  been  testified.  My  salary  from  the 
two  companies  began  last  July  and  was  $750  a  year,  and  it  has  been 
paid  for  the  six  months  intervening  between  that  time  and  the  pres- 
ent. As  to  the  exact  amount  received  for  attending  the  regular 
meetings,  I  did  not  attend  them  all  because  I  could  not,  but  I  have 
been  paid  whatever  the  other  directors  get  for  attending  those 
meetings. 

Mr.  Berger.  You  do  not  know  how  much  it  amounts  to  ? 

Judge  Gould.  No;  but  not  a  large  sum.  The  meetings  are  $5 
apiece,  and  there  is  only  one  meeting  a  month,  so  it  could  not  be  a 
very  large  sum. 

Mr.  Berger.  You  were  also  on  the  finance  committee? 

Judge  Gould.  Yes.  I  did  not  attend  those  meetings  as  regularly, 
because  they  came  early  in  the  afternoon  when  I  was  in  court. 

Mr.  Berger.  All  right;  thank  you. 

Mr.  Eedheld.  Judge  Gould,  were  you  also  compensated  for  acting 
as  a  member  of  the  organization  committee  of  the  First  National 
Fire  Insurance  Co.? 

Judge  Gould.  Beginning  with  the  first  meeting,  which  I  think  was 
held  in  the  winter  of  1911,  in  December  of  1911,  or  January  of  1912, 
each  member  of  that  organization  committee  was  paid  $25  a  month 
for  attending  each  meeting;  that  is,  for  each  meeting  he  attended; 
and  when  I  attended  those  I  received  that  amount.  I  did  not  attend 
them  all  because  I  could  not  always  get  there. 

Mr.  EEDriELD.  Can  you  say  approximately  when  the  $100  worth 
of  stock  in  Tuttle,  Wightman  &  Dudley  was  turned  over  to  you  ? 

Judge  Gould.  I  should  say  in  November,  1911,  or  October;  not 
later  than  November,  and  I  think  possibly  that  is  the  right  month. 
I  am  speaking  from  memory. 

Mr.  Eedfield.  That  is  1911  ? 
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Judge  GoTJLD.  1911 ;  yes. 

Mr.  Redfield.  That  is  a  year  ago  last  November  ? 

Judge  GoTJLD.  That  is  a  year  ago  last  November;  yes.  I  say  that 
subject  to  being  refreshed  by  the  record,  but  I  think  that  is  correct. 

Mr.  Redfield.  They  began  to  pay  dividends  in  February,  did  they 
not? 

Judge  Gould.  Was  it  February  ?    It  was  some  months  afterwards. 

Mr.  Redfield.  Is  it  not  a  fact  you  paid  dividends  in  February  and 
March  before  the  prospectus  was  issued  for  the  First  National  Fire 
Insurance  Co.  ? 

Judge  Gould.  My  recollection  is  the  prospectus  was  issued  for  the 
First  National  Fire  Insurance  Co.  in  December,  1911. 

Mr.  Redfield.  Perhaps  you  are  correct. 

Judge  Gould.  I  know  I  am. 

Mr.  Redfield.  The  difference  might  be  in  what  we  call  a  prospectus. 

Judge  Gould.  I  mean  that  book  which  you  have  in  your  hand. 

Mr.  Redfield.  I  have  reference  to  this  book  [indicating].  This 
particular  issue  is  dated  March  30,  1912. 

Judge  Gould.  That  is  a  subsequent  issue. 

Mr.  Redfield.  There  was  an  earlier  issue  ? 

Judge  Gould.  I  am  very  sure  it  was  in  December  or  January,  at 
least,  but  I  think  December. 

Mr.  Redfield.  Mr.  Carusi,  will  you  produce  a  copy  of  that  first 
issue  of  this  pamphlet  to  the  2,000  owners  dated  December,  1911? 

Mr.  Carusi.  I  have  stated  I  never  heard  of  but  the  one  booklet,  but 
if  there  is  more  than  one  I  will  be  glad  to  produce  it. 

Mr.  Redfielo.  Mr.  Tuttle  is  here. 

Can  you  enlighten  the  committee  on  that,  Mr.  Tuttle  ? 

Mr.  Tuttle.  I  believe  that  is  the  first  one  issued.  I  believe  Judge 
Gould  is  wrong  there. 

Judge  Gould.  I  have  not  seen  the  date,  but  my  recollection  is  the 
First  National  Fire  Insurance  Co.  was  broached  in  December,  1911, 
or  January,  1912 — I  may  be  mistaken — when  that  prospectus  was 
issued  with  reference  to  the  planning  of  the  company. 

Mr.  Redfield.  I  think  we  can  simplify  this  very  readily.  All  I 
want  to  do  is  to  get  this  record  straight. 

The  accountant  shows  in  this  table,  which  is  marked  "  Exhibit  G," 
under  the  name  of  "Ashley  M,  Gould,"  the  following  payments : 

February  3,  $10 :  March  3,  $10 ;  April  3,  $10 ;  May  3.  $20 ;  June  1,  $50 ;  July  2 
$100;  July  16,  $150;  September  5,  $300;  October  1-2,  $200;  October  5,  $50; 
December  31,  $200. 

These  aggregate  $1,100.     Is  that  correct? 

Judge  Gould.  I  have  no  doubt  that  is  correct.  What  I  said  was 
that  at  the  time  I  received  the  stock  in  that  company  the  First  Na- 
tional Fire  Insurance  Co.  had  never  been  heard  of  nor  thought  of, 
and  that  is,  according  to  the  record,  absolutely  true. 

Mr.  Redfield.  Have  you  a  desk  in  the  offices  of  these  companies  ? 

Judge  Gould.  No;  no  special  desk. 

Mr.  Redfield.  No  desk  which  is  reserved  for  your  use  while  you 
are  there? 

Judge  Gould.  Not  for  my  personal  and  private  use.  There  is  a 
desk  we  use  when  we  go  up  to  check  up  the  accounts.  It  takes  a 
long  desk  in  checking  up  the  payments,  etc.,  and  that  we  use  in  com- 
mon there  in  the  offices  of  the  company. 
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Mr.  Eedfield.  Do  you  keep  any  record  of  the  hours  you  are  in  at- 
tendance at  the  insurance  offices? 

Judge  Gorx.D.  Xo;  because  my  custom  has  been  to  go  there  after 
court  adjourned  in  the  afternoon,  when  there  was  any  business  to 
call  me  there,  sometimes  sta)ying  until  in  the  evening. 

^Mr.  Eedfield.  Were  you  there  daily? 

Judge  GoTTLD.  Xot  daily. 

Mr.  Eedfieu).  How  many  days  in  the  week  has  it  been  your  prac- 
tice to  go  there? 

Judge  Gould.  I  could  not  give  any  accurate  computation  on  that, 
but  whenever  there  was  any  occasion  for  my  presence.  Ordinarily 
T  was  called  up  by  some  officer  of  the  company,  saying  there  was  some 
matter  up  there.  On  some  occasions  the  president  was  out  of  the 
city,  and  I  had  gone  up  there  to  sign  papers,  taking  his  place. 

ilr.  Eedfield.  Is  your  signature  used  at  the  bank  on  occasions 
when  the  president  is  absent? 

Judge  Gould.  Yes,  sir;  my  signature  is  on  all  the  bank  accounts. 
I  think  it  is  on  all :  I  know  it  is  on  several. 

^Ir.  Eedfield.  You  spoke  of  "  checking  up  the  accounts."  What 
was  it  you  meant  by  that? 

Judge  Gould.  There  were  several  different  accounts.  In  the  first 
place,  these  payments  that  come  in  from  both  the  Commercial  and 
the  National  came  in  in  monthly  payments,  and  in  some  months  there 
would  be  page  after  page  of  the  payments  which  were  checked  up 
Avith  the  books  of  the  company  and  then  with  the  bank  account,  to  see 
that  the  money  which  had  been  received  from  those  people  had  gone 
into  the  bank  account.  That  involved  the  work  of  generally  mree 
men  to  do  it.  One  would  take  one  set  of  papers  and  another  the 
books  and  another  the  bank  account  to  determine  whether  the  money 
had  all  been  accounted  for.  I  do  not  know  how  many  hours  that 
would  sometimes  take. 

^Ir.  Eedfield.  Did  you  ever  have  any  difference  with  your  fellow 
directors.  Tuttle.  Wightman  &  Dudley,  as  to  the  propriety  of  certain 
salaries  taken  by  them? 

Judge  Gould.  No,  sir.    You  mean  in  their  corporation? 

^Ir.  Eedfield.  Yes. 

Judge  Gould.  No,  sir.  As  I  say,  I  gave  no  attention  whatever 
to  the  internal  management  of  Tuttle,  Wightman  &  Dudley.  I 
never  attended  a  directors'  meeting  there  in  my  life. 

]Mr.  Eedfield.  But  that  was  the  corporation  from  which  you  de- 
rived the  largest  sum? 

^Ir.  Gould.  Ultimately,  to  my  surprise. 

Mr.  Eedfield.  Do  you  know,  as  a  director  of  that  company,  why 
certain  salaries  drawn  by  Messrs.  Tuttle,  Wightman  &  Dudley  were, 
in  December  last,  refunded  to  the  company  ? 

Judge  Gould.  I  did  not  know  they  were. 

Mr.  Eedfield.  Did  you  know  that  a  decision  was  reached,  after 
this  inre-tigation  was  ordered,  to  refund  certain  salaries  to  the 
company  ? 

Judge  Gould.  I  have  just  stated  I  did  not  know  they  were.  In 
fact,  I  can  put  it  no  more  directly  than  to  say  I  paid  no  attention  to 
the  internal  management  of  Tuttle,  Wightman  &  Dudley. 
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Mr.  Eedfield.  Was  it  your  expectation,  in  making  a  loan  from 
that  company,  that  the  dividends  accruing  in  the  process  of  time 
would  normally  expunge  the  loan? 

Judge  Gould.  I  never  had  the  slightest  thought  of  that.  I  hap- 
pened not  to  have  the  cash  in  the  bank  in  my  account,  and  was  going 
to  get  it  at  the  bank,  and  I  think  Mr.  Tuttle  suggested  that  they 
themselves  would  let  me  have  it,  and  it  was  indifferent  to  me.  I  was 
paying  interest  on  it  just  the  same,  and  expect  to  pay  it  when  it  is 
due,  and  am  perfectly  good  for  it ;  and  also,  by  the  way,  I  put  mp  a 
thousand  dollars'  worth  of  stock  as  collateral  for  it.  I  had  forgotten 
that. 

Mr.  Redfield.  I  notice  it  says  the  stock  is  attached  to  the  loan. 

Did  you  know  that  as  a  matter  of  fact  both  the  Commercial  Fire  In- 
surance Co.  and  the  First  National  Fire  Insurance  Co.  had  lost 
money  during  the  year  1912,  and  that  the  only  corporation  that  made 
any  profit  was  that  of  Tuttle,  Wightman  &  Dudley  (Inc.)  ? 

Judge  Gould.  I  knew  that  the — you  say  the  First  National  lost 
money  ? 

Mr.  Redfield.  Yes. 
,    Judge  Gould.  How? 

Mr.  Redfield.  On  its  underwriting. 

Judge  Gould.  In  1912? 

Mr.  Redfield.  Yes. 

Judge  Gould.  When  did  it  begin  underwriting? 

Mr.  Redfield.  In  the  very  latter  part  of  1912. 

Judge  Gould.  I  was  going  to  say  it  must  have  been  very  late.  1 
do  not  know  anything  about  what  was  the  result  of  its  underwriting, 
because  I  knew  it  just  began  in  the  very  latter  part  of  the  year.  I 
did  know  the  Commercial  Fire  Insurance  Co.  had  lost  money.  I 
also  knew  that  Tuttle,  Wightman  &  Dudley  had  made  money  by  the 
sale  of  and  the  very  successful  exploiting  of  the  stock  of  the  First 
National  that  they  had  received.  I  know  what  their  contract  was  and 
I  know  they  did  receive  profits  from  it,  but  I  do  not  think  they  ever 
made  any  money  from  the  underwriting.  If  they  have,  it  is  a  very 
small  amount. 

Mr.  Redfield.  Have  you  any  explanation  to  offer  as  to  the  sound- 
ness of  the  business  methods  under  which  both  of  the  insurance 
companies  operated  at  a  loss  during  the  year  1912,  and  Messrs.  Tuttle, 
Wightman  &  Dudley  were  the  only  company  that  operated  at  a 
profit,  while  the  individual  arrangement  was  such  that  the  directors 
of  those  companies,  who  were  the  same  jjersons  that  were  directors 
of  Tuttle,  Wightman  &  Dudley,  are  the  only  persons  that  seem  to 
have  profited  by  the  entire  transaction? 

Judge  Gould.  As  I  have  said,  the  success  of  selling  the  stock  in 
the  First  National  was  phenomenal;  there  is  no  doubt  about  that, 
and  they  did  make,  a  profit  upon  that.  So  far  as  the  underwriting 
is  concerned  by  the  two  companies,  I  do  not  think  they  did  make 
any  profit  from  that  or  that  the  companies  made  any  profit  except 
in  the  year  1911. 

Mr.  Redfield.  Let  us  see.  Judge  Gould,  as  to  the  question  as  to 
who  the  individuals  were  that  profited  by  these  three  businesses. 

The  account  of  the  actuary  for  the  committee  shows  that  Mr. 
Tuttle,  Mr.  Wightman,  and  Mr.  Dudley  received,  each,  dividends 
at  the  rate  of  1,100  per  cent  per  annum  on  their  investment  in  their 
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stock  of  $33,000  each ;  that  Mr.  Carusi  received  $8,100,  which  was  not 
quite  1,100  per  cent  upon  his  stock;  that  you  received  $1,100,  which 
was  just  1,100  per  cent  on  your  stock;  and  that  Mr.  Davis  received 
$220,  which  was  just  1,100  per  cent  on  his  stock. 

In  addition  to  that  it  would  appear  that  Mr.  Carusi,  as  counsel, 
received  a  salary;  that  Mr.  Tuttle,  as  president  of  one  of  the  com- 
panies, received  a  salary  of  $1,000;  that  Messrs.  Wightman  and 
Dudley  and  Carusi  and  yourself  received,  as  directors,  fees  and 
salaries. 

It  woidd  appear,  on  the  contrary,  that  the  companies  both  lost 
money,  except  Tuttle,  Wightman  &  Dudley,  and  the  stockholders 
that  received  dividends  received  them  in  substance  out  of  the  sur- 
plus that  they  had  themselves  contributed. 

Is  not  that  a  substantially  accurate  statement  of  the  facts  ? 

Judge  Gould.  No,  sir;  it  is  substantially  inaccurate,  if  you  will 
pardon  me.  It  is  deceptive — and  I  mean  not  intentionally  so,  of 
course — or  misleading,  perhaps  I  had  better  say,  in  that  you  confuse 
the  business  of  the  companies.  If  you  had  stated  and  the  facts 
showed  that  Tuttle,  Wightman  &  Dudley  and  these  other  men  had 
made  this  money,  these  large  sums  of  money,  out  of  underwriting 
the  companies,  and  at  the  same  time  the  companies  had  lost  on  fire 
risks,  there  would  have  been,  as  I  franldy  say,  a  very  bad  condition 
of  things.  But  the  money  that  was  made,  as  I  say,  was  made  en- 
tirely independent  of  the  business  of  fire  underwritmg,  so  that  it  is 
collateral  to  it.  It  was  a  sale  of  the  stock  that  was  made  under  a 
contract  which  experts  had  testified  was  not  an  exorbitant  contract 
so  far  as  the  remuneration  for  the  sale  of  the  stock  was  concerned, 
nnd  made  by  people  who  took  a  chance  as  to  whether  they  could  sell 
it  or  not  and  succeeded. 

So,  to  contrast  the  profits  they  made  in  that  business  with  the 
profits  or  losses  in  the  insurance  business  is  not  exactly,  if  you  will 
pardon  me,  fair.     Do  you  see  what  I  mean  ? 

So  far  as  the  paying  of  their  dividends  out  of  the  surplus  as  con- 
tributed by  stockholders,  I  speak  with  deference  to  the  actual  figures, 
and  I  do  not  think  that  is  shown  by  the  actuary's  reports.  If  a  divi- 
dend should  have  been  paid  out  of  a  surplus  created  by  the  stock- 
holders, I  should  say  it  was  a  very  poor  business  policy  myself, 
though  not  even  then  at  all  dishonest.  It  is  giving  back  what  they 
paid  in.  The  surplus  belongs  to  them.  I  would  say  it  was  a  very 
foolish  and  poor  business  policy.  But  I  think  the  fact  is  not  as  you 
state  it. 

^fr.  Redfield.  I  call  your  attention  to  this  statement  of  the  actuary : 

At  the  begiuiiing  of  tlie  year  1912  the  company  had  a  surplus,  and  aftei' 
adjusting  the  commissions  chargeable,  which  approximated  $100,000,  and  It 
will  be  seen  therefore  that  not  only  has  the  commencing  surplus  entirely  dis- 
appeared, but  the  surplus  subscribed  by  the  stockholders  during  the  year  has 
been  encroached  upon  to  the  extent  of  some  $60,000. 

Judge  GotxD.  But  that  is  to  pay  fire  losses,  underwriting  expenses, 
and  other  things  besides  dividends  to  the  stockholders. 

'Sh:  Redfield.  Dividends  was  part  of  it. 

Judge  Gould.  Only  the  first  six  months  of  the  year  1912.  This  is 
the  last  dividend  that  has  been  paid,  and  there  was  then  a  surplus 
independent  of  the  contributions  of  the  stockholders  out  of  which 
tliat  could  have  been  paid. 
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Mr.  Eedfield.  Pardon  me  on  that  matter  of  the  declaration  of 
dividends.    There  was  a  dividend  paid  in  January,  1912,  of  $12,000. 

Judge  Gould.  That  was  chargeable  as  of  the  prior  six  months  of 
1911. 

Mr.  Eedfield.  It  was  declared  on  December  11,  1911. 

Judge  Gould.  Yes ;  but  it  was  only  paid  in  the  next  month. 

Mr.  Eedfield.  I  call  your  attention  to  the  fact  that  the  next  divi- 
dend was  declared  on  June  13,  1912. 

Judge  Gould.  That  is  for  the  first  six  months  of  1912. 

Mr.  Eedfield.  And  it  was  paid,  to  the  amount  of  $15,962,  and  was 
paid  in  July,  1912.  It  is  already  in  the  record  that  the  company  had 
lost  very  heavily  during  that  period,  and  I  call  your  attention  to  the 
following  statement  of  the  actuary : 

A  rough  estimate  of  the  condition  at  May  31  shows  that  the  company  had  sus- 
tained a  loss  on  operations  for  the  first  five  months  of  the  year,  and  under  these 
circumstances  the  policy  of  declaring  a  6  per  cent  semiannual  dividend  is,  in 
our  opinion,  open  to  question. 

Judge  Gould.  I  say  it  is,  too.  "  Open  to  question  "  is  a  broad  state- 
ment. 

Mr.  Eedfield.  Let  me  go  back,  if  I  may  finish,  to  the  question  as  to 
the  individuals  that  profited  by  these  transactions. 

Will  you  say  to  the  committee  who,  other  than  Mr.  Tuttle,  Mr. 
Wightman,  Mr.  Dudley,  Mr.  Carusi  and  yourself,  Mr.  Wynne,  and 
the  gentlemen  who  were  members  of  the  organization  committee  and 
were  directors  of  these  companies,  made  anything  out  of  the  opera- 
tions of  that  year? 

Judge  Gould.  I  say  these  gentlemen  whom  you  have  designated 
made  nothing  out  of  the  underwriting  business.  It  was  out  of  the 
stock  sale  business  that  the  profits  came. 

Mr.  Eedfield.  You  observe  my  question  did  not  distinguish  at  all? 

Judge  Gould.  I  think  it  should  be  distinguished,  because  they  are 
so  essentially  different.  We  are  talking,  now,  about  the  business  of 
fire  underwriting  and  insurance  as  showing  a  profit  or  a  loss. 
Money  made  in  a  collateral  undertaking  is  not,  i  think,  to  be  in- 
volved in  that. 

Mr.  Eedfield.  Very  good ;  let  us  make  the  separation  you  suggest. 
Did  anybody  make  any  money  out  of  the  underwriting  business? 

Judge  Gould.  I  think  not.  I  say  that  with  the  possibility  there 
was  some  small  underwriting  profit,  but  what  the  underwriting 
profits  were  I  do  not  know.  I  have  heard  outside  it  was  a  very 
small  one. 

Mr.  Eedfield.  So  far  as  you  know,  all  the  profits  that  were  made, 
Judge  Gould,  were  made  upon  the  business  of  selling  the  stock  ? 

Judge  Gould.  Selling  the  stock;  yes,  sir. 

Mr.  Eedfield.  And  of  such  profits  the  comj)any  of  Tuttle,  Wight- 
man  &  Dudley  (Inc.),  made  $137,105.24.  Did  anybody  else  make 
any  profits  except  the  parties  interested  in  that  business  and  the  other 
officers  and  directors  of  the  company  through  their  salaries  and  fees  ? 

Judge  Gould.  No  profit  was  made  through  the  underwriting. 

Mr.  Eedfield.  So  the  only  persons  that  profited  in  any  way — in 
any  way — ^were  the  six  stockholders  of  Tuttle,  Wightman' &  Dudley 
and  Mr.  Wynne  and  the  other  gentlemen  who  were  officers  and  direc- 
tors of  those  two  insurance  companies,  and  they  only  through  their 
salaries  and  fees? 
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Judge  Gouu).  So  far  as  the  present  status  of  the  two  companies  is 
concerned  as  to  underwriting,  that  is  a  fact;  but  the  fact  is  that  the 
First  National  Fire  Insurance  Co.  had  not  really  got  to  underwriting  at 
the  time  when  these  figures  were  taken  and  this  investigation  begun. 

Mr.  Redfield.  So  that,  despite  the  glowing  literature  of  a  growing 
company  and  the  conception  of  prosperity  in  the  circulars  that  were 
issued,  the  fact  remains  that,  except  for  directors'  fees  and  the  mod- 
erate salary  paid  to  Mr.  Wynne,  the  only  persons  that  profited  were 
the  five  persons  or  the  six  persons  who  formed  the  corporation  of 
Tuttle,  Wightman  &  Dudlev  (Inc.),  and  those  six  persons  were  Mr. 
Tuttle,  ]\Ir.  Wightman,  Ui\  Dudley,  who  each  got  $33,000  in  cash; 
jNIr.  Carusi,  Avho  got  $8.100 ;  voursel'f.  who  got  $1,100:  and  Mr.  Davis, 
who  got  $220.     Is  that  so?  " 

Judge  Goi  ij).  If  you  should  stop  here  and  the  companies  would 
close  up,  that  would  be  a  fair  way  of  putting  it;  but  the  First 
Xational,  as  to  which  the  prospects  were  said  to  be  good,  has  never 
begiui  business  except  for  so  short  a  time  that  it  is  negligible. 

Mr.  Rkdfieu).  I  am  speaking  as  of  December  31,  1912. 

Judge  Gould.  I  think  the  First  National  has  done  practically  no 
miderwriting.  It  only  got  its  stock  paid  in  so  it  could  begin  busi- 
ness, and  to  say  it  has  made  no  money  is  simply  to  make  the  propo- 
.sitioii  where  it  has  had  no  opportunity  to  make  money  because  it  has 
not  been  doing  business.  I  had  not  the  slightest  idea  that,  with  the 
organization  which  the  First  National  Fire  Insurance  Co.  has  as  to 
underwriting  agencies,  and  the  large  number  of  stockholders  scat- 
tered over  tlie  country,  it  will  make  money,  if  there  is  any  money  in 
fire  insurance  at  all ;  but  it  can  not  do  it  until  it  gets  started. 

Mi\  C.VRT  SI.  May  I  ask  a  question  at  this  point? 

Mr.  Redfield.  Yes. 

Mr.  Carusi.  Judge  Gould,  you  were  asked  as  to  the  profit  that  was 
made  out  of  the  operations  of  the  First  National  Fire  Insurance  Co., 
and  the  question  put  to  you  assumed  that  the  sale  of  its  stock  was  one 
of  the  operations  of  the  company  out  of  which  a  profit  to  the  com- 
pany might  be  expected. 

I  want  to  ask  whether  any  company  ever,  under  any  circumstances, 
made  any  money  out  of  the  commissions  that  it  paid  somebody  else 
to  sell  its  stock  for  it  ? 

Judge  Gould.  I  explained  that  by  saying  that  the  two  transactions 
were  entirely  collateral.  The  business  of  the  company  is  one  thing, 
and  the  selling  of  its  stock  in  order  that  it  may  be  able  to  do  business 
is  entirely  another  thing. 

Mr.  Carusi.  So  nobody  ever  expected  or  could  reasonably  have  ex- 
pected the  company  would  make  any  profit  out  of  what  it  paid  some- 
body else  to  sell  its  stock  for  it  ? 

Judge  Gould.  Absolutely  not. 

Mr.  Carusi.  Let  me  ask  another  question.  There  was  practically 
no  underwriting  by  the  company  ? 

Judge  Gould,  I  do  not  think  there  was  any.  I  think  there  were  a 
few  policies  issued  and  that  was  at  the  close  of  the  year. 

^Ir.  Carusi.  You  did  not  know,  then,  that  about  $7,000  of  business 
was  written  ? 

Judge  Gould.  If  I  did  know  it  has  escaped  my  memory. 

Mr.  Carusi.  And  that  the  losses  were  two  or  three  hundred  dollars, 
but  the  reinsurance  reserve  requirements  showed  a  technical  depart- 
mental underwriting  loss  for  the  yearJ,ai2jL 
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Judge  GotTLD'.  Out  of  the  premiums  received,  there  was  so  much 
put  in  an  insurance  reserve.  1  really  did  not  know  the  First  Na- 
tional Fire  Insurance  Co.  had  had  time  to  get  into  the  business  of 
underwriting  enough  to  form  any  opinion  as  to  its  profits  or  losses. 

Mr.  Cartjsi.  Assuming  that  the  appraisal  of  the  Southern  Build- 
ing is  a  proper  appraisal,  are  you  still  prepared  to  say  that  during 
1912  the  stockholders  of  the  First  National  Fire  Insurance  Co.  did 
not  make  very  large  sums  of  money  ? 

Judge  Gould.  The  question  put  to  me  by  Mr.  Redfield,  I  think, 
eliminated  the  Southern  Building,  or  I  knew  he  intended  to — did 
you  not,  Mr.  Redfield  ? 

Mr.  Redfield.  I  was  speaking  purely  of  the  underwriting. 

Judge  GoTJLD.  Of  course,  if  the  appraisement  was  correct  of  the 
Southern  Building,  then  there  was  a  profit. 

Mr.  Caeusi.  If  I  understand  your  answers  with  respect  to  the 
First  National  Fire  Insurance  Co.,  they  are  in  effect  that  no  under- 
writing profit  was  made  because  none  could  possibly  be  made  by  a 
company  doing  all  of  its  underwriting  within  the  last  two  or  three 
weeks  of  the  year ;  and  that  no  profit  was  made  by  it  on  the  sale  of 
its  stock  because  it  had  to  pay  somebody  else  to  sell  the  stock,  and 
those  people  made  any  profit  there  was  out  of  the  placing  of  the 
stock,  and  that  if,  therefore,  you  eliminate  also  the  Southern  Build- 
ing, then  the  First  National  Fire  Insurance  Co.  did  not  make  any 
money  in  1912. 

Judge  Gould.  If  it  did,  it  was  a  very  small  amount,  because  its 
business  had,  as  I  understood,  just  begun. 

Mr.  Cakusi.  And  the  people  who  did  dispose  of  the  stock,  aggre- 
gating $1,780,000,  did  make  TJ  per  cent  on  that  amount  ? 

Judge  Gould.  Yes. 

Are  there  any  other  questions,  gentlemen? 

Mr.  Peouty.  I  want  to  ask  a  question  or  two.  Judge  Gould. 

Did  you  attend  the  meetings  of  the  board  of  directors  pretty  regu- 
larly? 

Judge  Gould.  Yes,  sir. 

Mr.  Peouty.  Do  you  recall  whether  you  were  present  on  November 
11,  1912,  at  the  time  the  resolution  was  passed  affecting  the  price 
of  stock? 

Judge  Gould.  I  have  no  individual  or  personal  recollection. 

Mr.  Peouty.  I  will  read  the  resolution. 

Judge  Gould.  I  remember  the  resolution,  but  I  do  not  know 
whether  I  was  there.     I  think  I  was  there. 

Mr.  Peouty.  After  reciting  the  former  resolutions,  it  says 

Judge  Gould  (interposing).  I  am  familiar  with  it. 

Mr.  Peouty.  I  want  to  read  it  into  the  record  at  this  point : 

Whereas,  since  the  passage  of  said  last-mentioned  resolution,  the  company 
has  earned  for  its  stocliholders  a  large  sum  of  money  and  has  already  largely 
increased  its  subscribed  capital  and  its  paid-up  capital  since  the  date  of  the 
last-mentioned  resolution,  in  addition  to  paying  the  regular  12  per  cent  divi- 
dends, has  added  greatly  to  the  amount  of  the  surplus  on  hand  at  the  date  of 
the  passage  of  said  resolution  on  April  17,  thus  further  increasing  the  actual 
value  of  the  stock :  Now,  therefore,  be  it 

Resolved,  That  on  and  after  the  payment  of  the  dividend  payable  January  1, 
1913,  that  no  more  capital  stock  of  this  company  shall  be  sold  at  less  than 
$12  per  share. 
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Do  you  remember  whether  or  not  that  resolution  was  discussed  at 
the  time  of  its  passage  ? 

Judge  GoTjLD.  I  do  not  think  it  was  discussed;  that  is,  I  had  na 
recollection  of  the  debate  that  may  have  taken  place,  but  I  fully 
understood  and  can  state  the  theory  upon  which  it  was  passed. 

It  was  believed  by  the  directors  of  the  company  that  an  actual 
profit  had  been  made  in  the  purchase  of  the  Southern  Building,  and 
not  a  mere  bookkeeping  profit,  not  this  kind  of  a  statement  about 
something  that  has  "  grown  in  the  night,"  but  an  actual,  tangible 
real  estate  profit  had  been  made.  If  that  were  so,  the  stock  was  en- 
hanced that  much  in  value. 

Mr.  Peotjtt.  If  so,  why  did  you  not  state  that  in  the  resolution, 
that  that  was  the  soiirce  of  your  profit,  and  not  lead  the  general 
public  to  apparently  believe  it  was  from  operation  of  the  company  ? 

Judge  Gould.  That  matter  of  the  purchase  of  the  building  was  of 
such  public  notoriety  it  was  realh'  not  necessary.  I  am  making  this 
distinction — and  I  think  it  is  a  fair  one — as  to  the  profit  made  by 
that  purchase  of  that  building.  I  think  it  enhanced  the  value  of  the 
stock  so  much  as  the  building  is  worth  in  the  market  more  than  the 
price  paid  for  it,  but  it  is  not  a  fluid  asset.  I  would  say  that  before 
you  distributed  that  profit  by  a  dividend  the  building  must  be  sold  to 
realize  the  profit  to  make  it  properly  distributable  as  a  dividend,  and 
that  is  the  position  I  should  always  take  with  reference  to  the  com- 
pany paying  a  dividend  based  upon  that  asset ;  that  it  is  not  a  fluid 
asset,  but  a  tangible  increase  of  assets  of  the  corporation. 

Mr.  Peoutt.  But  that  to  which  I  am  trying  to  direct  your  atten- 
tion here  is  the  resolution  placed  upon  its  records  evidently  for  the 
purpose  of  being  distributed  as  part  of  its  literature  to  the  general 
public,  who,  perhaps,  did  not  know  anything  about  the  Southern 
Building  and  did  not  even  know  you  had  bought  it.  Do  you  not 
think,  if  you  wished  to  convey  to  them  the  truth  in  an  intelligent  way, 
you  ought  to  have  said  this  large  surplus  came,  not  from  operations 
of  the  company,  but  from  the  purchase  of  this  building  ? 

Judge  Gould.  Viewed  in  the  light  of  a  month  of  investigation  and 
turning  the  X-rays  on  the  transaction,  I  would  say  it  would  have 
been  foolish  to  have  stated  that  the  profit  was  made  by  the  purchase 
of  the  building;  that  it  was  necessary  to  do  so  in  order  not  to  de- 
ceive— to  aggressively  take  that  position  and  not  to  deceive  is  a 
matter  of  debate.  That  it  was  intentionally  concealed  is  not  really 
tenable,  because  it  was  a  matter  of  public  record,  printed  in  the 
papers,  that  he  who  ran  might  read ;  so  it  would  be  rather  a  danger- 
ous act  to  have  attempted  to  have  concealed  the  method  in  which  the 
profits  were  made  by  not  stating  the  purchase  of  the  building. 

Mr.  Proutt.  In  what  paper  was  it  stated? 

Judge  GotTLD.  That  the  company  had  purchased  the  building  ? 

Mr.  Peotjtt.  Yes ;  and  the  price  paid.  _ , 

Judge  GoiTLD.  As  to  the  price  paid,  I  do  not  know;  but  it  was 
printed  in  the  local  papers,  and  I  think  a  picture  of  the  building  was 
printed. 

Mr.  Peoutt.  Was  it  ever  published  as  to  what  it  cost  the  company 
and  how  much  they  made  on  it? 

Judge  Gould.  I  do  not  know  that  it  was ;  but,  so  far  as  the  busi- 
ness world  of  Washington  was  concerned,  it  was  well  known.    The 
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transaction  was  not  under  a  bushel.    After  it  was  started  it  was  well 
known. 

Mr.  Peouty.  Was  there  anyone  outside  of  the  persons  immediately 
connected  with  this  company  that  knew  about  it  ?    If  so,  state  them. 

Judge  GotTLD.  I  will  tell  you  one  man  that  was  a  nonresident,  who 
happened  to  come  to  town  and  who  happened  to  be  a  stockholder  in 
this  company  from  Delaware.  I  do  not  know  and  can  not  give  you 
his  name  now,  but  he  came  in  to  see  me  about  the  time  this  was  con- 
summated and  said,  "  You  fellows  have  made  a  mighty  fine  purchase 
in  that  building."  He  seemed  to  know  the  details,  but  whether  he 
had  obtained  them  by  inquiry  or  how,  I  do  not  know.  I  did  not  have, 
time  to  talk  to  him,  as  he  came  to  see  me  in  the  courthouse. 

The  matter  was  not  concealed  after  the  contract  was  once  signed. 
There  was  no  concealment  about  the  purchase  price. 

Mr.  Peouty.  There  has  not  been  mtroduced  in  this  hearing  any 
testimony  indicating  that  this  was  given  any  publicity,  any  public 
knowledge  or  airing,  until  since  this  investigation. 

Judge  Gould.  I  have  not  followed  the  testimony  very  closely,  but 
I  know  I  saw  it  in  the  papers.  I  have  not  watched  the  testimony, 
but  I  know  I  saw  it  in  the  papers  at  the  time. 

Mr.  Peouty.  This  resolution,  evidently  in  a  practical  way,  was 
passed  for  the  very  purpose  of  being  circulated  throughout  the  coun- 
try for  the  purose  of  securing  subscritions  to  stock,  was  it  not? 

Judge  Gould.  It  was,  and  is  literally  true,  to  my  best  judgment. 

Mr.  Peouty.  That  is  a  question  about  which  you  and  I  might  dif- 
fer and  argue. 

Judge  Gould.  I  should  be  very  glad  to  do  so. 

Mr.  Peouty.  It  was  published  for  the  sole  purpose  of  making  the 
people  of  the  country  believe  this  was  a  marvelously  prosperous 
company  and  they  had  better  grab  the  stock  that  was  coming  out 
and  that  had  gone  from  $7.70  to  $12.  Was  not  that  really  the  pur- 
pose and  the  object  of  the  passage  of  that  resolution? 

Judge  Gould.  I  would  not  say  that 

Mr.  Peouty.  What  other  purpose  could  there  have  been  ? 

Judge  Gould.  Because,  if  the  contention  and  belief  of  the  directors 
was  accurate,  the  stock  had  enhanced  in  value  by  the  purchase  of  this 
building. 

Mr.  Peouty.  You  evidently  wanted  to  convey  that  impression  ? 

Judge  Gould.  Yes. 

Mr.  Peouty.  Would  it  not  have  been  better  and  fairer  to  tell  them 
how  you  figured  that  was  done,  instead  of  saying  of  course  we  have; 
lost  $160,000  on  the  fire  insurance  business,  but  we  have  made  it  up. 
in  the  exchange  of  real  estate  ? 

Judge  Gould.  Not  the  exchange,  but  the  purchase. 

Mr.  Peouty.  The  purchase  of  real  estate,  then.  "  We  have  lost 
money  in  the  fire  insurance  business,  but  we  have  made  it  up  by  a. 
fortunate  real-estate  deal."  , 

Would  not  that  have  been  the  fair  way  to  deal  with  it  ? 

Judge  Gould.  It  would  have  been  a  fair  way.  If  the  matter  had  ^ 
been  called  to  my  attention  at  that  time — I  mean  if  the  specific  point 
whichyou  state  now  had  been  called  to  my  attention — ^I  would  have, 
suggested  the  resolution — show  in  what  manner  the  profits  had  been.' 
made. 
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Mr.  Prottty.  Were  you  present  at  the  time  the  board  of  directors 
authorized  the  transfer  of  the  Tuttle,  Wightman  &  Dudley  copart- 
nership contract  to  Tuttle,  Wightman  &  Dudley  (Inc.)  ? 

Judge  Gould.  Yes,  sir. 

Mr.  Peoutt.  Did  you  give  that  matter  careful  thought  at  that 
time  ? 

Judge  Gould.  In  ^Yhat  aspect?  It  was  the  case  of  a  partnership 
incorporating.  That  was  all  there  was  to  it.  There  was  no  change 
in  the  relative  rates  of  the  parties  at  all.  It  was  simply  the  incorpo- 
ration of  a  partnership.  There  was  no  modification  of  tlie  agreement 
and  no  extension  of  it. 

Ml'.  Prouty.  Let  me  call  your  attention  to  one  thought,  to  see 
whether  or  not  that  was  in  your  mind  at  the  time. 

It  now  appears  that  Tuttle,  Wightman  &  Dudley  had  perhaps  in 
the  neighborhood  of  $200,000  of  money,  a  large  part  of  which  they 
would  be  compelled  to  return  to  the  company  if  the  persons  that  had 
subscribed  for  stock  in  the  company  should  cease  payments  on 
their  subscriptions  to  that  stock 

Judge  Govu)  (interposing).  $200,000? 

Mr.  Prouty.  Not  accurately,  I  mean,  but  that  was  substantially  so 
at  the  time  these  reports  were  made.  It  may  be  different  now,  but 
that  ih  substantially  the  condition  at  the  time  these  reports  were 
made. 

If  these  amounts  were  required  to  be  returned  to  the  company, 
Tuttle,  Wightman  &  Dudley,  each  individually,  would  have  been  re- 
sponsible for  their  return  and  I  assume  they  were  financially  re- 
sponsible, or  else  you  would  not  have  made  that  kind  of  a  contract 
with  them.  You  would  not  contract  that  they  should  receive  these 
large  sums  of  money  and  take  no  security  for  their  return  except 
their  individual,  personal  responsibility.  You  relieved  them  by  your 
resolution  from  their  personal  obligation,  and  the  only  persons  or 
things  to  which  you  can  look  is  the  incorporated  Tuttle,  Wightman  & 
Dudley  that,  admittedly,  only  has  $1,000  paid-in  cash  stock.  Did 
you  give  that  matter  consideration  as  a  director  ? 

Judge  Gould.  I  never  thought  of  it.  It  never  occurred  to  me. 
The  suggestion  was  never  made.  I  am  satisfied — to  answer  that 
point — that  behind  that  corporate  contract  we  can  to-day  put  the 
guaranty  of  the  three  men  who  were  partners. 

Mr.  Prouty.  You  have  not  done  it  up  to  date  ? 

Judge  Gould.  No ;  I  say  that.  Judge  Prouty,  and  I  believe  it  can 
be  done  without  any  question,  because  the  object  in  incorporating — -I 
am  satisfied,  as  to  these  men — was  not  evade  any  personal  responsi- 
bility whatever.  There  is  one  of  them  here  and  he  can  correct  me  if 
I  state  what  is  not  true.    I  see  your  point. 

Mr.  Prouty.  The  purpose  I  have,  and  the  only  purpose  I  have,  is 
to  see  whether  you  directors  are  looking  after  the  business  of  the 
company. 

Judge  Gould.  That  point  was  not  made  to  me  that  they  were  try- 
ing to  evade  any  personal  responsibilty  or  that  they  would  do  so. 
I  see  what  you  mean  exactly,  but  it  was  not  suggested.  The  inten- 
tion was  not  even  suspected  and  I  do  not  think  existed,  and  so  it  was 
not  a  matter  of  discussion. 

Mr.  Prouty.  I  am  not  even  suggesting  that  it  was  the  purpose. 

Judge  Gould.  You  are  perfectly  right  about  that  point. 
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Mr.  Peotjty.  There  is  one  thing  I  have  asked  of  a  good  many  wit- 
nesses, not  only  of  you  but  others,  to  ascertain  who  was  there  really 
sharply  and  keenly  looking  after  the  company.  That  is  what  I  have 
been  hunting  for  during  all  of  this  examination. 

Judge  Gould.  That  point  is  a  point  which  I  think  is  well  .taken, 
and  there  would  be  no  difficulty  in  correcting  it  at  all,  because  I 
thought  they  would  put  their  own  guaranty  behind  the  contract. 
They  would  have  to  if  my  advice  were  taken  in  the  matter. 

Mr.  Pkouty.  Suppose  this  company  should  go  into  the  hands  of  a 
receiver  and  these  people  all  over  the  country  would  stop  paying, 
what  fund  have  you  to  look  to  from  which  to  recover  this  $2,500  or 
$25,000  or  $50,000  or  $100,000? 

Judge  Gould.  It  would  be  very  much  the  same,  I  think,  if  you" 
carry  out  the  computation,  but  as  you  say,  it  would  rest  only  with 
the  corporation  provided  the  transfer  is  sufficient  to  relieve  them  of 
their  personal  liability,  which  I  would  not  pass  upon  without  in- 
vestigating it  a  little.    I  am  assuming  you  are  correct. 

Mr.  Peouty.  I  saw  your  resolution,  and  it  looked  like  a  complete 
transfer. 

Judge  Gould.  If  that  is  so,  I  think  the  point  is  well  made  that 
there  ought  to  be  behind  that  conti;act  the  personal  liability  that  ex- 
isted when  the  other  contract  was  made  with  the  individuals. 
,  Mr.  Johnson.  Judge  Gould,  would  not  the  premiums  that  they 
would  receive  upon  the  stock  that  they  continued  to  sell  be  in  the 
hands  of  the  insurance  company  to  offset  that? 

Judge  Gould.  Oh,  yes;  indeed.  We  keep  getting  the  money. 
They  are  only  allowed  as  we  allow  it  to-day,  so  it  would  be  very 
difficult  for  them  to  beat  the  company  out  of  very  much,  if  they  tried 
to,  on  that  proposition.  I  tliink  your  point  is  well  taken,  but  there 
ought  to  be  continued  behind  the  contract  personal  responsibility  of 
the  three  contracting  parties,  though  that  was  never  the  intention  of 
their  incorporating,  to  evade  it. 

Mr.  Johnson.  When  I  used  the  word  "  premiums,"  I  meant  "  com- 
missions." 

Judge  Gould.  I  so  understood  it. 

Mr.  Peouty.  You  have  several  times  called  attention  to  the  fact 
that  at  the  time  you  became  a  member  of  the  board  of  directors  of 
Tuttle,  Wightman  &  Dudley  there  was  no  contract  with  the  First 
National  Fire  Insurance  Co.  and  none  in  contemplation. 

Judge  Gould.  The  company  was  not  even  in  contemplation. 

Mr.  Peouty.  You  really  did  not  expect  it  to  be  profitable? 

Judge  Gould.  I  did  not  think  anything  about  it  one  way  or  the 
other. 

Mr.  Peouty.  Is  it  not  a  matter  of  fact  that  at  that  time,  while  you 
were  a  member  of  the  organizing  committee  of  the  First  National 
Fire  Insurance  Co.  and  also  a  stockholder  and  director  of  Tuttle, 
Wightman  &  Dudley,  you  entered  into  a  contract  that  resulted  in 
these  large  profits? 

Judge  Gould.  I  did  not  quite  follow  you. 

Mr.  Peouty.  Were  you  not  a  member  of  Tuttle,  Wightman  & 
Dudley  and  also  a  member  of  the  committee  that  made  contracts 
with  them  for  the  First  National  Fire  Insurance  Co.,  out  of  which 
have  grown  all  these  big  profits  that  you  have  received  from  Tuttte, 
Wightman  &  Dudley? 
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Judge  Gould.  Yes,  sir. 

Mr.  Peoutt.  Did  you  think  that  contract  would  be  so  profitable  to 
Tuttle,  Wightman  &  Dudley  when  you  made  it  ? 

Judge  Gould.  I  did  not  think  about  it  one  way  or  the  other.  As 
I  say,  at  that  time  my  interest  in  Tuttle,  Wightman  &  Dudley  was 
purely  nominal,  and  I  did  not  give  it  a  thought  at  all.  As  I  said 
the  other  day,  in  any  question  that  might  arise  between  the  companies 
on  the  one  side  and  Tuttle,  Wightman  &  Dudley  on  the  other  side,  I 
would  not  have  considered  it  was  an  embarassing  position  at  all, 
because  of  my  understanding  of  my  duty  to  the  companies. 

Mr.  Prouty.  In  answering  Mr.  Berger's  question  I  notice  you  spoke 
of  this  as  a  mere  interlocking  directorate.  Do  you  consider  the  fact 
of  Tuttle,  Wightman  &  Dudley's  relation  to  this  business  as  merely 
a  question  of  interlocking  directorates  ? 

Judge  Gould.  In  the  broad  use  of  that  term,  I  think  that  is  what 
it  amounts  to.  As  I  understand,  the  criticism  is  that  the  directors 
of  one  company  are  also  directors  of  another  company,  and  that  the 
two  companies  are  having  contractual  relations  with  each  other. 

Mr.  Peot  TY.  That  latter  part  is  the  one  that  distinguishes  between 
mere  interlocking  directors? 

Judge  Gould.  The  only  criticism  that  could  ever  be  made  on  inter- 
locking directors  is  where  companies  may  have  business  relations  be- 
tween each  other. 

Mr.  Prouty.  They  might  unite  for  the  purpose  of  restraining 
trade,  the  same  argument  that  we  have  had  before. 

Judge  Gould.  But  we  were  ui^iting  for  the  purpose  of  expanding 
trade. 

Mr.  Prouty.  The  point  I  am  intending  to  emphasize  is,  do  you 
think  it  is  a  safe  way  for  men  that  are  interested  in  the  results  of  a 
contract  being  the  controlling  force  of  the  contract  out  of  which  it 
is  made? 

Judge  Gould.  You  ask  that  in  the  abstract? 

Mr.  Prouty.  Yes. 

Judge  Gould.  I  do  not.  It  does  not  apply  here,  because  the  direc- 
torate of  Tuttle,  Wightman  &  Dudley  were  never  able  to  control  the 
directorates  of  the  Commercial.  For  instance,  they  had  only  at  the 
outside  5  members^  and  there  were  15  members  of  the  Commercial, 
10  of  whom  were  utterly  disconnected  with  Tuttle,  Wightman  & 
Dudley.  The  abstract  proposition  is  absolutely  correct.  There 
ought  not  to  be  a  position  where  the  directors  can  control  the  re- 
spective companies. 

Mr.  Prouty.  Would  you  not  go  one  step  further  than  that  and  say 
it  ought  not  to  be  composed  of  men  that  are  the  controlling  force  and 
factor,  although  they  are  not  the  majority? 

Judge  Gould.  Assuming  they  are  the  controlling  force  and  factor, 
I  should  say  you  are  still  right. 

Mr.  Prouty.  Take,  for  instance,  a  board  of  directors  entirely  se- 
lected by  Mr.  Tuttle,  as  we  have  shown  in  the  record ;  do  you  think 
it  is  safe  to  allow  that  kind  of  a  board  of  directors  to  deal  with  him 
in  the  consummation  of  a  contract  ? 

Judge  Gould.  It  would  depend  on  the  personnel  of  those  directors. 

Mr.  Prouty.  No  persons  short  of  angels  could  measure  up  to  that 
duty. 
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Judge  Gould.  I  think  it  would  not  be  necessary  for  a  man  to  be  an 
angel  to  do  his  fiduciary  duty  according  to  the  law.  I  think  the  rank 
and  file  of  honest  men  do  that. 

Mr.  Prouty.  Do  you  think  it  is  safe  in  the  affairs  of  men  to  allow 
the  agents  of  a  man  to  make  a  contract  with  him  himself  ? 

Judge  Gould.  No.  Of  course,  you  are  asking  me  as  a  lawyer,  and 
as  a  lawyer  I  say  no.     The  law  looks  with  disfavor  upon  it. 

Mr.  Peouty.  The  law  looks  with  disfavor  upon  it  ? 

Judge  Gould.  Yes. 

Mr.  Peouty.  The  courts  look  with  disfavor  upon  it? 

Judge  Gould.  Absolutely. 

Mr.  Bebger.  Now,  to  drop  angels  and  come  down  to  earth.  Judge, 
are  the  j  udges  in  the  District  fairly  busy  with  cases  on  the  bench  ? 

Judge  Gould.  Very  fairly  busy ;  more  so  than  fairly  busy. 

Mr.  Bergee.  More  than  fairly  busy? 

Judge  Gould.  Yes.    Our  work  here  is  constant  and  continuous. 

Mr.  Beegee.  In  fact,  I  have  heard  it  stated  that  lawyers  complain 
that  there  are  not  enough  judges,  that  cases  are  lagging  behind,  etc. 

Judge  Gould.  There  has  been  that  complaint  here  for  years. 

Mr.  Beegee.  Do  judges  have  time  to  go  outside  and  take  part  in 
private  corporations  whether  it  is  a  million-dollar  corporation,  or 
others,  as  directors,  and  so  on?     Can  they  spare  the  time? 

Judge  Gould.  Do  they  have  time? 

Mr.  Beegee.  Can  they  spare  it,  as  a  rule? 

Judge  Gould.  That  involves  a  very  broad  question.  If  you  will 
defer  to  me  just  one  moment;  I  do  not  want  to  take  the  time  here 
over  a  matter  that  perhaps  is  not  relevant  to  the  investigation. 

Mr.  Beeger.  But  it  is. 

Judge  Gould.  We  hold  courts  here  in  this  city,  if  I  may  put  it 
this  way,  just  as  long  as  the  lawyers  will  try  their  cases.  To  give  you 
an  example,  we  sit  until  3  o'clock  in  the  afternoon  all  the  year  around 
practically;  we  have  a  vacation  in  the  summer.  I  have  often,  in  a 
long,  protracted  case,  for  instance,  asked  the  lawyers,  "  Let  us  sit  to 
5  to-day  or  4  o'clock,"  and  invariably  the  lawyers  object  to  sitting 
beyond  3  o'clock. 

The  reason  is  this :  They  have  their  office  work  to  attend  to.  This 
is  not  a  great  commercial  city,  and  the  law  practice  Ixere  is  not  done 
by  large  firms.  A  man  has  his  court  work  and  his  office  work  when 
he  gets  through.  My  experience  with  lawyers  is  they  do  not  want 
to  sit  at  all  after  3  o'clock,  sitting  every  day.  It  is  not  like  a  court 
held  in  a  county  seat  in  the  country,  where  they  have  court  only  a 
few  weeks  in  the  year,  or  a  few  weeks  in  a  term;  it  is  continuous 
here. 

And  as  to  this  question  of  holding  court,  I  think  the  judges  are 
willing  to  sit  as  long  as  the  lawyers  will  stay  there.  As  a  matter  of 
fact,  and  I  defer  to  quite  a  number  of  members  of  the  bar  here  to 
say  whether  or  not  it  is  a  fact,  they  are  the  ones  that  usually  object 
to  sitting  beyond  the  regular  hour. 

That  being  so,  on  leaving  court  you  have  a  certain  amount  of  time 
on  your  hands  which  it  is  a  relaxation  to  devote  to  something  else. 
You  know  yourself  there  is  a  certain  limit  of  time  during  which  you 
can  keep  your  mind  fixed  on  one  thing.  So,  I  say,  it  does  not  neces- 
sarily follow,  because  a  man  on  the  bench  takes  an  active  interest  in 
outside  affairs  that  he  neglects  his  duty  by  doing  so. 
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Mr.  Beegee.  That  is  not  the  case;  that  is  not  the  way  I  understand 
it.  You  see,  the  common  man  looks  up  to  the  judge;  in  fact,  he 
ought  to. 

Judge  GoTJLD.  Yes. 

Mr.  Beegee.  And  I  believe  a  judge  ought  to  be  e.xceedingly  careful 
what  part  he  takes  in  business  and  m  corporations. 

Judge  Gould.  You  are  perfectly  correct;  and  I  will  be  frank  to 
say  it  is  possible  I  made  a  mistake  in  becoming  connected  with  these 
corporations. 

There  is  another  side  to  it,  though.  The  criticism  that  has  been 
passed  on  the  Federal  bench  all  over  tlie  country  is  they  are  aloof 
from  the  affairs  of  men;  that  they  get  out  of  touch  with  isociety 
and  its  changing  conditions;  that  they  get  separated  from  their 
fellow  beings,  and  thus  do  not  render  justice,  as  they  should,  with 
a  knowledge  of  human  nature  and  of  business  affairs.  So  you  are 
between  the  gentlemen  at  the  bar  this  morning 

Mr.  Beegee  (interposing).  But,  Judge  Gould,  it  is  better  to  be 
separated  from  those  affairs  than  to  be  separated  from  the  bench? 

Judge  Gouu).  You  will  be  criticized  either  Avay. 

Mr.  Beegee  (continuing).  Separated  from  the  bench  like  Judge 
Archbald  and  Judge  Ilanford. 

Judge  Gni'LD.  I  of  course  would  not  like  to  be  put  in  the  caite- 
gory — I  do  not  want  to  discuss  that  question. 

Mr.  Beegee.  Of  course  not.  However,  I  believe  judges  ought  to 
be  exceedingly  careful.  They  get  a  good  salary,  they  have  a  pen- 
sion for  life — Federal  judges — and  they  owe  something  to  the  people 
who  pay  it. 

Judge  Goi'LD.  I  think  the  Federal  judges  in  this  District  have 
always  tried  to  recognize  that  obligation. 

Mr.  CAErsi.  I  would  like  to  ask  you  a  couple  of  questions,  Judge 
Gould.  There  are  four  contracts  which  have  been  exficuted  between 
these  fire  companies  and  either  the  partnership  of  Tuttle,  Wightman 
&  Dudlej'  or  the  later  corporation.  Two  of  those  were  executed  by 
the  First  National  Fire  Insurance  Co.  The  first  of  those  was  exe- 
cuted, as  the  record  shows,  between  the  organization  committee  of 
which  you  were  a  member  and  I  was  a  member  and  Tuttle,  Wight- 
man  &  Dudley.  I  wish  to  ask  you  whether  Tuttle,  Wightman  & 
Dudley  were  members  of  that  committee  that  thus  contracted  with  it^ 

Judge  Gould.  No  ;  they  Avere  not. 

jNIr.  Caeisi.  Did  they  have  any  stock  control  by  which  they  could 
force  the  members  of  the  organization  committee  ? 

Judge  GoT'LD.  None  at  all;  they  were  absolutely  disconnected. 

jNIr.  Caei-si.  So  that  with  respect  to  the  first  of  those  contracts 
any  assumption  that  Tuttle,  Wightman  &  Dudley  contracted  with 
themselves  is  entirely  outside  the  facts,  is  it  not  ? 

Judge  Gould.  They  were  not  represented  or  connected  in  any  way 
with  the  organizing  board  of  the  First  National.  I  had  forgotten 
that. 

Mr.  Gaeusi.  That  organizing  board  had  perfect  freedom,  did  it 
not,  to  contract  or  not,  as  it  pleased  ? 

Judge  Gould.  Absolutely. 

Mr.  Caeusi.  Let  us  take,  if  you  please,  the  second  of  the  two  con- 
tracts. 

Judge  Gould.  The  underwriting  contract? 
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Mr.  Carusi.  The  underwriting  contract.  The  board  of  directors 
of  the  First  National  Fire  Insurance  Co.  after  it  was  incorporated, 
were  they  or  were  they  not  directors  by  virtue  of  any  stock  control 
held  by  Mr.  Tuttle  or  any  of  his  associates  ? 

Judge  Gould.  Oh,  no;  not  at  all. 

Mr.  C'arusi.  How  did  they  become  directors? 

Judge  GoTJLD.  They  were  named  as  incorporators  of  it  when  the 
charter  was  filed. 

Mr.  Carusi.  Was  Mr.  Tuttle  or  Mr.  Wightman  or  Mr.  Dudley 
named  among  those  incorporators? 

Judge  Gould.  No — I  do  not  remember ;  I  do  not  think  so. 

Mr.  Carusi.  So  that,  so  far  as  those  two  contracts  with  the  First 
National  Fire  Insurance  Co.  are  concerned,  it  is  absolutely  incorrect 
to  say  that  Tuttle,  Wightman  &  Dudley  made  the  contract  with 
themselves  ? 

Judge  Gould.  That  is  true.    I  had  forgotten  that,  Mr.  Carusi. 

Mr.  Caeusi.  There  are  two  contracts  with  the  Commercial  Fire 
Insurance  Co.  Do  you  know  that  at  the  time  the  first  of  those  con- 
tracts was  made  the  board  of  directors  who  entered  into  the  contract 
had  not  been  elected  by  Mr.  Tuttle  or  any  of  his  associates  ? 

Judge  Gould.  That  is  true.    Wait  a  minute;  just  repeat  that. 

The  stenographer  read  the  question. 

Judge  Gould.  I  could  not  answer  that  question,  because  I  was  not 
a  member  of  the  board  at  the  time  the  first  contract  was  made.  That 
was  before  I  came  onto  the  board. 

Mr.  Carusi.  I  may  say  that  it  is  in  evidence  here  that  the  old  direc- 
tors of  the  Commercial  Fire  Insurance  Co.  voted  to  make  that  con- 
tract, and  that  Mr.  Tuttle,  the  only  member  of  the  firm  of  Tuttle, 
Wightman  &  Dudley,  who  was  a  member  of  that  board,  declined  to 
vote  upon  the  matter  of  that  contract. 

Judge  Gould.  I  think  you  are  right,  but  I  was  not  then  a  member 
of  the  board.  I  know  they  had  not  then  control  of  the  board  by  any 
means.  They  did  not,  when  I  went  on  the  board — Tuttle,  Wightman 
&  Dudley — have  any  control  at  all. 

Mr.  Caeusi.  It  would  appear  that  two  underwriting  contracts  were 
not  made  by  a  company  of  which  Mr.  Tuttle  is  president,  or  by  his 
firm,  nor  by  the  directors  who  owed  their  places  on  the  board  to  any 
stock  control  or  any  other  control  that  he  could  exercise  over  them. 
That  leaves  one  of  these  four  contracts 

Judge  Gould.  And  that  contract  was  the  underwriting  contract 
that  was  made  between  Tuttle,  Wightman  &  Dudley  and  the  First 
National. 

Mr.  Carusi.  No ;  we  have  covered  those  two  contracts. 

Judge  Gould.  What  was  the  other  one  ? 

Mr.  Carusi.  The  other  one  is  the  stock-selling  contract  for  the 
Commercial. 

Judge  Gould.  That  was  made  before  I  went  on  the  board.  I 
never  knew  anything  about  it. 

Mr.  Carusi.  That  is  all  I  wished  to  ask. 

Mr.  Prouty.  Just  one  question  on  that  same  line.  Who  were  the 
parties  that  originated  the  idea  of  organizing  the  First  National  ? 

Judge  Gould.  I  can  only  say  the  first  person  that  spoke  to  me 
about  it  was  Mr.  Carusi,  sitting  opposite  you. 
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Mr.  Proutt.  It  was  well  known,  was  it  not,  that  this  was  a  com- 
pany that  was  being  organized  at  the  instance  and  suggestion  of 
Tuttle,  Wightman  &  Dudley? 

Judge  GorLD.  I  do  not  know  who  made  the  first  suggestion.  I 
never  have  known.  But  speaking  of  the  First  National,  there  is 
absolutely  no  person,  no  set  of  men,  that  controls  the  stock  in  that 
company.    It  is  spread  out  so  I  do  not  see 

Mr.  Peoutt  (interposing).  There  is  no  intimation  of  that,  Judge 
Gould.  But  the  thought  I  am  inquiring  about  now  is  were  not 
Tuttle,  Wightman  &  Dudley  the  moving,  controlling  spirit  in  the 
organization  of  the  First  National? 

Judge  GoTJLD.  After  they  had  their  stock  contract,  undoubtedly. 

Mr.  Prouty.  Did  not  they  have  before — were  not  they  the  ones 
that  gathered  up  you  men  for  the  purpose  of  organizing? 

Judge  Gould.  I  can  only  speak  for  myself  and  say  the  man  that 
spoke  to  me  about  it,  and  I  recall  distinctly  the  occasion,  was  Mr. 
Carusi. 

Mr.  Prouty.  Mr.  Carusi  was  at  that  time  a  member  of  company. 

Judge  Gould.  I  think  the  idea  originated  with  Tuttle,  Wightman 
&  Dudley. 

Mr.  Proutt.  In  other  words,  did  anybody  ever  speak  to  you  about 
the  question  of  going  upon  the  board  except  a  member  of  the  cor- 
poration of  Tuttle,  Wightman  &  Dudley  ? 

Judge  Gould.  Xo,  sir ;  Mr.  Carusi  is  the  only  man  that  spoke  to  me 
about  it.  He  explained  the  whole  plan  as  to  what  they  contemplated 
doing. 

Mr.  Prouty.  Did  not  he  explain  to  you  it  was  a  matter  of  con- 
troversy as  to  whether  jNlr.  Tuttle  had  originated  the  scheme  or  Mr. 
Wightman  had  originated  it? 

Judge  Gould.  Xo;  I  never  knew  there  was  any  controversy.  1 
did  not  know  until  this  moment  there  was  such  a  controversy. 

Mr.  Prouty.  As  a  matter  of  fact,  the  conception  of  this  company, 
of  the  First  Xational,  was  conceived  ]n  the  corporate  limits  of  the 
Tuttle,  Wightman  &  Dudley  organization? 

Judge  Gould.  As  I  say,  Mr.  Carusi,  who  was  a  member  of  that 
organization,  first  spoke  to  me,  and  he  was  the  only  person  who  ever 
spoke  to  me  about  it. 

Mr.  Prouty.  Your  testimony,  or  that  directed  to  you  by  Mr.  Ca- 
rusi, was  along  the  line  you  were  acting  independent  of  Mr.  Tuttle 
and  in  a  certain  sense  against  him  and  as  it  were  meeting  Mr.  Tuttle 
at  full  arm's  length  in  the  drawing  of  these  contracts;  that  is  the 
thought  I  am  trying  to  get  before  this  committee,  as  to  whether  or 
not  you  did  stand  in  that  position? 

Judge  Gould.  I  did,  as  far  as  I  am  personally  concerned. 

Mr.  DouGLu\s.  You  were  asked  by  Judge  Prouty  with  reference  to 
that  resolution  passed  in  November,  1912,  about  the  increase  in  the 
price  of  stock,  and  you  were  also  asked  if  it  would  not  have  been 
better  to  have  disclosed  the  fact  in  the  resolution  that  this  profit  was 
made  by  the  purchase  of  this  real  estate. 

I  will  ask  you  first  if  you  knew,  then,  of  any  reason  for  concealing 
the  fact  that  a  profit  had  been  made  in  the  real  estate  ? 

Judge  Gould.  I  covered  that  by  saying  no ;  I  could  not  conceive  of 
any  reason. 
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Mr.  -Douglas.  That  is  preliminary  to  this  question:  Do  you  not 
know  that  about  that  time,  almost  immediately  after  the  appraisal 
of  this  property,  the  companies  communicated  directly  with  their 
stockholders  and  informed  them  specifically  of  this  purchase  and  of 
the  profits. 

Judge  Gould.  I  do;  because  I  received  a  circular  letter — I  infer 
that  because  I  received  a  circular  myself  through  'the  mail  addressed 
to  me  as  a  stockholder. 

Mr.  Douglas.  And  that  was  done  about  coincident  in  point  of 
time  with  this  resolution. 

Judge  Gould.  As  soon  as  consummated. 

Mr.  Douglas.  Mr.  Redfield  has  asked  you  about  making  eleven 
hundred  per  cent  on  this  stock.  Is  it  not  true  the  stock  of  this  cor- 
poration was  purely  nominal  and  this  money  was  made  as  the  result 
of  personal  effort,  like  a  surgeon  on  performing  an  operation,  or 
like  a  dentist  working  on  your  teeth? 

Mr.  Peouty.  That  is  a  very  good  illustration. 

Mr.  Douglas.  I  took  that  purposely. 

Judge  Gould.  That  is  a  matter  of  argument,  which  the  record 
shows. 

Mr.  Douglas.  I  meant  to  develop  the  fact  that  the  capital  stock 
was  purely  nominal. 

Judge  Gould.  Purely  nominal;  it  was  incorporating  the  partner- 
ship. 

Mr.  Douglas.  The  contract  was  one  of  personal  service? 

Judge  Gould.  Yes;  personal  service. 

Mr.  Douglas.  That  is  all. 

Mr.  Peoutt.  While  there  was  no  object  in  concealing  the  fact  that 
the  companies  had  made  a  large  profit  on  the  sale  of  stock,  was  there 
any  object  in  concealing  the  fact  that  they  had  lost  money  on  the 
underwriting  business? 

Judge  Gould.  I  think  there  was  no  object. 

Mr.  Peouty.  Why  did  not  they  state  that?  Did  you  ever  get  a 
letter  notifying  you  of  that  fact  ? 

Judge  Gould.  Why,  Judge  Prouty,  the  insurance  company's  rec- 
ords are  spread  all  over  the  country.  They  have  to  be  reported  to 
the  different  departments;  the  States  all  have  them.  You  can  not 
conceal  the  internal  workings. 

Judge  Peouty.  Have  you  any  recollection  of  the  company  ever 
sending  out  any  resolution  notifying  persons  they  had  lost  any 
money  in  the  underwriting  business? 

Judge  Gould.  I  do  not  know.  The  people  would  have  found 
that  out. 

Mr.  Peouty.  Could  not  they  find  out  about  the  other  ? 

Judge  Gould.  Yes,  sir. 

Mr.  Peouty.  Why  would  they  send  out  notice  of  one  and  not  of 
the  other? 

Judge  Gould.  You  are  apt  to  pick  the  things  you  are  successful  in. 

Mr.  Peouty.  And  forget  the  others  ? 

Judge  Gould.  And  not  mention  them.  We  all  want  to  put  for- 
ward a  fair  front. 

Mr.  Peouty.  Do  you  not  think  that  resolution  was  intended  to 
deceive  the  people  as  to  the  real  situation,  calculated  to  deceive;  T 
will  not  use  the  word  "  intended,"  but  "  calculated  "  ? 
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Judge  GotTLD.  That  is  another  thing.  It  might  have  had  the 
effect  of  deceiving  people,  but  not  calculated  to,  because  it  was  per- 
fectly true  as  it  was  written,  and  the  motive  for  concealing  anything, 
to  my  mind,  is  not  apparent,  because  you  could  not  do  it. 

Mr.  Peotjtt.  Anything  that  gives  only  half  the  truth  and  leaves 
out  the  other  half  .is  worse  than  a  whole  yarn. 

Judge  GorLD.  It  was  not  suppressio  veri.  It  did  not  aggressively 
conceal  anything ;  I  say  affirmatively  conceal. 

Mr.  Pbouty.  It  was  very  tactfully  concealed,  though. 

Judge  Gould.  I  do  not  even  admit  that.  I  should  say  from  the 
result  here  that  it  was  not  tactfully  even,  because  it  seems  to  have 
caused  a  great  deal  of  comment. 

But  so  far  as  concealing  losses  of  an  insurance  company  is  con- 
cerned, you  can  not  do  it  nowadays  under  the  modern  esjaionage 
exerted  over  the  companies  doing  the  insurance  business.  It  is 
absolutely  impossible. 

Mr.  Pkouty.  If  it  had  not  been  for  this  so-called  real-estate  deal, 
their  report  would  ha^•e  been  compelled  to  have  been  issued  in  a 
form  that  would  have  shown  a  loss? 

Judge  Gould.  They  show  an  underwriting  loss  now. 

Mr.  Prouty.  But  they  put  out  a  big  surplus. 

Judge  GoLTLD.  Every  actuary  who  goes  over  those  figures  goes 
through  them  like 

Mr.  Pbouty  (interposing).  I  am  not  talking  about  actuaries;  I 
am  talking  about  the  masses  of  the  people  who  do  business  with 
these  companies. 

Judge  Gould.  The  actuaries  furnish  figures  to  the  masses,  though. 
There  is  no  insurance  company  in  the  world,  under  our  law  now, 
that  would  dare  put  out  a  table  of  liabilities  and  assets  that  would 
be  deceptive,  for  the  simple  reason  that  the  officials  of  every  State 
get  the  actual  figures  and  they  analyze  them.  And  they  are  a  hard 
crowd  of  men  to  fool,  too. 

Mr.  Prouty.  But  this  resolution  was  not  addressed  to  the  ac- 
tuaries of  the  companies ;  this  was  one  addressed  to  us  common  peo- 
ple out  West. 

Judge  Gould.  Those  that  Abraham  Lincoln  said,  "  God  must  love 
them  or  He  would  not  have  made  so  many  of  them  "  ? 

Mr.  Prouty.  That  is  right. 

Mr.  Eedfield.  I  call  your  attention  to  this  statement  in  the  litera- 
ture of  the  Commercial  Co.,  made  some  months  prior  to  the  South- 
ern Building  contract: 

Therefore,  as  the  Commercial  has  pleased  its  stockholders,  it  has  also  made 
money  for  its  owners. 

Judge  Gould.  What  is  the  date  of  it? 

Mr.  Redfield.  The  date  of  this  is  the  15th  day  of  May,  1912. 

For  many  years,  season  in  and  season  out,  it  has  paid  6  per  cent  annually  on 
its  stock.  Then  the  increases  began  to  come;  the  dividend  in  July,  1911,  was 
on  the  basis  of  8  per  cent,  and  now,  in  1912,  Commercial  stack  pays  12  per  cent 
annually.  It  is  good  to  record  dividends  in  an  ascending  scale  and  tr-ust  the 
protection  of  your  property  to  the  Commercial. 

Side  by  side  with  that  portion  of  the  truth,  is  not  the  fact  that  the 
other  portion  of  the  truth  was  that  things  were  then  getting  in  such 
a  way  that  but  for  the  purchase  of  the  Southern  Building  in  October, 
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some  months  later,  the  surplus  of  the  company  would  have  ceased 
to  exist? 

Judge  GoTTLD.  Yes ;  but,  as  we  discussed  the  other  day,  that  was  in 
May,  and  I  say  the  average  of  the  year  might  have  made  the  opti- 
mistic prophecy  absolutely  true.  It  would  not  have  been  unheard  of 
in  any  underwriting  to  have  done  that. 

Mr.  Caettsi.  On  this  resolution  proposition  the  facts  were,  were 
they  not,  that  at  the  time  this  resolution  was  passed  that  either 
$160,000  or  some  portion  of  it  had  been  lost  in  the  underwriting  of 
the  company  and,  according  to  the  unimpeached  appraiser  of  the  in- 
surance department,  $210,000  had  been  earned  by  the  company? 

Now,  I  want  to  ask  you,  and  I  do  not  want  to  lead  you  in  any  way. 
I  want  you  to  make  an  absolutely  frank  and  not  necessarily  favor- 
able reply,  if  you  do  not  agree  with  my  statement  to  the  committee — 
whether  or  not  it  is  a  perfectly  fair,  honorable,  and  proper  kind  of 
statement  to  a  prospective  stockholder,  or  to  anybody  else,  to  state 
that  the  net  operations  of  a  company  show  a  handsome  profit,  if 
such  be  the  case,  without  analyzing  the  various  sources  of  profit  and 
loss  and  detailing  them  in  the  form  of  a  profit  and  loss  statement  ? 

Judge  Gould.  I  am  perfectly  satisfied  to  let  my  answer  to  that 
stand  on  what  I  have  said  to  Judge  Prouty. 

Mr.  Caeusi.  I  do  not  remember  your  answer  now. 

Judge  Gould.  I  said  simply  that  it  was  the  statement  of  a  fact^ 
the  fact  was  true  if  the  basis  of  the  appraisement  was  established  to 
be  true.  It  did  not  state  the  underwriting  loss,  which  it  might  have 
done,  and  it  is  a  matter  of  discretion  or  argument  or  individual 
opinion  as  to  whether  it  ought  to  have  been  done  or  not. 

Mr.  Caeusi.  Did  you  ever  hear  of  anyone,  in  your  experience  either 
as  a  judge,  and  thus  coming  in  contact  with  many  business  situa- 
tions— did  you  ever  hear  of  any  merchant  or  any  other  person,  in 
making  a  statement  for  the  purpose  of  obtaining  credit,  would  state 
that  the  previous  year's  operations  had  been  profitable  to  him,  and 
giving  the  amount  of  profit,  and  then  proceed  further  to  dissect  that 
statement  and  say,  while  I  lost  money  on  my  Fourth  Street  place, 
I  made  it  on  my  Eighth  Street  place,  and  what  I  lost  on  this  branch 
of  ray  business  I  more  than  made  up  on  some  other  branch  of  my 
business  ?    Is  that  customary  ? 

Judge  Gould.  Why,  I  do  not  know  that  I  recall  any  instance  where 
a  man  has  analyzed  his  business  when  he  was  making  a  statement  of 
that  sort.  I  might  say,  if  I  were  proceeding  in  court,  that  your 
question  was  rather  an  argument  than  a  question. 

Mr.  Caeusi.  I  frankly  admit  that  such  is  the  case,  but  I  have  had 
a  great  deal  of  encouragement. 

Judge  Gould.  I  understand  the  committee  has  decided  to  proceed 
along  the  lines  of  legal  inquiry  now,  and  I  think  the  objection  of 
Judge  Prouty  will  have  to  prevail. 

Mr.  Johnson.  You  have  spoken  of  its  being  practically  impossible 
to  hide  the  losses  of  an  insurance  company.  Is  it  not  especially  so 
since  it  has  appeared  that  the  columns  of  Best's  Insurance  Journal 
have  been  free  to  everything  Tuttle,  Wightman  &  Dudley  were  con- 
cerned with  in  that  respect? 

Judge  Gould.  I  think  that  it  is  not  only  impossible,  but  that  a  man 
who  wishes  to  ignore  the  facts  could  not  get  out  of  the  way  of  it. 
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I  have  had  Best's  reports  thrust  under  my  face  for  months  back,  in 
regard  to  this  concern,  and  I  Icnow  they  have  been  circulated  every- 
where. 

Another  thing  about  insurance.  It  is  not  necessary  to  state  it  to 
you  gentlemen;  you  all  Imow.  But  take  it  out  in  our  own  State  of 
Maryland.  The  county  papers  even  publish  the  reports  of  all  insur- 
ance companies  doing  business.  They  are  required  by  law  to  publish 
their  reports  of  their  assets  and  liabilities  annually,  and,  I  think, 
semiannually ;  but  I  am  sure  annuall}'.  So  that  everybody  reads  who 
has  any  interest  in  the  matter  at  all  what  the  insurance  companies 
SLTe  doing.  I  do  not  think,  except  for  the  national  banks,  there  is 
any  branch  of  our  corporate  activities  that  is  more  subject,  and  more 
properly  subject,  to  public  scrutiny  than  is  the  insurance  business. 

Mr.  Johnson.  The  law  requires  in  the  District  of  Columbia  that  a 
certain  amount  of  capital  stock  be  on  hand  before  any  insurance 
company  can  do  business? 

Judge  Gould.  Yes,  sir. 

Mr.  Johnson.  And  the  law  requires  that  that  can  not  be  impaired 
beyond  a  certain  extent,  else  they  have  to  quit  business  ? 

Judge  Gould.  Yes,  sir. 

I\Ir.  Johnson.  There  is  no  law  in  the  District  of  Columbia,  how- 
ever, is  there,  requiring  an  insurance  company  to  carry  a  surplus  ? 

Judge  Gould.  No,  sir;  not  only  that,  but  I  do  not  recall  any  pro- 
vision in  the  law  that  requires  a  reinsurance  reserve  here,  which  is 
distinct  from  the  surplus.     Is  there  not,  Mr.  Carusi  ? 

IMr.  Easbt-Smith.  There  is,  but  it  does  not  specify  the  amount. 

Mr.  Johnson.  When  you  were  on  the  stand  the  other  day  it  was 
suggested  to  you  in  the  form  of  a  question  that  because  of  your  asso- 
ciation with  this  insurance  company,  because  you  were  judge  of  a 
court  here,  it  was  possible  for  matters  in  litigation  to  come  before 
you.  I  believe. 

Judge  Gould.  I  answered  that  by  saying  it  was  utterly  impossible. 

Mr.  Johnson.  It  is  just  as  possible  for  those  insurance  matters  to 
come  before  you  as  judge  of  a  court  as  if  you  were  to  purchase  a 
piano,  is  it  not? 

Judge  Gould.  Absolutely. 

Mr.  Johnson.  Or  anything  else  for  your  household  or 

Judge  Gould.  Or  any  other  contract  I  make  for  any  personal  com- 
modity or  anything  for  my  own  house  would  have  the  same  oppor- 
tunity to  be  tested  in  my  court  that  this  would  have,  and  no  more. 
Of  course  the  judge  would  not  think  of  sitting  in  a  case  in  which  his 
own  personal  interests  were  involved,  and  he  does  not  have  to  here, 
because  of  our  division  of  the  courts. 

Mr.  Johnson.  That  is  all. 

Judge  Gould.  I  again  thank  you  gentlemen  for  j'our  courtesy. 

Mr.  Johnson.  Have  you  any  other  witnesses  here? 
.    Mr.  Easbt-Smith.  I  have  no  witness  here  now. 

Mr.  Peouty.  I  would  like  to  have  inserted  in  the  record  the  origi- 
nal resolution  passed  by  the  House  authorizing  this  investigation. 

Mr.  Johnson.  It  may  be  inserted  at  this  point. 
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The  resolution  referred  to  is  as  follows : 

[H.  Res.  756,   Sixty-second  Congress,  third  session.] 

EESOLDTION  Autliorizing  the  Committee  on  the  District  of  Columbia  to  conduct  an 
iuvestisation  of  the  affairs  of  the  office  of  the  superintendent  of  insurance  of  the- 
District  of  Columbia  and  of  certain  fire  insurance  companies  doing  business  in  the- 
District  of  Columbia. 

Resolved,  That  the  Committee  on  the  District  of  Columbiii  of  the  House  of 
Represeutatives,  or  any  subcommittee  thereof  which  the  chairman  of  said  com- 
mittee may  appoint,  is  hereby  authorized  and  directed  to  investigate  the  con- 
duct, management,  history,  records,  and  affairs  of  the  Commercial  Fire  Insur- 
ance Company  of  Washington,  District  of  Columbia,  and  of  the  First  National 
Fire  Insurance  Company  of  the  United  States,  Washington,  District  of  Columbia, 
both  doing  business  in  the  District  of  Columbia,  and  of  the  office  of  the  super- 
intendent of  insurance  of  the  District  of  Columbia,  and  of  Tuttle,  Wightman, 
and  Dudley  (Incorporated),  doing  business  in  the  District  of  Columbia,  together 
with  those  of  their  associates,  representatives,  and  agents,  and  to  examine  the 
books,  papers,  accounts,  and  affairs  of  the  aforesaid  companies  and  of  the  super- 
intendent of  insurance  of  the  District  of  Columbia ;  to  appraise  the  property, 
real  and  personal,  belonging  to  said  corporations,  or  either  of  them.  Said  com- 
mittee, or  such  subconanittee  thereof  as  may  be  selected,  is  authorized  to  sit 
during  the  sessions  of  the  House  and  during  any  recess  of  Congress.  Its  hear- 
ings shall  be  open  to  the  public,  and  it  is  authorized  and  empowered  to  employ 
counsel,  expert  accountants,  appraisers,  and  such  other  clerical,  stenographic, 
and  expert  assistance  as  it  may  deem  necessary;  also  to  compel  witnesses  to 
attend  and  testify,  and  to  send  for  such  persons  and  papers  and  to  administer 
oaths  to  witnesses  as  the  committee  may  deem  best.  The  expense  incident  to 
the  investigation  herein  authorized  shall  not  exceed  $10,000,  and  shall  be  paid 
out  of  the  contingent  fund  of  the  House,  upon  vouchers  signed  by  the  chairman 
of  the  committee  and  approved  by  the  Committee  on  Accounts. 

Attest:  South  Tkimble,  Clerk. 

After  informal  discussion,  the  subcommittee  went  into  executive 
session,  and  at  the  conclusion  of  the  executive  session  the  subcom- 
mittee, at  4.30  o'clock  p.  m.,  adjourned  until  to-morrow,  Wednesday, 
January  29,  1913,  at  10  o'clock  a.  m. 
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INVESTIGATION  OF  INSURANCE  COMPANIES  AND  OFFICE  OF  COMMIS- 
SIONER OF  INSURANCE  IN  THE  DISTRICT  OF  COLUMBIA. 


Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  of  Representatives, 
Washington,  D.  €.,  January  '29,  19.13. 
The  subcommittee  met  at  10  o'clock  a.  m.,  Hon.  Ben  Johnson 
(chairman)  presiding. 

Present,  in  addition  to  the  members  of  the  committee :  Mr.  Francis 
H.  Stephens,  assistant  corporation  counsel  of  the  District  of  Colum- 
bia; Mr.  J.  S.  Easby-Smith,  counsel  for  the  superintendent  of  insur- 
ance of  the  District  of  Columbia;  and  Mr.  Charles  F.  Carusi,  repre- 
senting the  Commercial  Fire  Insurance  Co.,  the  First  National  Fire 
Insurance  Co.  of  the  United  States,  and  the  "Washington  Loan  & 
Title  Co.;  also  Commissioner  Cuno  H.  Rudolph,  president  of  the 
Board  of  Commissioners  of  the  District  of  Columbia. 

Mr.  Easbt-Smith.  If  the  committee  please,  yesterday  I  made  ref- 
erence to  a  $50  voucher  check.  I  ask  that  this  check  go  into  the  rec- 
ord, both  sides  of  it,  so  it  will  show  exactly  what  it  was.  It  shows 
on  the  back  that  it  is  for  expense  of  investigation,  $50,  and  I  have 
examined  the  ledger  myself,  and  the  ledger  entry  shows  "  traveling 
expenses  to  Montgomery."  I  want  that  to  go  in  in  connection  with 
the  statement  in  the  accountant's  report  that  $50  was  paid  to  G.  W. 
Ingham  for  legal  services. 

The  voucher  above  referred  to  appears  in  full  below,  and  is  in  the 
words  and  figures  following,  to  wit : 

Geo.  W.  Ingham.  Voucher  No.  4413. 

Tuttle,  Wightman  &  Dudley,  Incorporated,  Dr. 

1912  For  invoice  as  follows :  Distribution 

date  Particulars  Total  S  or  U  Amount 

Nov.  5  Expense  investigation  50.  OO 

50.00 
Tuttle,  Wightman  &  Dudley,  No.  4413. 

Incorporated, 
Countersigned  Managing  Underwriters, 

W.  J.  Davis.  Southern  Building. 

Washington,  D.  0.,  November  5,  1912. 

Pay  to  the  order  of  Geo.  W.  Ingham  $50.00.     Fifty  &  no 100  Dollars. 

Tuttle,  Wightman  &  Dudley,  Inc., 
By  KoBEKT  R.  Tuttle,  President. 
To  the 
District  National  Bank 
of  Washington. 

By  the  endorsftnent  of  this  voucher  check  the  payee  acknowledges  payment  iu 
full  of  the  account  stated  within. 

Make  all  endorsements  here. 

Geo.  W.  Ingham. 

(Perforated)    "PAID." 

1857 
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Mr.  Johnson.  I  have  here  the  statement  that  CoL  Jiidson  was 
asked  to  furnish,  which  was  a  naked  statement  as  to  the  amount  that 
had  been  paid  for  aichitects'  fees  during  the  time  that  Mr.  Ashford 
had  been  the  municipal  architect,  and  to  whom  they  were  paid  and 
upon  what  account. 

The  statement  aboNe  referred  to  appears  in  full  below,  and  is  in 
the  words  and  figures  following,  to  wit : 

Alonzo  Twoediile.  :iuditor. 

(Ill- in:  oi   TiiK  Auditor  of  [[ie  District  of  Columbia. 

WiiKliiiiptdii.  January  10.  n)l:i. 
Col.  AV,   ^■.  .TriJso.N. 

Eiijiiimi    I'oiiirnisximici:  Dhtiirt  of  Columbia. 
Sib:     1   liave   tlie   honor   to   triuisiint   herewith   the   following   stiiteuient   of 
architects'  lees  piiid  by  the  District  of  CoiuiiibiM   since  tiie  organization  of  the 
office  of  tlie  iminieipal  architect  July  1,  1909: 

1.  Strong  John  Thomson  School,  A'o.  156,  appropriation  $200,000, 

Marsh  &  Peter ^ $3,493.00 

2.  Business  High  School,  Xo.  144.  appropriation  $SO,00(i.  K.  Stanley 

Simmons 2,425.80 

3.  Charles  !•'.  Powell  SiIkhiI.  N'o.  ir>7.  appropriation  $100,000,  L.  E. 

Desscz 1,940.00 

4.  Monroe  .sdiuol.  Xo.  lli.  appropriation  $54,000,  T.  J.  D.  FniJer 1,296,47 

.'■>.  Si.xteenth  Street  Bridge,  designing  models  for  lamp,  appropria- 
tion .$s."i,o<«i.   U.   L.   Watniangh Sl>.  00 

6.  Roplace   I'ntdtniu-   School.   .No.    ]:V.l,   .-ipiiroprialion   .'t;04.0()0,   P.   J. 

Pelz .. 2.000.00 

7.  John  Eaton  Srliool,  Xo.  100,  appropriation  .$S0,0(K),  A.  P.  C'laik__       2,000.00 
iS.  McKiuley     Manual     Training     !^c-hool,     Xo.     130,    appropi'iation 

$l.">!).72,s.l.-,  J.  Rust   .Marshall 4,950.00 

!).  Kugiiic  Company  Xo.  2,  appropriation  $.S5,000,  L.  10.  Desscz 1,200.00 

10.  Chemical    Engine    t'o.    Xo.    2,    appropriation    ,$20,000,    .\verill. 

Hall  &  Adams 770.00 

11.  JIauual  Training  School,   Wisconsin  -Vveiuie,  No.  164,  appropria- 

tion $42,00fJ,  T.  J.  D.   Fuller 1.023.23 

12.  Armstrong    Manual    Training    School,    Xo.    129,    apiiropriation 

$65,000,  Wood,  Donn  &  Demniing 1.902.39 

13.  C'ordozo  .Manual  Training  School,  No.  lOS,  appropriation  $40,000, 

Marsh  &  Peter 1,113.32 

14.  Engine  Company  .\o.  24.  appro|iriation  .$30,000,  Gregg  cS:  Lieseu- 

ring   770.  35 

15.  Normal    School,   Xo.   2,   Xo.   169.   appropriation   $200,000,   I..    E. 

Dessez 7,000,00 

16.  Q  Street  bridge,  appropriation  $180,000,  Glenn  Brown 3.000.00 

17.  Building   (^olimibia   Hospital   for   Women,   appropriation   $5,000, 

X.  C.  Wythe 1,762.59 

18.  Takoma  Park  Library,  appropriation  $40,000,  Marsh  &  Peters__       1,224.00 

19.  Engine    Company    Xo.    23,    appropriation    $39,000,    Ilornblower 

&  JIarshall 955.50 

20.  Convenience   Stsftlon,   No.   3.  appropriation  $20,000,   Harding  & 

Upmau    599.  62 

21.  Plans  reformatory  and  workhouse,  L.  B.  Dessez 5,000.00 

22.  Plans  New  Central  High  School,  Wm.  B.  Ittner  (contract  entered 

into  but  amount  not  yet  paid) 22,500.00 

Very  respectfully. 

A.  TWEEDALE,  Auditor  District  of  Coiiiiiiliia. 

TESTIMONY  OF  MR.  G.  W.  INGHAM, 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Prouty.  I  call  your  attention,  Mr.  Ingham,  to  voucher  check 
No.  4413,  given  to  you  by  Tuttle,  Wightman  &  Dudley  on  November 
5, 1912,  and  ask  you  to  state  for  what  Duruose  that  was  given^  [hand- 
ing paper  to  witness] . 
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Mr.  Ingham.  That  was  received,  Judge,  to  reimburse  me  for  ex- 
penses on  a  trip  to  Montgomery,  Ala.,  to  investigate  some  rumors  I 
had  heard  regarding  the  First  National  Fire,  preparatory  to'  making 
an  examination  of  the  company.  I  had  heard  rumors  of  all  kinds 
about  the  First  National  Fire,  and  I  made  that  investigation,  and 
they  paid  the  expenses  preparatory  to  the  examination,  the  same  as 
any  company  would  do— any  District  of  Columbia  company.  I 
always  do  that,  because  we  have  no  fund  for  that  purpose. 

Mr.  Peotjtt.  I  do  not  know  yet  that  I  quite  understand  it. 

Mr.  Easby-Smith.  I  suggest  that  Mr.  Ingham  start  in  the  begin- 
ning and  say  exactly  how  the  thing  came  about,  and  why  he  went  to 
Montgomery,  and  all  about  it.    Suppose  you  tell  it  in  your  own  way. 

Mr.  Ingham.  During  the  simimer  I  received  a  letter  from  the  Na- 
tional Fire  of  Hartford,  Conn.,  complaining  about  this  company 
using  the  word  "  National "  in  their  name.  There  is  no  law  here  that 
would  stop  that  unless  there  were  two  corporations  doing  the  same 
class  of  business  organized  under  the  District  of  Columbia  laws. 
Well,  there  was  not.  There  was  only  one  First  National  Fire.  I 
had  had  lots  of  complaints  come  in — people  coming  in  the  office  from 
out  of  town;  the  insurance  journalists — reports  came  to  me  that  these 
people  were  never  going  to  get  a  license  in  any  State  on  account  of 
the  name  for  one  thing.  I  could  not  get  heads  nor  tails  about  it; 
they  would  not  tell  me  anything  positive,  but  they  mentioned  one 
commissioner  in  the  South  who  seemed  to  know  all  about  it.  I  was 
not  at  the  convention  at  Spokane  in  1912,  and  did  not  know  what 
went  on,  and  had  not  received  any  report.  I  went  to  Montgomery  to 
see  the  commissioner  there,  and  he  was  not  home,  and  I  came  right 
back. 

Mr.  Easby-Smith.  What  is  his  name,  Mr.  Ingham  ? 

Mr.  Ingham.  Mr.  Laird — ^Harvey  L.  Laird,  I  think.  When  I  went 
to  Atlanta  on  the  23d  of  October  to  examine  the  Columbian  Wood- 
men with  one  of  the  accountaats  in  the  auditor's  office — I  took  him 
with  me — I  left  him  one  night  and  told  him  I  was  going  to  Mont- 
gomery. I  spent  the  night  on  the  train,  and  spent  the  day  in  Mont- 
gomery in  conference  with  Mr.  Laird.  I  left  that  night ;  arrived  in 
Atlanta  about  3  o'clock  in  the  morning — the  following  morning.  My 
conference  with  Mr.  Laird  was  like  this.  He  brought  the  subject  up 
and  asked  me  what  I  was  going  to  do  with  the  First  National  Fire. 
Well,  I  said,  "  Mr.  Laird,  if  they  have  the  j)aid-up  capital  in  the  requi- 
site amount,  and  they  comply  with  the  District  of  Columbia  laws,  I 
am  going  to  give  them  a  license.  I  could  not  do  otherwise."  He  said, 
"  I  would  not."  I  said,  "  Why  ?  "  "  Well,  I  do  not  like  the  use  of  that 
word  '  National '  in  the  name."  I  said  "  Have  you  any  law  preventing 
that?  We  have  not."  He  said  "No,  but  I  do  not  like  it,  and  I  am 
just  going  to  keep  them  out  of  Alabama  on  general  principles." 

Mr.  Beegee.  On  what? 

Mr.  Ingham.  On  general  principles.  That  was  the  conversation. 
That  was  the  thing  I  had  been  hearing,  and  I  tried  to  run  it  down. 

Mr.  Easby-Smith.  Will  you  state  more  clearly  and  fully  your  con- 
ferences or  conversations  with  Mr.  Tuttle,  or  with  anyone  else  of 
either  company,  concerning  your  trips  to  Alabama  and  concerning 
the  payment  of  your  expenses? 

Mr.  Ingham.  The  first  trip  I  made  Mr.  Tuttle  did  not  know  any- 
thing about  it  at  all. 
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Mr.  Easby-Smith.  You  mean  before  you  went  i 

Mr.  Inghaii.  No,  sir. 

Mr.  Johnson.  Do  you  mean  "  no,  sir,"  or  '"  yes,  sir,''  in  answering 
that  question? 

Mr.  Ingham.  The  first  trip  I  made  Mr.  Tuttle  did  not  know  any- 
thing about  it  at  that  time. 

Mr.  Easby-Smith.  State  that  more  clearly. 

Mr.  Ingham.  I  made  the  first  trip.  I  did  not  say  a  word  to  Mr. 
Tuttle  or  anybody.  I  went  there  and  paid  the  money.  When  I  was 
going  south  to  Alabama  I  said,  "  Mr.  Tuttle,  I  have  been  " — I  mean 
when  I  was  going  to  Georgia — I  said,  "  I  have  been  to  Alabama  on  an 
investigation,  which  your  company  has  got  to  pay  " 

Mr.  Redfeeld.  Do  not  talk  so  fast ;  I  do  not  understand  what  you 
say. 

Mr.  Johnson.  Yes ;  talk  slower. 

Mr.  Ingham.  I  said,  "  I  am  going  to  Atlanta,  Ga.,  to  examine  the 
Columbian  AVoodmen,"  a  fraternal  society,  and  he  showed  me  a  letter 
that  he  had  received  about  the  same  subject.  I  said,  '"  I  know  all 
about  that.  That  is  what  I  went  for.  If  I  have  the  time,  I  am  going 
to  ^Montgomery  from  Atlanta  on  this  trip." 

Mr.  Easby-Smith.  Just  a  moment,  Mr.  Ingham.  On  your  first 
trij)  did  you  see  Mr. "Laird? 

Mr.  Ingham.  I  did  not. 

Mr.  Easby-Smith.  And  did  you  tell  Mr.  Tuttle  whether  or  not  you 
had  seen  him? 

Mr.  IxoHASi.  I  do  not  think  I  explained  anything  to  him  at  all 
until  after  I  returned  from  Atlanta. 

Mr.  Easisv-Smith.  You  told  him  that  you  had  been  to  Montgomery 
once  and  that  you  were  now  on  your  way  to  Atlanta  and  were  going 
again  to  Montgomery? 

Mr.  Ingham.  If  I  had  the  time  to  do  it. 

Mr.  Easby-Smith.  Go  ahead  now. 

Mr.  Ingham.  And  that  is  the  time  that  I  talked  to  Mr.  Laird 

Mr.  Easby-Smith  (interposing).  Wait  a  moment,  now.  At  that 
time  did  you  or  did  you  not  get  any  money  from  Mr.  Tuttle ;  and  if 
so,  state  how  much  and  under  what  circumstances  ? 

Mr.  Ingham.  Mr.  Tuttle  handed  me  $50  in  cash— bills — on  account 
of  expenses.  I  said,  "  The  expense  to  go  to  Montgomery  is  more  than 
that,  but  when  I  come  back,  then  we  will  straighten  it  out." 

Mr.  Easby-Smith.  Go  ahead  now  and  state  what  you  did  after 
that. 

Mr.  Ingham.  As  I  told  you  before,  I  talked  to  Mr.  Laird,  and  the 
conversation  I  repeated — you  understand  that,  Mr.  Redfield,  what  he 
said  to  me? 

Mr.  Redfield.  Pardon  me;  you  are  not  answering  my  questions. 
Answer  your  counsel's  questions. 

Mr.  Easby-Smith.  Go  ahead  and  repeat  it,  Mr.  Ingham.  Repeat 
the  conference  you  had  with  Mr.  Laird  on  the  second  trip. 

Mr.  Ingham.  I  called  at  the  statehouse  and  called  upon  Mr.  Laird, 
and  during  the  conversation  he  asked  me  the  question  what  I  was 
going  to  do  with  the  First  National  Fire  Insurance  Co.  I  said,  "  If 
they  have  the  requisite  amount  of  capital  and  meet  the  requirements 
of  our  law,  I  am  going  to  give  them  a  license."  He  said,  "  I  am  not 
going  to  license  the  company  if  they  apply  here."     I  asked  him  why. 
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Well,  he  did  not  like  the  use  of  the  word  "National"  in  the  name. 
I  asked  him  if  there  was  any  law  against  that.  He  said  no,  but  he 
would  not  license  them  on  general  principles;  that  he  was  going  to 
keep  them  out.  Then  I  asked  Mr.  Laird  afterwards  to  make  an 
examination  once  a  year  of  the  Southern  Mutual  Aid  Association, 
chartered  under  the  laws  of  Alabama,  transacting  business  in  the 
District  of  Columbia,  which  would  save  me  the  trouble  of  going  to 
Birmingham  every  year  to  make  that  examination.  He  agreed  to 
do  that.  I  would  make  the  trip  once  a  year  to  check  up  the  assets 
and  see  that  they  agreed  with  the  detailed  examination  that  his  de- 
partment made  and  would  make  for  me.  That  is  about  all  the  con- 
versation I  had  with  him. 

Mr.  Easby-Smith.  Now,  when  you  returned  from  that  trip,  what 
time  did  you  get  here  to  Washington  ? 

Mr.  Ingham.  On  Sunday,  the  3d  day  of  November. 

Mr.  Easby-Smith.  After  that,  what,  if  any,  conversation  did  you 
have  with  Mr.  Tuttle  about  further  payment  of  the  expenses  that 
you  had  been  to  ? 

Mr.  Ingham.  When  I  went  in  the  office  Monday  morning  to  ex- 
amine the  First  National  with  the  two  assistants,  I  told  him  what  I 
had  done  and  I  gave  the  reason  that  Mr.  Laird  had  for  objecting  to 
his  company,  and  told  him  what  the  expense  was,  and  he  said  all 
right,  and  he  drew  a  check  for  $50  and  handed  it  to  me,  I  think,  the 
day  following,  on  the  5th  of  November,  or  whatever  date  that  check 
shows,  and  I  used  it.    I  sent  it  through  the  bank. 

Mr.  Easby-Smith.  Wliat  did  your  expenses  amount  to  for  the  sev- 
eral trips  that  you  made  on  this  matter  ? 

Mr.  Ingham.  About  $99.60,  or  something  of  that  kind. 

Mr.  Beegee.  How  much  ? 

Mr.  Ingham.  $99.60. 

Mr.  Peouty.  Now,  let  me  see  if  I  understand  this.  When  did  you 
make  your  first  trip  south  and  to  what  place  ? 

Mr.  Ingham.  About  October  10,  1912,  to  Montgomery,  Ala. 

Mr.  Peouty.  Now,  for  what  purpose  did  you  go  down  there  ? 

Mr.  Ingham.  To  investigate  the  rumors  that  I  had  heard  and  was 
receiving  regarding  the  First  National  Fire  Insurance  Co. 

Mr.  Peouty.  Well,  what  information  did  you  expect  to  get  down 
there  concerning  the  First  National  Fire  Insurance  Co.  ? 

Mr.  Tngham.  To  see  what  the  trouble  was — why  people  had  re- 
ported that  this  company  was  not  to  have  a  license  in  any  State. 

Mr.  Peouty.  Well,  what  people? 

Mr.  Ingham.  The  First  National  Fire  Insurance  Co. 

Mr.  Peouty.  Well,  I  mean,  what  people  have  reported  that  to  you  ? 

Mr.  Ingham.  Oh,  several  reporters  from  different  insurance  jour- 
nals. 

Mr.  Peouty.  Had  you  any  report  from  Montgomery,  Ala.,  in  re- 
gard to  that? 

Mr.  Inqham.  No;  but  his  name  was  mentioned  to  me. 

Mr.  Peouty.  Well,  who  requested  you  to  go  down  there  to  see  him  ? 

Mr.  Ingham.  Nobody ;  I  went  myself. 

Mr.  Peouty.  Well,  I  can  not  quite  understand  it,  Mr.  Ingham. 
Do  you  consider  it  to  be  part  of  your  duties  to  see  that  these  compa- 
nies that  are  incorporated  in  the  District  of  Columbia  should  get  into 
other  States? 
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Mr.  Ingham.  No,  sir. 

Mr.  Phouty.  They  had  not  made  any  application  to  be  admitted  in 
Alabama,  that  you  knew  of? 

Mr.  Ingham.  No,  sir;  they  had  not  a  license  here  yet;  at  that  time 
they  had  not  applied  for  one. 

Mr.  Proutt.  Mr.  Ward,  I  believe  you  said 

Mr.  Ingham  (interposing).  Mr.  Laird. 

Mr.  Protjtt.  Mr.  Laird  is  the  man  you  went  to  see  ? 

Mr.  Ingham.  Yes. 

Mr.  Proutt.  He  had  never  made  any  complaint  to  you  ? 

Mr.  Ingham.  No,  sir. 

Mr.  Protjtt.  He  had  never  furnished  you  any  information  on  the 
subject? 

Mr.  Ingham.  No,  sir. 

Mr.  Proutt.  You  did  not  know  he  had  any  information  on  the 
subject? 

Mr.  Ingham.  I  thought  he  must  have  some,  when  his  name  was 
mentioned  to  me. 

Mr.  Protjtt.  Mentioned  by  whom? 

Mr.  Ingham.  By  some  insurance  journalists;  I  do  not  remember 
just  who,  but  I  get  lots  of  complaints  that  way. 

Mr.  Proutt.  Was  that  the  only  one  you  received  ? 

Mr.  Ingham.  That  was  the  only  man  that  was  mentioned  or  the 
only  department. 

Mr.  Proutt.  The  only  department  mentioned  was  in  Alabama  ? 

Mr.  Ingham.  Yes. 

Mr.  Proutt.  Now,  had  you  talked  with  Mr.  Tuttle  or  anybody 
about  that,  before  going  down  there? 

Mr.  Ingham.  No,  sir. 

Mr.  Prouty.  "\Miat  right  did  you  think  then  that  you  had  to  charge 
up  your  expenses  to  that  company,  if  they  had  not  solicited  your 
going? 

Mr.  Ingham.  For  the  reason  that  I  wanted  to  investigate  and  see 
if  there  was  anything  wrong  before  this  company  received  a  license 
from  me. 

Mr.  Prouty.  AVell,  do  j'ou  think  they  were  under  any  obligations 
to  pay  you  for  that  investigation  instituted  entirely  upon  your  own 
initiative  ? 

Mr.  Inghaji.  It  being  a  corporation  chartered  under  the  District 
of  Columbia  laws,  I  think  so. 

Mr.  Proutt.  They  had  not  become  incorporated? 

Mr.  Ingham.  Yes;  they  had. 

Mr.  Proutt.  But  they  had  not  secured  a  license? 

Mr.  Inghasi.  But  I  knew  thej'  were  going  to  do  it.  I  was  in- 
formed that  they  would  apply  for  it. 

Mr.  Proutt.  Had  they  made  any  statement  to  you  that  they  were 
going  to  do  it  ? 

Mr.  Ingham.  Yes. 

Mr.  Proutt.  Had  they  made  any  formal  application? 

Mr.  Ingham.  I  had  been  requested  to  make  an  examination  and 
could  not  do  it.    I  did  not  have  the  time  or  the  men  in  the  office. 

Mr.  Proutt.  Now,  when  you  went  to  Montgomery  on  the  first 
trip,  did  you  go  exclusively  for  this  purpose  and  none  other  ? 
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Mr.  Ingham.  Yes,  sir. 

Mr.  Pkotjty.  What  were  your  explenses  on  that  trip  ? 

Mr.  Ingham.  Sixty-three  dollars  and  some  cents.    . 

Mr.  Peotjty.  Have  you  presented  a  bill  for  that  ? 

Mr.  Ingham.  Not  yet.  I  have  not  made  an  itemized  statement  of. 
three  or  four  accounts  I  have. 

Mr.  Peouty.  Well,  have  you  asked  them  to  pay  it?  Have  you  pre- 
sented them  a  bill  in  any  way — in  any  form? 

Mr.  Ingham.  I  just  told  Mr.  Tuttle  that  I  had  spent  some  money 
and  I  looked  to  the  company  to  reimburse  me,  which  he  did — handed 
it  to  me ;  like  I  do  any  company  here. 

Mr.  Prouty.  That  was  after  your  return? 

Mr.  Ingham.  After  the  first  trip  he  gave  me  some ;  yes. 

Mr.  Prottty.  That  is  the  time  he  gave  you  the  $50  in  cash  ? 

Mr.  Ingham.  Yes. 

Mr.  Protjty.  Did  you  give  him  any  receipt  for  it  ? 

Mr.  Ingham.  No,  sir. 

Mr.  Protjty.  Have  you  ever  given  him  a  receipt  for  it  ? 

Mr.  Ingham.  No;  except  that  one  check  there.  He  will  get  his 
bill  like  all  companies  do.  I  will  show  you.  Judge,  if  I  can  see  this 
book  a  minute,  how  we  handle  those  things  [book  handed  to  Mr.  Ing- 
ham by  Mr.  Easby-Smith] . 

We  make  an  itemized  statement  for  traveling  expenses  and  hotel 
bills  in  every  investigation  or  examination  we  make.  At  the  end  of 
the  year  it  is  published  in  our  report.  The  itemized  bill  is  always  in 
the  office  and  sometimes  it  is  a  couple  of  months  before  we  get  the 
thing  straightened  out,  because  we  have  other  things  that  we  are 
doing  and  we  have  a  memorandum  of  it,  but  it  is  all  straightened  out 
in  about  60  days ;  and  here  you  will  find  in  the  year  1911,  there  were 
two  companies  advanced  money  to  the  office  for  an  examination,  one, 
the  Royal  Benefit  Society,  which  we  had  to  send  the  examiner  and 
statistician  to  Springfield,  111.,  and  New  York  .City.  We  had  the 
Knights  of  Pythias,  of  North  America,  South  America,  Europe,  Asia,. 
Africa,  and  Australia,  and  the  District  of  Columbia,  with  headquar- 
ters at  New  Orleans.    They  advanced  money.    Our  report  shows  that. 

Mr.  Phouty.  I  want  to  go  back  just  a  little  further.  What  was 
there  in  the  newspapers  or  in  the  journals  you  had  seen  to  indicate 
you  could  get  some  informaticm  on  the  First  National  by  going  to 
Montgomery,  Ala.  ?     What  was  the  statement  ? 

Mr.  Ingham.  It  was  not  in  the  newspapers.  Judge.  It  was  in- 
formation given  to  me  verbally  in  the  office. 

Mr.  Prottty.  By  whom? 

Mr.  Ingham.  By  some  reporter  of  some  insurance  journal.  I 
do  not  remember  just  now.     I  see  so  many  of  them. 

Mr.  Peouty.  Well,  what  did  that  fellow  say  to  you  about  it? 

Mr.  Ingham.  He  says,  "  You  are  going  to  have  trouble  with  the 
First  National  Fire  Insurance  Co.  and  they  will  not  be  admitted  in 
any  State." 

Mr.  Peouty.  What  did  he  say  about  Alabama? 

Mr.  Ingham.  He  said,  "  You  had  better  investigate  down  in 
Alabama,  because  that  is  one  of  the  places  they  will  not  give  them 
a  license." 
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Mr.  Peoutt.  Well,  what  I  am  trying  to  inquire  about  is  whether 
or  not  you  considered  it  your  duty,  as  the  insurance  commissioner 
of  the  District  of  Columbia,  to  run  down  rumors  of  that  kind,  and 
charge  them  up  to  the  company,  when  they  did  not  request  you  to 
do  it? 

Mr.  Ingham.  I  think  so. 

Mr.  Peouty.  Suppose  there  had  been  one  from  California,  would 
you  have  felt  warranted  in  going  to  California  without  saying  a 
word  to  the  company  about  it,  and  run  it  down,  and  then  charge  it 
to  them? 

Mr.  Ingham.  I  do  not  think  I  should  have  gone  to  California. 

Mr.  Pbouti'.  Well,  if  not,  why  not? 

Mr.  Ingham.  Well,  it  is  too  long  a  trip,  and  I  do  not  like  to  travel. 
These  companies  here  had  been  criticized,  and  I  wanted  to  see  what 
the  trouble  was. 

Mr.  Peouty.  You  did  not  understand,  if  I  correctly  understood 
your  testimony,  that  you  could  get  any  information  on  the  subject 
of  the  First  National  that  would  either  help  or  retard  you  from  giv- 
ing a  license  to  it  in  the  District  of  Columbia  ? 

Mr.  Ingham.  I  did  not  know  what  they  were  talking  about,  and 
I  wanted  to  find  it  out. 

Mr.  Peouty.  Now,  I  understand  that  on  that  trip  you  did  not  see 
Mr.  Laird? 

Mr.  Inghaji.  No. 

Mr.  Peouty.  And  then  you  came  back  home? 

Mr.  iNGHAai.  Yes. 

Mr.  Prouty.  And  you  reported  that  matter  to  whom? 

Mr.  Ingham.  Nobody,  at  that  time. 

Mr.  Peouty.  Did  you  not  tell  Mr.  Tuttle  about  it  ? 

Mr.  Ingham.  Not  until  I  started  for  Atlanta  on  the  23d  or  24th  of 
October.     I  told  him  then. 

Mr.  Peouty.  Now,  at  that  time  did  he  make  a  request  of  you  to 
have  the  Southern  Building  reappraised? 

Mr.  Ingham.  Reappraised? 

Mr.  Peouty.  Or  appraised? 

Mr.  Ingham.  No,  sir;  not  at  that  time.  I  did  not  talk  to  Mr. 
Tuttle  about  the  Southern  Building  appraisement,  if  I  remember 
right. 

Mr.  Peouty.  Well,  when  was  the  request  made  for  its  appraise- 
ment ? 

Mr.  Ingham.  On  the  19th  of  October. 

Mr.  Peouty.  On  the  19th  of  October? 

Mr.  Ingham.  I  think  that  was  the  date;  yes. 

Mr.  Proi-ty-.  I  think  there  is  some  evidence  in  here  that  you  left 
on  the  31st  of  October  for  the  South  ? 

Mr.  Ingha^i.  Twenty-third  or  twenty-fourth. 

Mr.  Peouty.  I  understood  your  clerk  yesterday  to  fix  the  date 

Mr.  EAf?BY-SMiTn.  No;  he  said  they  got  back  from  New  York  on 
the  30th  or  31§t  and  found  Mr.  Ingham  away.  That  is  what  Mr. 
Hall  testified  to  yesterday.  He  and  Curry  went  to  New  York  in 
September  and  returned  on  the  30th  or  31st  of  October  and  found 
Mr.  Ingham  away,  and  then  he  testified  later  as  to  the  date  Mr. 
Ingham  went  to  New  York,  which  was  the  end  of  November. 
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Mr.  Peotjty.  Who  was  it  requested  you  to  appraise  the  building? 

Mr.  Ingham.  Mr.  Carusi. 

Mr.  Proutt.  And  that  was  on  what  date  ? 

Mr.  Ingham.  If  I  remember  right,  it  was  the  19th  of  October. 

Mr.  Peouty.  Was  there  any  written  communication  to  your  office 
requesting  that? 

Mr.  Ingham.  No,  sir. 

Mr.  Peouty.  Just  a  verbal  one? 

Mr.  Ingham.  That  is  all. 

Mr.  Peoutt.  What  did  he  say  was  the  reason  he  wanted  it  ap- 
praised at  that  time? 

Mr.  Ingham.  He  did  not  say.    I  knew. 

Mr.  Peoutt.  Well,  what  was  the  reason  ? 

Mr.  Ingham.  That  I  was  going  to  make  an  examination  of  the 
First  National  Fire  Insurance  Co.  upon  my  return  from  Atlanta  and 
the  time  the  examiner  and  statistician  returned  from  New  York.  I 
asked  to  have  that  appraisement  made,  to  be  ready  and  done  while  I 
was  gone,  so  when  I  came  back  I  would  have  the  statement,  to  save 
the  time. 

Mr.  Peouty.  Well,  following  up  this  other  payment,  you  went 
down  to  Atlanta,  you  say  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Peouty.  For  what  purpose? 

Mr.  Ingham.  To  examine  the  Columbian  Woodmen,  of  Atlanta,  Ga. 

Mr.  Peouty.  Mr.  Tuttle  had  nothing  to  do  with  that  ? 

Mr.  Ingham.  Not  a  thing. 

Mr.  Peouty.  How  far  is  it  from  there  over  to  Montgomery  ? 

Mr.  Ingham.  I  have  not  the  slightest  idea.  It  is  about  seven  hours' 
run.  If  my  memory  is  right,  I  left  about  10.45  and  arrived  in  Mont- 
gomery about  6.30  the  following  morning. 

Mr.  Peouty.  Did  you  say  Mr.  Tuttle  requested  you  to  make  that 
trip? 

Mr.  Ingham.  He  showed  me  a  letter  and  spoke  about  it,  and  I  said, 
'■  I  am  investigating  that  phase  of  the  case." 

Mr.  Peouty.  Well,  I  am  reallv  trying  to  ascertain  did  he  request 
you  to  make  these  trips  for  him? 

Mr.  Ingham.  I  think  he  did — the  last  one.  I  do  not  know  posi- 
tively, though.    I  really  could  not  say  yes  or  no  to  that  question. 

Mr.  Peouty.  Well,  let  me  get  this  a  little  clear  in  my  own  mind. 
Are  your  relations  to  the  companies  in  this  District  such  that  you 
feel  it  to  be  your  duty  to  make  these  trips  without  consulting  them 
and  then  charge  them  up  with  them  ? 

Mr.  Ingham.  If  I  think  there  is  something  wrong  or  information 
T  might  receive,  I  would  do  it. 

Mr.  Peouty.  Well,  supposing  they  would  say,  "  Why,  we  did  not 
ask  you  to  do  that  for  us,"  then  what  would  you  say  ? 

Mr.  Ingham.  They  would  not  refuse. 

Mr.  Peouty.  Well,  I  think  I  can  understand  why. 

Mr.  Ingham.  The  companies  want  to  know;  if  things  are  wrong, 
they  want  to  know  it  as  well  as  anybody  else. 

Mr.  Peouty.  But  do  you  feel  yourself  clothed  with  that  authority, 
to  go  and  make  any  expense  that  you  see  fit  and  then  present  a  bill  to 
them  for  it  ? 
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Mr.  Ingham.  I  do  not  do  that,  Judge,  unless  there  is  some  reason 
for  it. 

Mr.  Prouty.  Well  "  unless  there  is  some  reason  for  it " — what 
would  you  consider  a  good  reason  ? 

Mr.  IxGHAjr.  If  some  other  commission  knew  of  something  one  of 
our  companies  had  been  doing  which  was  not  right  and  I  did  not 
know  it,  I  should  think  it  was  my  dutj^  to  investigate  and  see  if  there 
was  anything  in  it. 

Mr.  Protjty.  Well,  there  had  not  been  any  suspicion  in  this  case, 
that  the  First  National  had  been  doing  anything  wrong,  had  there? 

Mr.  Ingham.  No ;  but  I  had  been  having  rumors  brought  to  me  all 
the  time,  and  I  wanted  to  know  what  the  rumors  amounted  to. 

Mr.  Prouty.  Well,  you  have  said  that  the  rumors  were  that  they 
would  not  allow  them  to  be  admitted  into  these  States  because  of  the 
name  they  had  adopted? 

Mr.  iNGHAai.  I  did  not  know  it  until  I  went  to  Montgomery  and 
found  it  out. 

Mr.  Prouty.  Well,  you  had  not  found  it  out  when  you  presented 
this  bill  and  got  $50  on  it? 

Mr.  Ingham.  Xot  the  first  time,  when  I  got  the  first  $50,  but  when 
I  came  back  from  Atlanta  on  the  3d  of  November  then  he  knew 
what  the  trouble  was,  and  then  he  paid  me  the  other  $50  check. 

^Ir..  Prott TY.  Did  the  company  intimate  to  you  that  they  intended 
to  make  application  to  the  State  of  Alabama  for  admission? 

Mr.  Ingham.  The  only  information  I  had  was  that  the  company 
expected  to  do  business  in  every  State. 

Mr.  Proi  TY.  When  did  you  return  from  Alabama,  as  you  recall  it, 
the  first  trip  ? 

^Ir.  Ingham.  About  the  14th  of  October. 

Mr.  Prouty.  And  it  was  the  following  day  that  you  presented  the 
bill? 

Mr.  Ingham.  I  did  not  ask  Mr.  Tuttle  for  any  money  until  the 
23d  of  October. 

Mr.  Prouty.  When  was  it  that  you  appointed  the  appraisers  in 
this  case,  Mr.  Ingham? 

Mr.  Ingham.  On  the  19th  of  October. 

Mr.  Prouty.  How  did  you  appoint  them  ? 

Mr.  Inghaji.  I  telephoned  to  Mr.  Darneille  and  asked  him  if  he 
was  busy.  He  said  "  no."  I  said,  "  I  want  you  to  see  Mr.  Hensey, 
of  Swartzell,  Kheem  &  Hensey;  I  want  you  to  see  Mr.  W.  P.  Lips- 
comb, the  biiilder,  but  before  3'^ou  see  him,  I  want  you  to  ask  Mr. 
Morris  Hacker,  our  building  inspector,  if  Mr.  Lipscomb  is  a  good 
builder.  If  he  is,  I  want  you  to  ask  those  two  gentlemen  to  act  as  an 
appraisement  committee,  and  appraise  the  Southern  Building." 

Mr.  Prouty\  Who  had  suggested  to  you  Mr.  Lipscomb  ? 

Mr.  Ingham.  Nobody. 

Mr.  Prouty.  How  did  you  know  him? 

]Mr.  Ingham.  I  know  him  by  reputation.  That  is  all.  I  never 
had  seen  the  man. 

Mr.  Prouty.  He  testified  in  this  case  that  he  did  not  know  you. 

Mr.  Ingham.  He  did  not. 

Mr.  Prouty.  Did  you  know  of  any  of  his  special  work  ? 

Mr.  Ingham.  Only  that  he  was  a  good  builder.  I  had  heard  that 
in  the  usual  way  you  hear  comments  about  people.    That  is  all.    I 
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did  not  even  know  Mr.  Hensey;  had  never  seen  him,  to  my  knoiwl- 
edge. 

Mr.  Peouty.  Who  had  suggested  Mr.  Hensey? 

Mr.  Ingham.  I  did. 

Mr.  Pbouty.  Nobody  had  suggested  him  to  you  ? 

Mr.  Ingham.  No,  sir. 

Mr.  Peouty.  Did  you  know  that  Mr.  Lipscomb  was  a  director — 
was  a  member  of  the  same  board  of  directors  as  Mr.  Tuttle  ? 

Mr.  Ingham.  I  did  not  know  ajiything  about  it,  sir. 

Ml-.  Peouty.  Did  you  request  Mr.  Darneille  to  look  up  anybody 
else? 

Mr.  Ingham.  I  did  not. 

Mr.  Peouty.  You  had  not  said  anything  to  Mr.  Darneille  about 
seeing  Mr.  Hoover? 

Mr.  Ingham.  I  did  not. 

Mr.  Peouty.  Did  you  make  any  suggestion  to  him  that  he  see  Mr. 
Ashford? 

Mr.  Ingham.  I  did  not. 

Mr.  Peouty.  When  the  report  was  made  out  for  the  appraisement 
of  this  building,  was  it  submitted  to  you  ? 

Mr.  Ingham.  When  it  was  finished? 

Mr.  Peouty.  Yes. 

Mr.  Ingham.  I  received  it  when  I  returned  from  Atlanta. 

Mr.  Peouty.  Who  gave  it  to  you? 

Mr.  Ingham.  It  was  on  my  desk,  if  I  remember  right.  Then  I 
saw  a  copy  of  it  in  Mr.  Tuttle's  office  the  day  we  started  the  exam- 
ination. 

Mr.  Peouty.  Well,  which  did  you  see  first? 

Mr.  Ingham.  My  own  copy  in  my  office. 

Mr.  Peouty.  Did  these  appraisers  present  any  bill  to  you  for  their 
work? 

Mr.  Ingham.  No,  sir. 

Mr.  Peouty.  Did  you  O.  K.  any  bill  for  that  work  ? 

Mr.  Ingham.  I  did,  after  it  was  paid,  like  I  generally  do  in-  all 
matters  of  that  kind. 

Mr.  Peouty.  O.  K'd  it  after  it  was  paid  ? 

Mr.  Ingham.  Yes;  when  I  returned. 

Mr.  Peouty.  Well,  it  was  not  paid  until  after  you  returned  ? 

Mr.  Ingham.  I  do  not  remember  the  date  it  was  paid.  There  were 
no  bills  presented  to  me — ^never  have  been. 

Mr.  Peouty.  When  you  appoint  appraisers  to  do  work  or  to  make 
examinations,  do  you  not  aprove  their  bills  before  you  allow  them 
to  collect  them  from  the  insurance  companies  ? 

Mr.  Ingham.  The  insurance  companies  pay  the  bills  themselves; 
I  never  see  the  money. 

Mr.  Peouty.  Well,  I  am  not  saying  that,  but  do  you  say  that 
you  conduct  your  department  in  a  way  that  you  allow  an  appraiser 
or  an  examiner  to  go  to  a  company  and  make  any  charge  or  arrange- 
ment with  the  company  that  they  see  fit  ? 

Mr.  Ingham.  It  is  understood  that  every  appraiser  appointed  here 
receives  $10  a  day. 

Mr.  Peouty.  Well,  that  is  not  quite  what  I  said ;  not  the  question 
I  asked. 
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Mr.  Ingham.  What  was  the  question,  please? 

Question  read  by  the  reporter,  as  follows : 

Do  you  say  tliat  you  conduct  your  department  in  a  way  that  you  allow  an 
appraiser  or  an  examiner  to  go  to  a  company  and  make  any  charge  or  arrange- 
ment with  the  company  that  they  see  fit? 

Mr.  Ingham.  No;  I  know  the  number  of  days  they  work,  and  I 
approve  the  bill  in  that  way. 

Mr.  Peoutt.  That  does  not  quite  answer  it  yet.  Perhaps  the  word 
'"no"  does,  but  your  explanation  does  not.  For  instanccj  now,  you 
are  an  examiner  and  you  have  the  right  to  make  examinations ;  those 
examinations  are  supposedly  for  the  public,  and  supposedly  these 
men  who  are  doing  this  work  are  your  representatives  and  the  rep- 
resentatives of  the  general  public.  Now,  do  you  allow  these  fellows 
that  you  appoint  to  go  and  make  their  own  arrangements  for  com- 
pensation with  the  companies  that  you  examine? 

Mr.  Ingham.  No. 

Mr.  Pkoutt.  That  would  be  manifestly  unfair  and  be  subversive 
of  the  very  purpose  of  these  examinations,  would  it  not  ? 

Mr.  Ingham.  Yes,  indeed. 

Mr.  Peouty.  The  fellow  that  fixes  the  price  generally  gets  the 
service,  does  he  not? 

Mr.  Ingham.  Sir? 

Mr.  Peouty.  The  fellow  that  fixes  the  price  and  pays  it,  is  the 
one  that  generally  gets  the  service? 

Mr.  Ingham.  Well,  I  tell  them  what  the  price  is — so  much  a  day. 

Mr.  Peouty.  That  is,  you  tell  whom? 

Mr.  Ingham.  The  appraiser  and  the  company.  It  has  been  an 
established  rule  of  the  department  ever  since  I  have  been  there  that 
$10  a  day  is 

Mr.  Peouty  (interposing).  Well,  somebody  has  to  fix  the  number 
of  days,  or  at  least  determine  on  the  number  of  days? 

Mr.  Ingham.  No  ;  we  do  not  specify  the  number  of  days. 

Mr.  Peouty.  Well,  you  are  not  supposed  to  pay  them  for  things 
they  do  not  do? 

Mr.  Ingham.  No. 

Mr.  Peouty.  For  instance,  now,  Mr.  Darneille  put  a  bill  in  here 
for  10  days.    Do  you  know  that  he  rendered  10  days'  service  ? 

Mr.  Ingham.  He  reported  to  me  that  he  did. 

Mr.  Peouty.  Well,  had  youO.  K'd  that  before  the  company  paid  it? 

Mr.  Ingham.  No,  sir. 

Mr.  Peouty.  Do  you  not  think  it  was  your  duty  as  an  official  to 
do  that? 

Mr.  Inghaji.  I  was  not  here.  When  I  came  back,  the  bill  had 
been  paid. 

Mr.  Peouty.  Well,  I  think  you  are  mistaken  on  that,  but  that  does 
not  change  the  principle. 

Mr.  Ingham.  Well,  perhaps  I  am,  but  I  thought  it  was  paid  while 
I  was  gone.    It  may  be  that  I  am  mistaken. 

Mr.  Peouty.  Yes ;  I  think  you  are  mistaken  on  that,  but  even  that 
would  not  change  the  thought  that  I  am  trying  to  inquire  about, 
that  it  is  your  duty  to  see  that  these  examinations  and  appraisements 
are  made  in  such  a  way  as  they  would  fairly  protect  the  public.  They 
are  your  officials  and  do  you  not  think  that  you  ought  to  carefully 
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scrutinize  their  conduct  to  see  that  they  do  not  present  and  receive 
what  would  practically  amount  to  a  bonus  instead  of  really  for  serv- 
ices  rendered? 

Mr.  Ingham.  Well,  my  employees  do  not  receive  bonuses. 

Mr.  Prouty.  Well,  if  they  are  allowed  to  make  and  collect  what- 
ever they  please,  they  can,  can  they  not — to  get  it  down  specifically? 

Mr.  Ingham.  The  employees  of  the  department  do  not  do  that. 

Mr.  Prottty.  Well,  but  Mr.  Darneille  was  not  a  member  of  yojir 
staff? 

Mr.  Ingham.  No. 

Mr.  Prouty.  And  if  he  was  allowed  to  make  his  own  arrangements 
with  the  company  and  to  get  the  pay  that  he  and  they  should  agree 
upon,  it  would  nullify,  would  it  not,  in  large  measure,  the  very  pur- 
pose of  this  appraisement  proposition? 

Mr.  Ingham.  Yes ;  but  he  reported  10  days'  work  to  me. 

Mr.  PEOtTTY.  After  he  had  collected  it,  you  say  ? 

Mr.  Ingham.  Well,  the  other  members  of  the  committee  reported 
the  same. 

Mr.  Prouty.  How? 

Mr.  Ingham.  The  other  members  of  the  committee  told  me  he  had 
worked  that  many  days  and  they  had  worked  five  days  apiece. 

Mr.  Prouty.  But,  as  you  say,  after  they  had  received  their  pay  ? 

Mr.  Ingham.  Of  course,  because  I  was  not  here  when  this  ap- 
praisement  went  on. 

Mr.  Prouty.  In  other  words,  you  did  not  have  much  to  do  with  it  ? 

Mr.  Ingham.  I  just  appointed  the  men  to  appraise  the  property. 

Mr.  Prouty.  Well,  you  did  not  even  do  that.  You  suggested  to 
one  man  that  he  get  these  men  to  do  it  ? 

Mr.  Ingham.  Well,  I  had  used  Mr.  Hensey  before. 

Mr.  Prouty.  Do  you  invariably  make  these  official  appointments 
by  telephone  or  by  word  of  mouth? 

Mr.  Ingham.  Yes;  I  think  only  one  order  has  gone  through  in 
writing.  I  generally  send  for  Mr.  Darneille  to  come  and  see  me 
and  tell  him  what  I  want  to  do. 

Mr.  Prouty.  But  you  do  not  give  him  any  official  authority  ? 

Mr.  Ingham.  I  do  not  remember  giving  him  any. 

Mr.  Prouty.  Supposing  they  would  not  have  allowed  him  to  have 
gone  into  that  building  for  that  purpose,  what  authority  would  he 
have  had  to  protect  him  in  his  examination  ? 

Mr.  Ingham.  Well,  I  would  have  had  to  give  written  authority 
then.     I  would  have  given  it  to  him. 

Mr.  Prouty.  Now,  coming  back  to  another  thing,  do  you  know 
why  Tuttle,  Wightman  &  Dudley  gave  you  their  personal  check  for 
this  examination  supposed  to  be  made  for  the  First  National  ? 

Mr.  Ingham.  I  do  not  know,  and  I  did  not  look  at  it  when  they 
gave  it  to  me.  I  just  signed  it  and  sent  it  in  to  the  bank.  I  did 
not  read  it  myself  until  this  morning  I  saw  it.  I  supposed  it  was 
a  check  of  the  First  National  Fire,  but  I  did  not  compare  it. 

Mr.  Prouty.  And  the  $50  he  gave  you,  of  course,  you  do  not  know 
what  fund  that  money  came  out  of. 

Mr.  Ingham.  I  do  not  know  anything  about  it,  sir.  He  just  handed 
me  $50. 
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Mr.  Peoutt.  Now,  covering  another  question  about  which  I  inter- 
rogated one  of  your  subordinates  yesterday  a  little  bit,  do  you  in- 
.  terpret  the  laws  of  the  District  of  Columbia  as  giving  to  your  de- 
partment any  control  over  or  supervision  of  the  insurance  com- 
panies, in  so  far  as  it  affects  their  manner  of  doing  business  ? 

Mr.  Ingham.  You  mean  the  internal 

Mr.  Protjty  (interposing).  Yes. 

Mr.  Ingham.  No,  sir. 

Mr.  PEOtTTT.  Suppose  that  you  found — now,  just  as  an  illustra- 
tion— supposing  that  you  found  that  a  company  was  controlled  by  a 
local  board  of  directors,  who  were  using  all  the  available  assets  and 
profits  of  the  concern  in  paying  salaries  to  its  officers,  which  were 
manifestly  exorbitant — say  they  were  paying  $100,000  a  year  to  the 
president  of  a  small  company,  and  yet  there  were  sufficient  earn- 
ings to  pay  it,  would  you  feel  that  M'ould  in  any  manner  come  under 
your  jurisdiction^ 

Mr.  Ingham.  I  would  not.     I  would  comment  on  it  to  the  company. 

Mr.  Proutt.  Well,  would  you  comment  on  it  to  the  general  public 
in  your  reports? 

Mr.  Ingham.  I  think  that  is  one  thing  that  would  probably  be 
reported  on. 

Mr.  Proutt.  How. 

Mr.  Ingham.  I  think  that  would  be  reported  on  if  the  statement 
of  fact  were  made  that  the  company  was  taking  all  the  money  for 
salaries. 

Mr.  Proi  TY.  In  other  words,  you  interpret  your  relation  to  the 
insurance  company  as  solely  one  to  guard  and  protect  the  policy 
holders  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Prouty.  Do  you  understand  that  the  commissioners  of  insur- 
ance generally  throughout  the  United  States  take  that  view  of  it? 

Mr.  Ingham.  I  think  so. 

Mr.  Prouty.  For  instance,  in  my  State,  to  illustrate — the  State  of 
Iowa — I  happen  to  know  about  that ;  the  insurance  department  exer- 
cises the  right  to  determine  whether  the  expenses  of  a  company  are 
exorbitant. 

Mr.  Ingham.  Well,  then,  you 

Mr.  Prouty  (interposing).  Whether  they  are  unreasonable. 

Mr.  Ingham.  They  must  have  a  law  for  it,  then. 

Mr.  Prouty.  Well,  they  interpret  their  relations  in  that  way. 

Mr.  Ingham:.  They  must  have  some  law  for  it. 

Mr.  Prouty.  They  have  no  specific  law,  in  so  many  words,  giving 
them  power  to  fix  salaries;  but,  for  instance,  a  few  years  ago,  they 
went  over  all  the  insurance  companies  and  they  made  the  presidents 
of  a  number  of  the  companies  cut  their  salaries  in  two  where  it  was 
apparent  that  their  salaries  were  out  of  proportion  to  the  amount 
of  business  done  and  the  amount  of  work  required  of  them. 

Mr.  Ingham.  Well,  they  have  some  authority  for  that,  then. 

Mr.  Prouty.  But  you  would  not  feel  it  to  be  your  duty  to  even 
call  attention  of  the  stockholders  to  an  irregularity  of  that  kind  if 
vou  should  detect  it  ? 

Mr.  Ingham.  If  they  used  all  the  money  for  salaries  I  should  cer- 
tainly say  something  about  it. 
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Mr.  Frovtt.  Well,  suppose  they  used  a  very  unreasonable  amount 
of  it ;  suppose  a  man  was  merely  the  titular  head  of  a  company,  prac- 
tically rendering  no  service  whatever,  but  drawing  a  very  large  sal- 
ary, would  you  feel  it  your  duty  to  in  any  manner  call  the  attention 
of  the  stockholders  to  that  ? 

Mr.  Ingham.  The  statements  we  make  would  certainly  show  it, 
but  I  have  my  doubts  whether  I  could  interfere  with  the  directors  as. 
long  as  the  company  was  solvent. 

Mr.  Peotjty.  Well,  "  interfere  " ;  I  guess  that  does  not  quite  answer 
the  thought.  Would  you  feel  it  to  be  a  part  of  your  duty  as  a  repre- 
sentative of  the  general  public  to  call  the  public's  attention  to  such 
a  state  of  facts,  so  that  it  might  be  possible  to  take  the  necessary 
steps  to  correct  it  ? 

Mr.  Ingham.  The  public? 

Mr.  Peouty.  Yes;  I  mean  the  stockholders  or  your  superiors. 

Mr.  Ingham.  I  do  not  believe  I  have  any  right  to  interfere  vfith 
that  or  to  do  it. 

Mr.  Peouty.  Well,  would  you  feel  it  to  be  your  duty  to  call  that 
matter  to  the  attention  of  the  District  Commissioners — your  supe- 
riors ? 

Mr.  Ingham.  No  ;  not  if  the  company  is  solvent.  I  have  never  re- 
ported everything  that  I  found  to  the  commissioners,  unless  it  is 
something  that  t^kes  me  into  court,  when  I  always  notify  them  what 
I  am  doing.  I  always  tell  Mr.  Rudolph  when  I  am  going  to  court  in 
any  case,  or  anything  unusual. 

Mr.  Peouty.  For  instance,  now  take  the  First  National  as  an  illus- 
tration of  what  I  mean.  Here  are  stockholders,  I  presume,  that  are 
spread  over  the  entire  United  States.  Necessarily,  they  can  not  know 
the  workings — the  internal  workings — of  the  company.  I  wanted 
to  gather  from  you  whether  or  not  you  consider  the  department  of 
the  District  of  Columbia — the  insurance  department — as  in  any  way 
or  in  any  manner  protective  of  their  interests  or  their  rights,  or 
whether  you  simply  let  the  local  officers  handle  the  stockholders  as 
they  see  fit,  so  long  as  they  do  not  render  the  company  insolvent? 

Mr.  Ingham.  That  is  the  way  we  handle  it. 

Mr.  Peouty.  That  is  your  idea  of  the  relation  that  the  insurance 
department  sustains  to  the  insurance  companies? 

Mr.  Ingham.  Now,  I  could  not  notify  the  stockholders  as  to  the 
condition  of  affairs  of  this  company.  In  the  first  place,  I  could  not 
publish  the  report;  I  could  not  have  it  printed  if  I  wanted  to.  I 
have  not  any  funds  to  do  that. 

Mr.  Peouty.  Well,  you  do  publish  reports  that  affect  the  interests 
of  the  policy  holders,  do  you  not  ? 

Mr.  Ingham.  That  book  there  is  published  once  a  year. 

Mr.  Peouty.  Yes.     Well,  now,  in  that  same  book— — 

Mr.  Johnson  (interposing).  What  is  the  name  of  it? 

Mr.  Redfield  (indicating).  "The  District  of  Columbia  Insurance 
Report,  Business  of  1911." 

Mr.  Peouty.  When  making  the  examination  and  making  the  re- 
port that  you  print  in  these  books,  you  could  at  the  same  time  investi- 
gate the  internal  management  of  the  company,  as  it  affects  the  stock-., 
holders,  and  publish  it  in  (he  same  book,  could  you  not? 
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Mr.  Ingham.  My  instructions  are  that  we  have  nothing  to  do  with 
the  internal  working  of  the  corporation. 

Mr.  Peoutt.  Who  gave  you  that  instruction? 

Mr.  Ingham.  The  corporation  counsel's  opinion. 

Mr.  Pkouty.  I  have  heard  the  opinion  read  that  you  referred  to. 
Do  you  think  that  that  opinion  is  as  broad  in  its  interpretation  as 
you  now  announce ;  that  it  gives  you  no  authority  ? 

Mr.  Ingham.  I  think  from  my  conversation  with  the  corporation 
counsel  as  to  that  opinion ;  yes. 

Mr.  Peotjtt.  But  that,  of  course,  I  have  not  the  advantage  of. 
But  take  the  opinion  that  he  rendered  to  you,  do  you  think  that  it 
instructs  you  or  gives  you  as  the  law  that  you  have  nothing  to  do 
with  the  management  of  the  company  ? 

Mr.  Ingham.  I  think  so. 

Mr.  Prouty.  And  you  have  based  your  action  upon  that  opinion? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Protjtt.  Suppose  that  you  found  that  a  company  was  issuing 
literature  to  secure  general  subscriptions  all  over  the  country  to  its 
capital  stock  in  which  they  were  making  deliberate  misrepresenta- 
tions— representations  that  you  knew  to  be  false — would  you  feel  it 
in  any  manner  your  duty  to  interfere  in  that  matter? 

Mr.  Ingham.  I  should  speak  to  the  company  and  notify  the  Post 
Office  Department. 

Mr.  PuouTr.  Well,  supposing  they  were  sending  it  out  by  express, 
what  good  would  it  do  then? 

Mr.  Ingham.  I  would  have  to  use  my  influence  to  have  the  com- 
pany stop  it.    That  is  all. 

Mr.  Pboutt.  Well,  if  it  is  not  within  the  scope  of  your  duties,  you 
ought  not  to  interfere  in  it,  ought  you? 

Mr.  Ingham.  Oh,  no. 

Mr.  Peoutt.  Because  that  only  affects  the  stockholders,  and  does 
not  affect  the  policy  holders.  You  would  not  pay  any  attention  to 
it,  except  to  have  a  little  friendly  conversation  with  the  companies 
about  it? 

Mr.  Ingham.  I  would  take  it  up  with  the  companies.  There  is  no 
law  for  me  to  make  them  stop  sending  out  literature. 

Mr.  Peoutt.  And  you  would  not  try  to  make  them  stop  it? 

Mr.  Ingham.  I  would  talk  to  them  about  it ;  yes. 

Mr.  Peoutt.  You  would  not  take  any  steps,  either  in  your  reports 
or  otherwise,  to  call  the  attention  of  the  general  public  to  this  con- 
dition ? 

]Mr.  Ingham.  I  would  refer  that  to  the  Post  Office  Department,  as 
the  proper  place  for  it.  They  have  a  branch  to  handle  that  part  of 
the  business. 

Mr.  Peoutt.  Have  you  ever  done  that? 

Mr.  Ingham.  I  have. 

Mr.  Peoutt.  Have  you  done  it  in  the  case  of  these  companies  ? 

Mr.  Ingham.  I  have ;  both  here  and  in  New  York. 

Mr.  Peoutt.  What  did  you  do,  Mr.  Ingham? 

Mr.  Ingham.  I  carried  them  to  the  post-office  inspector  and  asked 
him  to  look  it  over. 

Mr.  Peoutt.  Well,  it  would  not  do  him  any  good  to  look  it  over, 
because  the  very  fact  as  to  whether  it  was  prohibited  by  the  law 
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would  depend  upon  whether  it  was  false  or  not,  and  that  was  a  fact 
that  he  could  not  determine  by  merely  looking  them  over,  could  he? 

Mr.  Ingham.  He  knows  pretty  well  whether  things  are  right  or 
wrong  to  go  through  the  mails. 

Mr.  Peotjtt.  "Well,  take  the  statement  tliat  there  are  27  insurance 
agencies  that  had  guaranteed  more  than  a  million  dollars  premium 
the  first  year.  Now,  in  looking  at  that,  he  would  not  know  anything 
about  whether  that  was  true  or  false,  would  he  ? 

Mr.  Ingham.  No;  but  he  would  probably  investigate  that,  though. 

Mr.  PEOTn-T.  "Why  should  he  investigate  it? 

Mr.  Ingham.  Because  he  has  the  power  under  the  law— for  such 
use  of  the  mails. 

Mr.  Peouty.  "Well,  not  unless  somebody  would  at  least  raise  the 
question  of  whether  or  not  it  was  true  or  false,  he  would  not  be  justi- 
fied in  investigating  it,  would  he? 

Mr.  Ingham.  I  took  all  the,se  things  to  him. 

Mr.  Peouty.  Did  you  call  his  atention  to  the  fact  that  was  prob- 
ably not  true? 

Mr.  Ingham.  "We  went  over  the  book  thoroughly. 

Mr.  Peotjty.  "Well,  did  you  discuss  the  facts  stated  in  it? 

Mr.  Ingham.  I  could  not  say  as  to  that  one  item ;  but  I  think  Ave 
did. 

Mr.  Peouty.  "Why  did  you  do  this,  Mr.  Ingham  ? 

Mr.  Ingham.  Because  I  wanted  to  know  about  the  things  I  had 
heard  about  the  Protective  Holding  Corporation  coming  down  here 
from  New  York,  to  see  what  they  were — to  see  what  was  in  the 
stories  I  had  heard.  I  also  went  here  and  also  went  to  the  New  York 
inspector's  office  and  took  it  up  with  the  inspector  in  charge  in  New 
York. 

Mr.  Peouty.  You  mean  the  post-office  inspector? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Peouty.  Did  they  ever  make  any  report  to  you  on  the  matter  ? 

Mr.  Ingham.  Not  until  last  fall.  They  told  me  that  they  wanted 
to  know  about  the  First  National  Fire.  They  said,  ""We  have 
dropped  it."  I  said,  "  "Well,  I  have  licensed  it."  That  was  all  there 
was  to  it. 

Mr.  Peouty.  They  said  they  had  dropped  it  ? 

Mr.  Ingham.  One  of  the  inspectors  told  me  they  had  dropped  it. 

Mr.  Peouty.  From  New  York? 

Mr.  Ingham.  From  here. 

Mr.  Peouty.  Frpm  here? 

Mr.  Ingham.  Yes.  I  also  went  to  the  post-office  inspector  about 
the  National  Insurance  of  Delaware — took  their  literature  to  him. 
I  do  not  know  what  he  is  doing  about  it.  They  are  not  licensed  here, 
though. 

Mr.  Peouty.  "When  did  you  do  this,  Mr.  Ingham  ? 

Mr.  Ingham.  I  took  the  prospective  literature  of  the  Commercial 
in  1911  and  the  First  National  in  1912. 

Mr.  Peouty.  "Why  did  you  do  that?  For  instance,  take  the  First 
National — why  did  you  take  that  to  him  ? 

Mr.  Ingham.  To  keep  him  advised  of  what  Avas  going  on.  ' 
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Mr.  Proutt.  Well,  is  tliere  any  other  company  in  the  District  of 
Columbia  whose  literature  yon  ha\e  taken  to  the  detective  depart- 
ment of  the  post  office? 

Mr.  Ingham.  Yes,  sir;  the  Xational  Insurance  of  Delaware. 

Mr.  Pbouty.  Is  that  of  this  District  ? 

Mr.  Ingham.  It  is  a  Delaware  corporation  with  an  office  here. 

Mr.  Phoutt.  Who  is  connected  with  that  company  ? 

Mr.  I^'ghaji.  R.  Golden  Donaldson,  Wade  Ellis.  I  do  not  re- 
member the  other  names. 

Mr.  Pbouty.  Mr.  Jordan? 

Mr.  Ingham.  I  think  his  name  appears.  It  did  appear.  I  do  not 
know  whether  it  does  now  or  not ;  and  Mr.  Lisner  and  Harry  AVard- 
man.    I  do  not  remember  them  all. 

Mr.  Redfield.  jNIv.  Ingham,  how  oanio  you  to  go  lo  the  post-office 
inspector  with  the  Commercial  literature  in  1911? 

Mr.  Ingiiaji.  Because  I  had  been  receiving  inquiries  from  people 
regarding  those  companies  and  had  copies  of  the  literature  sent  to  me. 

Mr.  Rbidfieij).  What  was  said  in  those  communications  that  led 
you  to  go  to  the  post-office  inspector  with  them? 

Mr.  Ingha5[.  To  explain  what  kind  of  a  company  they  were  and 
who  was  behind  it,  and  if  it  was  a  good  investment,  and  things  of 
that  kind. 

Mr.  Redi'-ield.  Was  question  made  in  any  of  those  communications 
as  to  whether  this  literature  was  misleading  or  not  ? 

Mr.  Ingha:\i.  I  do  not  remember. 

Mr.  Redfield.  If  not,  and  if  the  only  question  was  whether  the 
companies  were  good  or  not,  what  had  the  detective  department  of 
the  Post  Office  Department  to  do  with  it? 

Mr.  iNGHAAt.  I  wanted  to  be  satisfied. 

Mr.  Redfield.  As  to  what? 

Mr.  iNGHAjr.  That  the  literature  was  right,  after  hearing  the 
things  I  had  heard  about  the  Protective  Holding  Corporation. 

Mr.  Redfield.  Wliat  do  you  mean  by  "  right "  ? 

Mr.  iNGHAjr.  The  information  had  come  to  me  that  the  Protective 
Holding  Corporation  was  driven  out  of  New  York  on  account  of  the 
literature  they  had  published. 

Mr.  Redfield.  On  account  of  the  literature  they  had  published? 

Mr.  Inghaji.  Yes;  that  was  my  understanding. 

Mr.  Redfield.  How  did  you  get  that  information? 

Mr.  Ingha^m.  Why,  I  do  not  remember.  I  was  told  it  by  somebody. 
It  did  not  come  in  a  letter. 

Mr.  Redfield.  Did  you  know  that  the  same  parties  were  controlling 
the  Commercial  Co.  who  formerly  controlled  the  Protecti^•e  Co.  ? 

Mr.  Inghaji.  I  knew  that  Mr.  Tuttle  was  an  officer  in  the  Protec- 
tive Holding  Corporation,  and  that  they  had  purchased  stock  of  the 
Commercial  Fire,  and  that  they  owned  the  Commercial;  that  is,  the 
money  that  was  received  from  the  investors  in  the  Protective  Holding 
Corporation. 

Mr.  Redfield.  So  it  was  because  you  knew  of  the  history  or  be- 
lieved you  knew  of  the  history  of  the  Protective  Co.  and  because  you 
knew  that  the  same  parties  were  interested  in  botli  that, you  went  to 
the  post-office  inspector  to  inquire  whether  the  literature  that  the 
Commercial  Co.  was  issuing  came  within  the  law  ? 
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Mr.  Ingham.  Yes,  sir. 

Mr.  Eedfield.  What  did  you  say  to  the  inspector  ? 

Mr.  Ingham.  I  told  him  that  I  had  a  package  of  books  and  circu- 
lars that  I  wanted  to  go  over  with  him  and  investigate  this. 

Mr.  Redfield.  Did  you  tell  him  what  you  have  just  testified  about 
the  history  of  the  Protective  Corporation  ? 

Mr.  Ingham.  He  knew  it. 

Mr.  Eedfield.  Did  he  say  he  did?  \ 

Mr.  Ingham.  He  had  had  complaints  before. 

Mr.  Redfield.  Did  he  tell  you  so  at  that  interview? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Eedfield.  Did  he  ask  you  for  any  facts  in  the  matter  ? 

Mr.  Ingham.  Xo,  sir. 

Mr.  Eedfield.  AVliat  was  his  name  ? 

Mr.  Ingham.  Sharpe. 

Mr.  Eedfield.  Will  you  give  his  full  name? 

Mr.  Ingham.  I  thinlt  it  is  Eobert.  I  do  not  know  positively.  He 
is  the  inspector  in  charge. 

Mr.  Eedfield.  What  did  he  say  at  this  interview  ? 

Mr.  Ingham.  That  he  would  investigate  the  proposition. 

Mr.  Eedfield.  Is  that  all  he  said?  Tell  us  as  nearly  as  you  can 
remember,  all  that  was  said,  Mr.  Ingham. 

Mr.  Ingham.  I  do  not  believe  that  I  can  quote  you  the  conversation. 

Mr.  Eedfield.  None  of  it  ? 

Mr.  Ingham.  No  ;  only  that  we  would  watch — I  think  he  said,  "  We 
will  Avatch  this  corporation." 

Mr.  Eedfield.  Did  I  understand  you  to  say,  "  We  would  watch  this 
corporation  ? " 

Mr.  Ingham.  Yes. 

Mr.  Eedfield.  That  meant  you  on  your  part  and  he  on  his  part? 

Mr.  Ingham.  Yes. 

Mr.  Eedfield.  Would  watch  this  corporation  ? 

Mr.  Ingham.  Yes. 

Mr.  Eedfield.  What  did  you  mean  by  that? 

Mr.  Ingham.  To  see  what  they  were  going  to  do. 

Mr.  Eedfield.  In  what  line  ? 

Mr.  Ingham.  The  use  of  the  mails. 

Mr.  Eedfield.  Did  you  express  any  opinion  to  him  regarding  this 
literature  ? 

Mr.  Ingham.  I  may  have. 

Mr.  Eedfield.  Well,  did  you  or  did  you  not? 

Mr.  Ingham.  I  could  not  say  positively,  but  I  think  we  talked  it 
over. 

Mr.  Eedfield.  What  opinion  did  you  express  to  him  about  it? 

Mr.  Ingham.  I  think  I  asked  him  to  investigate  it  thoroughly. 

Mr.  Eedfield.  Well,  you  gave  him  some  reason  for  that,  did  you 
not? 

Mr.  Ingham.  I  told  him  that  the  company  had  come  here,  and  that 
we  wanted  to  see  that  everything  was  all  right;  something  of  that 
kind ;  I  do  not  remember. 

Mr.  Eedfield.  Did  you  not  call  his  attention  to  some  statements  in 
the  literature  ? 
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Mr.  Ingham.  Well,  we  went  over  it  together,  I  imagine.  We  were 
sitting  at  his  desk. 

Mr.  Eedpield.  You  remember  sitting  down  at  his  desk,  and  going 
through  the  literature  together? 

Mr.  Ingham.  Yes. 

Mr.  REoriELD.  And  do  you  mean  to  have  the  committee  understand 
by  that  that  you  called  his  attention  to  certain  things  in  that  liter- 
ature ? 

Mr.  Ingham.  I  imagine  I  did;  I  am  not, positive,  though. 

Mr.  Redfield.  And  did  you  express  question  as  to  whether  those 
statements  were  true  or  the  reverse? 

Mr.  Ingham.  That  may  have  been  in  the  conversation. 

Mr.'  Redfield.  Well,  is  not  that  what  you  went  there  to  discuss  ? 

Mr.  Ingham.  To  see  if  it  was  right  and 

Mr.  Redfield  (interposing).  Do  you  know  what  action  he  took  in 
the  matter? 

Mr.  Ingham.  No,  sir. 

Mr.  Redfield.  Did  you  go  to  see  the  inspector  because  you  your- 
self doubted  whether  those  statements  were  proper  or  not  ? 

Mr.  Ingham.  I  went,  as  I  have  said  before,  because  I  heard — had 
seen  the  report  of  the  New  York  department  commenting  on  it. 

Mr.  Redfield.  Did  those  statements,  or  did  they  not,  seem  to  you 
calculated  to  deceive  or  mislead? 

Mr.  Ingham.  I  do  not  think  they  did. 

Mr.  Redfield.  You  had  enough  doubt  upon  that  subject,  however, 
to  ask  the  Post  Office  Department  to  investigate  it? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Redfield.  What  did  the  inspector  do  as  a  result  of  your  sug- 
gestion ? 

Mr.  Ingham.  I  do  not  know.  He  has  the  jacket  there,  I  presume, 
and  probably  gave  it  to  one  of  his  men. 

Mr.  Redfield.  Have  you  never  heard? 

Mr.  Ingham.  Not  since  that  time. 

Mr.  Redfield.  Now,  at  a  later  date  you  testified  that  you  took  to 
him  the  literature  of  the  First  National  Fire  Insurance  Co.  of  the 
United  States.  Do  you  mean  by  that  the  pamphlet  entitled  "To 
the  Two  Thousand  Owners  "  ? 

Mr.  Ingham.  I  think  that  is  one;  yes.  I  had  that  book  in  my 
hand. 

Mr.  Redfield.  What  did  you  say  to  him  at  that  time  ? 

Mr.  Ingham.  To  look  it  over;  there  was  another  company  organ- 
ized. 

Mr.  Redfield.  Did  you  not  know  that  the  company  itself  had  taken 
that  literature  to  the  Postmaster  General? 

Mr.  Ingham.  No,  sir. 

Mr.  Redfield.  Did  you  ever  have  any  conversation  with  any  of 
the  officers  of  either  company  respecting  the  fact  that  you  had  taken 
this  literature  to  the  inspector? 

Mr.  Ingham.  Not  until  after  the  company  was  licensed.  I  told 
them  I  had  been  there. 

Mr.  Redfield.  You  are  speaking  now  of  the  First  National  ? 

Mr.  Ingham.  After  they  were  licensed,  I  told  them  that. 
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Mr.  Eedfield.  Was  there  anything  specific  in  this  First  National 
book  entitled  "  To  the  Two  Thousand  Owners  "  to  which  you  brought 
the  inspector's  attention  ? 

Mr.  Ingham.  I  just  handed  him  the  book;  that  is  all. 

Mr.  Eedfield.  You  did  not  read  it  over  together  ? 

Mr.  Ingham.  No. 

Mr.  Eedfield.  Had  you  read  it  over  before  that  ? 

Mr.  Ingham.  I  think  I  had  just  run  through  it.     I  had  not 

Mr.  Eedfield   (interposing).  Well,  this  was  in  1912,  of  course. 

Mr.  Ingham.  Yes. 

Mr.  Eedfield.  Why  did  you  take  that  book  to  the  inspector? 

Mr.  Ingham.  So  he  would  know  what  we  had. 

Mr.  Eedfield.  Had  you  not  received  complaints  regarding  that 
particular  book  from  anybody? 

Mr.  Ingham.  No  ;  just  questions  about  it ;  information  asked  for. 

Mr.  Eedfield.  No  questions  as  to  whether  definite  statements  in  it 
were  correct  or  not  ? 

Mr.  Ingham.  I  remember  none. 

Mr.  Eedfield.  And  what  did  the  inspector  do  about  this  particu- 
lar book? 

Mr.  Ingham.  I  have  not  heard. 

Mr.  Eedfield.  So  that  you  went  to  the  department  in  both  cases 
and  simply  left  the  matter  with  the  inspector,  and  have  never  heard 
from  either,  except  that  one  inspector  told  you  that  they  had  dropped 
the  matter  ? 

Mr.  Ingham.  Yes. 

Mr.  Eedfield.  Is  that  all. 

Mr.  Ingham.  Yes. 

Mr.  Eedfield.  And  you  have  no  knowledge  now  as  to  what  the 
department  may  or  may  not  be  doing  in  the  matter? 

Mr.  Ingham.  No,  sir. 

Mr.  Eedfield.  Mr.  Ingham,  tell  the  committee  as  fully  as  you  can 
what  you  remember  of  the  conversation  with  Mr.  Ekern,  the  insur- 
ance commissioner  of  Wisconsin,  at  Milwaukee. 

Mr.  Ingham.  I  think  I  was  at  the  convention  during  1911,  and  on 
the  23d  of  August,  or  the  24th,  I  received  a  telegram  from  Mr. 
Carusi,  and  I  handed  it  to  Mr.  Ekem  to  read,  and  asked  him  what 
the  trouble  was,  as  far  as  I  remember. 

Mr.  Eedfield.  Is  that  the  telegram  which  is  already  in  the  record  ? 

Mr.  Ingham.  Yes,  sir;  that  is  the  one  I  received,  and  I  sho-<7ed 
it  to  Mr.  Beedle,  the  deputy,  who  was  at  that  convention  in  the 
Pfister  Hotel,  and  I  asked  him  what  the  trouble  was,  and  asked  him 
about  the  reports  being  sent  out.  He  said  that  that  was  only  given 
to  one  newspaper,  one  paper;  as  far  as  I  remember  that  ended  it. 
The  next  day  I  received  this  telegram,  I  showed  him  that,  and  I 
said,  "Well,  I  guess  you  will  have  suit  on  your  hands,  then." 

Mr.  Eedfield.  This  latter  telegram? 

Mr.  Johnson.  Eead  the  telegram.    Let  us  hear  what  it  is. 

Mr.  Ingham  (reading. : 

Hon.  George  "W.  Ingham, 

Care  of  Pfister  Hotel,  Milwaulcee,  Wis.: 
Am  writing  Ekern  to-day  for  immediate  reversal  of  deputy's  decision.    The 
matter  will  be  taken  into  court.    Have  positive  proof  report  was  given  to 
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several    iusui-jinee   papers   with   request   to   publish.     Action   for   libel   against 
partj-  reports  uurler  cousideratiou.     Thanks  for  your  telegram. 

•  Charles  F.  Carusi. 

Mr.  Eem-ield.  "\A'ill  yon  read  now,  at  this  point,  also,  the  other 
telegram,  which  is  the  one  which  j'ou  handed  to  Mr.  Ekern  ? 
Mr.  Ingham  (reading) : 

>Ir.  Georgk  \V.  IxciiAir.  Iii.siinincc  Commissioner. 

Pflsier  Hotel,  Mihraukec,  Wis.: 
Peudiiii;  further  investigation  and  appeal  from  Wisconsin  insurance  commis- 
sioner's report.     \\'isconsin  department  sending  report  broadcast.     Serious  in- 
Jury  to  Commercial.    Can  you  stop  it? 

Charles  F.  Cartjsi. 

Mr.  Eedfield.  ^Yhnt  was  it  I  understood  you  to  say  Mr.  Beedle 
said  when  you  handed  him  the  second  telegram? 

Mr.  Ingham.  I  do  not  remember  what  he  said.  This  telegram? 
This  one?    The  first  one? 

Mr.  Johnson.  What  is  the  date  of  that  telegram,  for  the  record? 

Mr.  Ingham.  It  is  the  telegram  of  August  24,  1911. 
J.  Mr.  Redfield.  What  did  he  say  when  you  handed  him  that  tele- 
gram? 

]\Ir.  Ingh.vm.  That  the  report  had  been  given  to  one  paper  only. 

!Mr.  Redfield.  What  avus  said  by  him  or  by  anybody  else  when  you 
showed  him  the  second  telegram  that  is  dated 

Mr.  Ingham  (interposing).  August  25. 

Mr.  REDFrEi.D.  What  was  said  about  that? 

Mr.  Ingham.  I  told  Mr.  Ekern  that  I  thought  he  would  have  a 
suit  on  his  hands. 

Mr.  Redfield.  And  what  did  he  say? 

Mr.  Ingham.  He  kind  of  laughed  and  said — ^he  just  said,  "All 
right,"  or  something  of  that  kind.  The  conversation  did  not  make 
much  of  an  impression  on  me,  as  I  just  say,  I  handed  this  to  him  and 
did  not 

Mr.  Redfield  (interposing).  Did  you  suggest  to  him  or  to  Mr. 
Beedle  that  they  should  stop  the  publication  of  their  report  ? 

Mr.  Ingham.  Not  that  I  remember  of.  I  would  not  ask  anybody 
to  do  that. 

Mr.  Redfield.  What  did  you  say  to  either  of  these  gentlemen  when 
you  handed  them  the  telegram  in  which  the  words  appeared,  "Can 
you  stop  it"? 

Mr.  Ingham.  I  probably  asked  him  what  the  trouble  was;  natu- 
rally.   I  do  not  remember. 

Mr.  Redfield.  Did  you  offer  any  suggestion  whatever  that  he 
should  stop  it? 

Mr.  Ingham.  Not  to  my  recollection. 

Mr.  Redfield.  Did  you  wire  Mr.  Carusi  in  response  to  the  first 
telegram  ? 

Mr.  Ingham.  I  did. 

Mr.  Redfield.  What  did  you  say  ? 

Mr.  Ingham.  My  impression  or  recollection  is  that  I  told  him  that 
I  had  talked  to  Beedle  and  that  report  had  been  given  to  one  paper 
only. 

Mr.  Redfield.  Can  you  produce  that  telegram,  Mr.  Carusi  ? 

Mr.  Carusi.  That  is  the  one  I  told  you  I  hunted  for.  I  can  not 
find  it.    I  probably  threw  it  away. 
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Mr.  Easby-Smith.  Mr.  Carusi,  I  think,  stated  the  substance  of  it. 

Mr.  Redfield.  Quite  right.    You  did. 

Mr.  Caeusi.  That  is  the  substance.  My  statement  that  they  were 
given  broadcast  was  not  correct.  It  was  only  given  to  one  paper. 
Then  I  sent  the  other  telegram. 

Mr.  Redfield.  Have  you  ever  had  any  correspondence  with  the 
insurance  department  of  the  State  of  Missouri  respecting  these  com- 
panies ?      « 

Mr.  Ingham.  Not  to  my  recollection. 

Mr.  Redfield.  No  questions  have  been  asked  of  you  ? 

Mr.  Ingham.  I  remember  none. 

Mr.  Redfield.  Are  you  sure  ? 

Mr.  Ingham.  Almost  positive.  ^ly  records  may  show  something. 
I  do  not  remember  it,  though. 

Mr.  Redfield.  Wliat  communications,  if  any,  have  you  had  with 
the  insurance  department  of  the  State  of  Maine  respecting  these 
companies  ? 

Mr.  Ingham.  I  think  I  received  one  letter. 

Mr.  Redfield.  What  was  it?  . 

Mr.  Ingham.  Asking  something  about  them,  and  I  forwarded  them 
a  copy  of  the  letter  that  I  send  to  everybody  or  did  send  to  every- 
body. 

Mr.  Redfield.  Have  you  a  copy  of  that  letter  ? 

Mr.  Ingham.  There  is  one  in  the  files  of  the  office. 

Mr.  Rediteld.  Will  you  furnish  a  copy  of  it  to  the  committee, 
please  ? 

Mr.  Ingham.  Yes. 

Mr.  Redfield.  Will  you  state  to  the  committee,  as  fully  as  you  can, 
what  your  conversations  were  and  what  took  place  between  you,  your 
department  or  yourself,  and  the  insurance  department  of  the  State 
of  New  York  or  its  head  ? 

Mr.  Ingham.  Just  before  Thanksgiving  Mr.  Gordan  came,  called 
to  see  me,  and  we  in  my  office  talked  quite  a  while. 

Mr.  Redfield.  Who  is  Mr.  Gordon  ? 

Mr.  Ingham.  He  is  the  examiner  of  the  fire  branch  of  the  New 
York  insurance  department.  He  finally  brought  up  the  subject  of 
examining  the  First  National  Fire  Insurance  Co.  of  the  District  of 
Columbia.  He  said  that  they  wanted  to  make  an  examination. 
"Well,"  I  said,  "Mr.  Gordon,  we  have  made  an  examination  of  the 
First  National  Fire,  just  completed,  and  you  can  not  make  it  over 
my  head."  I  said,  "  I  accept  your  examinations,  and  you  will  have 
to  accept  mine."  He  thought  I  took  the  wrong  view  of  it.  I  said, 
"No;  I  do  not.  You  are  questioning  the  ability  of  the  men  in  my 
department  to  make  examinations,  and  their  examination  is  right, 
and  I  accepted  it." 

Mr.  Redfield.  Is  that  all  that  occurred  ? 

Mr.  Ingham.  Well,  he  talked,  tried  to  argue  me  out  of  my  stand, 
and  I  said,  "No;  I  am  going  to  stand  by  it;  you  can  not  make  an 
examination,  but  if  Mr.  Emmett  will  write  to  me  and  ask  me  for  any 
information  I  will  gladly  furnish  it  to  him,  no  matter  what  the 
subject  is." 

Mr.  Redfield.  What  did  Mr.  Gordon  do? 

Mr.  Ingham.  He  did  not  like  it,  and  he  said  he  thought  I  was 
wrong,  and  I  asked  him  what  lines  he  wanted  to  go  into.    Well,  he 
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■ft'ould  not  tell  me  at  first.  One  was — after  a  while  he  said — that  he 
wanted  to  see  who  controlled  the  company.  "Well,"  I  said,  "there 
are  about  3,000  stockholders;  I  do  not  think  any  one  man  controls 
it;  very  small  amount  of  stock."  "But,"  I  said,  "you  can  look  at 
that  if  you  want  to."  I  said,  "  I  have  checked  up  those  stock  books ; 
I  have  had  them  up  here ;  I  think  there  are  about  3,000  stockholders." 
That  did  not  satisfy  him.  He  said,  well — he  was  sorry  I  took  that 
view — and  he  went  to  Old  Point  Comfort  and  spent  Th|inksgiving, 
and  I  did  not  see  him  again  until  I  met  him  in  New  York.  I  went 
to  the  New  York  convention  on  the  28th  day  of  November. 

Mr.  Redfield.  You  met  him  there  then? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Redfield.  What  was  said? 

Mr.  Ingham.  Mr.  Emmett,  whom  I  did  not  know.  I  had  never 
seen  previous  to  that  time.  But  previous  to  that,  ]\lr.  Gordon  asked 
me  if  I  knew  Mr.  Emmett.  I  said,  "  No,  sir ;  I  never  saw  him."  So 
he  says,  "  He  is  a  very  fine  man."  I  said,  "  I  presume  he  is."  I  went 
to  the  convention  on  the  28th  of  November.  I  believe  that  is  the 
date. 

Mr.  Redfield.  Where? 

Mr.  Ingham.  Hotel  Astor,  New  York.  The  29th  of  November  I 
left  here,  and  the  convention  was  held  on  the  2d  of  December — 1st 
or  2d. 

Mr.  Redfield.  Of  1912? 

Mr.  Ingham.  Yes,  sir.  Mr.  Emmett  himted  me  up,  introduced 
himself  to  me. 

Mr.  Redfield.  How  do  you  know  he  hunted  you  up  ? 

Mr.  Ingham.  Because  he  came  around  in  the  corridor  where  I 
Was.  I  just  had  left  the  convention  room.  He  heard  my  name  men- 
tioned, told  me — he  came  out  in  the  corridor  of  the  hotel  on  the 
seventh  or  eighth  floor  ^^  here  we  were,  asked  me  if  this  is  Mr.  Ingham. 
T  said,  "  Yes,  sir."  He  said,  "  My  name  is  Emmett."  He  said,  "  I 
would  like  to  have  a  conversation  with  you  regarding  the  First 
National  Fire."  I  said,  "  All  right,  Mr.  Emmett,  whenever  you  are 
ready;  I  will  see  you  any  time."  So  he  met  me  after  lunciti,  went 
over  the  situation  with  me.  I  told  him  they  could  not  examine  the 
company — there  is  a  comity  between  States  which  I  believe  we  should 
aU  stand  by,  and  I  said  I  do  not  think  that  is  right.  He  said,  "  No ; 
but."  he  said,  "  there  may  be  something  we  want  to  find  out."  I  said, 
"  Just  tell  me  what  you  want  and  I  will  get  it  for  you,  Mr.  Emmett, 
anything  you  want  you  can  have."  The  next  day  or  two  Mr.  Gordon 
came  in  the  hotel.  He  was  looking  for  me.  We  were  talking  in  the 
lobby  of  the  Astor  Hotel.  Mr.  Emmett  came  down  and  wanted  to 
know  how  things  were  at  the  seat  of  war.  Mr.  Gordon  said,  "  Just 
the  same  as  they  were."  I  said,  "  Yes ;  just  the  same,  Mr.  Emmett ; 
as  I  told  you  before,  any  information  you  want  you  can  have,  but 
write  for  it,  like  I  write  to  you  regarding  your  companies."  He  sent 
me  down  a  list  of  questions.  He  said  he  would,  then  he  said  he  had 
some  information  he  wanted  to  get.  He  sent  them  to  me.  I  received 
them  on  Friday  morning.  I  worked  Friday,  Saturday,  Saturday 
night,  and  Sunday,  mailed  them  Sunday  night,  and  he  has  not  ac- 
knowledged receipt  of  them  yet.  I  have  never  received  acknowledge- 
ment of  them. 
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Mr.  Eedfield.  Do  you  not  know  that  correspondence  ensued  be- 
tween the  First  National  Co.  and  the  insurance  superintendent,  Em- 
mett,  as  a  result  of  the  questions? 

Mr.  Ingham.  That  may  be  so.  I  have  never  seen  any  correspond- 
ence. 

Mr.  Eedfield.  You  know  nothing  about  that? 

Mr.  Ingham.  There  may  be  some ;  probably  is. 

Mr.  Eedfield.  Have  you  heard  nothing  of  it  ? 

Mr.  Ingham.  I  have  heard  it  talked  about  in  their  office. 

Mr.  Eedfield.  Whose  office? 

Mr.  Ingham.  When  we  were  examining  the  First  National — on  the 
second  examination. 

Mr.  Eedfield.  What  talk  did  you  hear  ? 

Mr.  Ingham.  That  Mr.  Emmett  wanted  to  examine  the  company. 

Mr.  Eedfield.  Yes;  but  that  does  not  refer  to  the  later  corre- 
spondence between  the  company  and  Mr.  Emmett.  What  did  you 
hear  about  that  later  correspondence  which  referred  to  the  answers 
given  in  your  questions  ? 

Ml'.  Ingham.  I  do  not  know  that  I  ever  saw  that.     Possibly  I  did. 

Mr.  Eedfield.  Did  you  hear  about  it,  was  the  question,  Mr.  Ing- 
gham,  and  I  understood  you  to  say  you  did.     I  ask  you  what. 

Mr.  Ingham.  I  understood  you  to  say,  Mr.  Eedfield,  that  I  had 
heard  of  some  correspondence  between  the  First  National  and  the 
New  York  insurance  department. 

Mr.  Eedfield.  Yes. 

Mr.  Ingham.  I  have  heard  of  that. 

Mr.  Eedfield.  Well,  what  have  you  heard  ? 

Mr.  Ingham.  That  they  have  not  received  any  license  yet. 

Mr.  Eedfield.  What  else,? 

Mr.  Ingham.  I  do  not  know.  They  all  talked  about  license ;  that 
is  all  I  have  heard  about  it. 

Mr.  Eedfield.  Did  you  hear  that  they  had  wanted  further  infor- 
mation than  that  secured  from  you  ? 

Mr.  Ingham.  Not  to  my  knowledge. 

Mr.  Eedfield.  Did  you  hear  that  any  information  furnished  by 
you  had  been  considered  unsatisfactory  ? 

Mr.  Ingham.  They  did  not  write  me  that.     I  do  not  know  it. 

Mr.  Eedfield.  I  ask  you  if  you  heard  it  from  the  First  National 
Co.? 

Mr.  Ingham.  No,  sir ;  not  to  my  knowledge. 

Mr.  Eedfield.  And  the  reply  made  by  you  on  December  7,  1912, 
to  the  superintendent  of  insurance  of  New  York  was  the  last  knowl- 
edge you  have  of  the  matter  ? 

Mr.  Ingham.  Yes,  sir ;  I  have  not  heard  from  the  superintendent. 

Mr.  Eedfield.  Did  you  not  know  that  Gen.  Wynne  had  letters 
from  the  superintendent  of  insurance  on  this  very  subject  after  that 
time? 

Mr.  Ingham.  I  never  saw  them,-;sir. 

Mr.  Eedfield.  Had  you  never  heard  that  pursuant  to  that  corre- 
spondence Gen.  Wynne  withdrew  their  application  for  entry  to  the 
Statoof  New  York? 

Mr.  Ingham.  I  heard  they  had  withdrawn  their  application. 


1882  IXVESTII4ATI0X    OF    INSURANCE    COMPANIES. 

^Ir.  Eedfield.  When  I  asked  you  a  moment  ago  if  you  did  not 
know  whether  Gen.  ^A'ynne  had  that  correspondence  your  answer  was 
you  never  saw  it. 

Mr.  Ingham.  I  did  not. 

Mr.  Redfield.  H(A\ever.  I  did  not  ask  yoi!  whether  you  saw  it  or 
not.     I  asked  you  if  you  did  not  know  about  it. 

Mr.  Ingham.  I  knew  they  withdrew  the  application.  That  is  all 
I  knew  about  it. 

Mr.  Redfield.  Did  you  not  know  that  there  was  further  corre- 
spondence between  Mr.  Emmett  and  Gen.  Wynne  or  the  cbmpany 
following  the  information  which  you  gave  them? 

]\Ir.  Ingham.  No,  sir:  I  did  not  Icnow  what  Mr.  Wynee  did; 

Mr.  Redfield.  Will  j'ou  answer  my  question  just  as  I  ask  you? 

Mr.  Easby- Smith.  He  said  "  No,  sir." 

Mr.  Redfield.  Will  yt)n  read  the  question? 

The  question  was  read. 

Mr.  Redfield.  Xow.  tliat  is  a  simple  question,  Mr.  Ingham.  Either 
you  kncM-  it  <ir  you  did  not  loiow  it. 

^Ir.  Inuiiaji.  I  did  not  know  anything  about  this  correspondence. 

Mr.  Redfield.  That  is  all. 

Mr.  Berger.  Mr.  Ingham,  did  you  consider  it  your  duty  to  go  to 
Montgomery,  Ala.? 

^Ir.  Ingham.  I  did. 

Mr.  Berger.  To  jro  there  in  person? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Berger.  Could  not  you  write  a  letter?     Would  not  a  letter  do? 

Mr.  Ingham.  Not  in  a  case  of  that  kind;  you  can  not  get  it  from 
them  by  letter.  , 

Mr.  Berger.  You  can't? 

Mr.  Inghaji.  I  have  not  been  able  to.  I  will  tell  you  why,  Mr. 
Berger. 

Mr.  Berger.  Yes,  sir. 

INIr.  Ingham.  I  have  a  company  from  the  State  of  Washington,  the 
Empire  Life.  I  telegraphed  to  Washington,  a  long  telegram,  paid 
the  money  myself.  I  ha\e  written  to  the  superintendent  for  infor- 
mation regarding  it  and  I  have  not  been  able  to  get  it.  That  is  why 
I  do  these  things.  I  have  found  out  that  you  can  not  get  satisfac- 
tory information  in  writing. 

Mr.  Berger.  So  that  is  why  you  went  there  in  person? 

Mr.  Ingham.  Yes.  .sir. 

Mr.  Berger.  Why  didn't  you  go  also  to  the  State  of  Washington 
for  the  very  same  reason  ? 

Mr.  Ingham.  That  was  a  long • 

Mr.  Berger  (interposing).  You  could  not  get  any  answer. 

Mr.  Ingham.  Well.  Mr.  Berger,  I  could  not  afford  to  spend  my 
own  monej'  and  the  company  would  not  pay  it.  It  was  an  outside 
company ;  it  was  not  a  local  company. 

Mr.  Berger.  In  other  words,  you  can  not  force  an  outside  company 
to  pay  your  expenses,  but  you  can  force  the  local  company  to  pay 
them? 

Mr.  Ingham.  No  forcing  them  to  pay  it.     That  is  not  it. 

yLv.  Berger.  Is  not  that  what  you  said? 
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.>;Mr.  Ingham.  There  is  no  forcing  them.  Mr.-  Berger.     I  have  no 
(awtrol  of  an  outside  company  regarding  a  matter  of  that  kind.    ■.•_ 
-jMt.  Behgee.  Then  it  is  not  just  as  you  stated  before,  that  you.  did 
not  like  to  travel,  because  you  said  before  that  you  did  not  like,  to 
travel  well  enough,  and  that  is  why  you  did  not  go. 

Mr.  Ingham.  Judge  Prouty  was  asking  about  a  District  of  Colum- 
bia corporation,  and  that  is  the  reason.  He  was  speaking  of  the  Dis- 
trict of  Columbia  and  you  are  speaking  of  a  Seattle,  Wash.,  company. 

Mr.  Berger.  What  is  the  difference  ? 

Mr.  Ingham.  It  is  outside.     It  is  not  local.     That  is  the  reason. 

Mr.  Berger.  Do  all  the  commissioners  of  the  various  State  depart- 
ments travel  whenever  they  want  to  find  out  the  particulars  about 
companies  ? 

Mr.  Ingham.  I  think  they  do. 

Mr.  Berger.  Is  there  not  a  great  deal  of  cross  traveling  all  over 
the  country  in  that  way  ? 

Mr.  Ingham.  If  they  are  looking  for  their  own  State  companies 
there  probably  is. 

Mr.  Berger.  Well,  I  believe  a  good  deal  of  money  and  unneces- 
sary— ^well,  toil,  you  might  say,  might  be  saved  if  you  gentlemen 
would  communicate  with  each  other  in  such  a  manner  that  you  would 
furnish  information  to  each  other. 

Mr.  Ingham.  Yes;  but  if  you  do  not  know  the  man,  and  he  does 
not  know  you,  he  won't  write  anything,  and  you  don't  get  acquainted. 
That  is  what  the  conventions  are  for,  and  I  can't  attend  them  because 
I  have  to  pay  it  myself.  I  would  be  a  little  backward  about  writing 
to  somebody  I  did  not  know. 

Mr.  Berger.  Is  it  not  sufficient  that  you  are  commissioner  of  the 
District  of  Columbia  and  that  the  other  man  is  the  commissioner  of 
the  State,  to  write  a  letter  to  him  for  information  ? 

Mr.  Ingham.  But  they  won't  give  you  information.  Mv.  Berger, 
in  writing,  which  you  can  get  when  you  talk  to  a  man. 

Mr.  Berger.  Well,  on  the  other  hand,  when  Mr.  Gordon  was  here 
you  refused  to  let  him  examine  for  himself  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Berger.  Is  there  any  logic  in  this  ?  The  man  came  from  !N  ew 
York — came  all  the  way  from  New  York — paid  his  own  expenses, 
or  the  department  paid  his  expenses. 

Mr.  Ingham.  I  do  not  know  who  paid  them. 

Mr.  Berger.  Well,  surely  not  the  First  National? 

Mr.  Ingham.  The  department  paid  his  expenses. 

Mr.  Berger.  And  then  you  would  not  let  him  examine  the  com- 
pany? 

Mr.  Ingham.  Yes,  sir ;  I  refused  to ;  yes. 

Mr.  EedfieijD.  But  you  did  not  mind  going  ? 

Mr.  Berger.  You  went  to  Montgomery,  Ala.,  and  Atlanta  for  the 
same  purpose?/ 

Mr.  Ingham.  That  is  a  local  company  here,  and  one  in  Atlanta — 
there  is  no  department  there. 

Mr.  Eedheld.  But  you  went  there  ? 

Mr.  Easby- Smith.  I  submit  you  should  let  him  finish. 

Mr.  Berger.  Yes ;  let  him  finish. 

Mr.  Redfield.  I  thought  he  was  through. 
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Mr.  Ingham.  The -first  one  being  a  local  corporation,  and  the 
Columbian  Woodmen  asked  for  admission  into  the  District  and  I 
said,  "  You  will  have  to  get  an  examination  of  your  books  and  ac- 
counts to  file  with  your  papers  for  admission."  "We  have  no  de- 
partment here."    "  Well,  somebody  else  has  got  to  do  it,  then." 

Mr.  Easbv-Smith.  Who  said  that? 

Mr.  IxGHAJi.  Judge  Rome,  the  president  of  the  company. 

Mr.  EASBY-SstiTH.  Have  no  department  where? 

Mr.  Ingham.  Had  no  department  in  Atlanta,  Ga.,  at  that  time.  I 
said, ''  Somebod}'  has  got  to  examine  you."    He  asked  me  to  do  it. 

Mr.  Eedfiei.d.  What  did  you  charge  the  cost  of  doing  that  to  the 
First  Xational  Co.  for? 

Mr.  Ingham.  I  did  not.  The  Columbian  Woodmen  paid  the  ex- 
pense of  that  examination. 

Mr.  Redfield.  The  First  National  paid  your  traveling  expenses? 

Mr.  Ingham.  No,  no;  they  did  not. 

Mr.  Bergee.  He  did  not  say  that,  not  to  Atlanta,  to  Montgomery, 
Ala.,  a  different  place  entireh^. 

Mr.  Ingham.  That  is  a  different  place  entirely. 

Mr.  Redfield.  The  voucher  says  "Atlanta." 

Mr.  Ingham.  Well,  it  was  not  Atlanta.    It  was  Montgomery,  Ala. 

Mr.  Prouty.  I  offer  in  evidence,  as  part  of  the  examination, 
voucher  4256. 

Mr.  Beeger.  To  Montgomery  and  Atlanta. 

Mr.  Ingham.  I  never  saw  that  voucher. 

Mr.  Douglas.  Let  me  see  that  voufcher. 

Mr.  Berger.  That  is  Atlanta  and  Montgomery. 

Mr.  Easbt-Smith.  Atlanta  and  Montgomery? 

Mr.  Berger.  Yes. 

Mr.  Ingham.  I  have  never  seen  that  voucher. 

Mr.  Easby-Smith.  I  understand  this  is  a  check  to  Mr.  Davis  to 
reimburse  $50  cash  paid  out.    Both  sides  will  be  printed  I  suppose? 

Mr.  Prouty.  Yes. 

Mr.  Berger.  Both  sides  will  be  printed  in  full. 

The  voucher  referred  to  is  in  the  following  words  and  figures, 
to  wit: 

Ttjttle,  Wiqhtman  &  Dudley,  ,  No.  4256. 

Incorporated, 
Managing  Underwriters, 
Soutliern  Building. 

Washington,  D.  C,  Oct.  23,  1912. 
Pay  to  tlie  order  of  W.  J.  Davis,  $50.00,  fifty  &  No/100  dollars. 

Ttjttle,  Wig  htm  an  &  Dudley  (Inc.), 
By  Robert  R.  Tuttle,  President. 
,  Secretary. 

To  the  District  National  Banli,  of  Washington. 
Countersigned:  W.  J.  Davis,  Cashier. 

By  the  indorsement  of  this  voucher  check  the  payee  acknovyledges  payment  iii 
full  of  the  account  stated  within. 

JIake  all  indorsements  here. 

W.  J.  Davis. 

Edwin  P.  White. 

Pay  the  Commercial  National  Bank  of  Washington,  D.  C,  on  order.  Prior 
indorsements  guaranteed.  United  States  Trust  Oo.  15-67.  S.  J.  Henry, 
Treas.    0 
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Pay  to  order  any  bank  or  banker.  Prior  indorsements  guaranteed.  Oct.  24, 
1912.  Commercial  National  Bank,  Washington,  D.  C.  15-10.  John  Poole, 
cashier. 

(Punched:)  PAID. 

W.  J.  Davis.  Voucher  No.  4256, 

Tuttle,  Wlghtman  &  Dudley,  Dr. 

Incorporated. 
1912  For  invoice  as  follows:  Distribution 

Date  Particulars  Total  S.  or  V.  Amount 

Oct.  23.  Traveling  expense.     Trip 

to  Atlanta  &  Montgomery'  F        50.00 

Ga.  by  Supt.  of  Insurance.     50.00 
R.  E.  T. 

Mr.  Peouty.  How  do  you  suppose  that  the  bookkeeper  or  anybody 
else  found  out  that  that  was  part  of  your  expense  to  Atlanta,  wheix 
he  inserted  that  in  the  voucher?  How  do  you  suppose  he  got  that 
information  ? 

Mr.  Ingham.  I  do  not  know  where  he  got  that  information. 

Mr.  Peouty.  He  must  have  gotten  it  from  you. 

Mr.  Ingham.  He  did  not  get  it  from  me,  sir. 

Mr.  Peottty.  How  could  he  know  that  you  visited  Atlanta  un- 
less you  told  him 

Mr.  Ingham.  Tuttle  probably  told  him. 

Mr.  Peottty.  You  told  Tuttle,  then? 

Mr.  Ingham.  That  I  was  going  to  Atlanta  upon  an  examination 
of  another  company,  and  if  I  had  the  time  I  was  going  to  Mont- 
gomery from  there,  and  back  again  to  Atlanta. 

Mr.  Protjty.  What  was  the  railroad  fare  from  Atlanta  over  to 
Montgomery  ? 

Mr.  Ingham.  I  think  it  was  $12  and  some  cents,  round  trip. 

Mr.  Peouty.  Why,  then,  would  you  need  $50  ? 

Mr.  Ingham.  Because  the  first  $50  had  not  paid  the  full  expense 
of  the  first  trip  there  ? 

Mr.  Peouty.  What  is  the  railroad  fare  from  here  to  Montgomery, 
Ala.? 

Mr.  Ingham.  I  think  it  is  about  $22  one  way. 

Mr.  Peouty.  Bound  trip? 

Mr.  Ingham.  No  ;  about  $44. 

Mr.  Peouty.  $44  for  the  round  trip  ? 

Mr.  Ingham.  I  think  that  is  about  what  it  was,  yes ;  something  oil 
that  kind. 

Mr.  Peouty.  I  notice  on  the  back  of  this  voucher  the  name  of  Mr. 
White.    Do  you  know  who  that  is? 

Mr.  Ingham.  No,  indeed.  I  never  saw  it.  I  do  not  know  anything 
about  the  voucher. 

Mr.  Peouty.  I  notice  that  that  voucher  is  made  payable  to  a  Mr. 
Davis,  and  that  he  does  not  seem  to  have  drawn  it — to  have  drawn  the 
money ;  it  seems  to  have  been  further  indorsed  by  a  man  by  the  name 
of  White.    You  do  not  know  anything  about  that  man  White,  do  you? 

Mr.  Ingham.  No,  sir ;  I  never  saw  the  voucher. 

Mr.  Beeger.  Did  you  not  sign  it? 

Mr.  Ingham.  No,  sir ;  not  that  voucher.    I  never  saw  it. 

Mr.  Easby-Smith.  That  is  "  cash,"  Mr.  Berger. 

Mr.  Bekgee.  Oh,  yes. 
,     Mr.  Ingham.  There  is  one  I  signed,  Mr.  Berger. 
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Mr.  Pkotjty.  The  money  that  you  received  was  from  Tuttle,  Wight- 
inan  &  Dudley.     Is  that  not  so? 

Mr.  Ingham.  I  never  noticed  it  until  this  morning — -that  check. 

Mr.  Pbouty.  I  am  not  talking  about  the  voucher,  but  the  money 
that  you  got  was  from  Mr.  Tuttle,  of  Tuttle,  Wightman  &  Dudley? 

Mr.  Ingham.  Tuttle  gave  me  the  first  money ;  yes,  sir ;  then  he  gave 
me  a  check  afterwards. 

Mr.  Peouty.  He  gave  it  to  you  in  cash  ? 

Mr.  Ingham.  Yes,  sir. 

^Ir.  Prouty.  And  when  he  gave  you  that  money  whatever  infor- 
mation he  had  was  what  you  gave  him  in  regard  to  that? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Prouty.  I  notice  this  voucher  says  it  is  for  trip  to  Atlanta  and 
Montgomery,  and  it  is  authenticated  by  ^Ir.  Tuttle — R.  R.  T. 

Mr.  Ingham.  Yes. 

Mr.  Prouty.  Which  would  indicate,  I  suppose,  that  it  was  issued 
on  his  authority? 

Mr.  Ingham.  I  could  not  tell  you,  Judge.  I  never  saw  it,  so  I  do 
not  know.    That  is  news  to  me.    I  never  saw  that  voucher. 

■Mr.  Prouty.  Well,  if  the  money  had  been  paid  to  you  by  Mr. 
Tuttle  and  he  wished  to  be  reimbursed,  it  would  have  been  a  natural 
way  to  have  the  check  issued  to  him,  would  it  not? 

Mr.  Ingham.  I  should  think  so.    I  would  want  it  that  way. 

:Mr.  Proi  TV.  That  is  all. 

Mr.  Bergee.  Of  course,  Mr.  Ingham,  you  did  not  care  as  long  as 
you  got  the  $50  in  cash  whether  you  got  the  $50  from  Tuttle,  the 

E resident  of  the  Commercial — Tuttle,  the  vice  president  of  the 
ational,  or  Tuttle,  of  Tuttle,  Wightman  &  Dudley? 

Mr.  Inghaje.  It  did  not  make  any  difference  to  me. 

Mr.  Berger.  It  was  the  same  Tuttle  ? 

Mr.  Inghasi.  Yes;  the  same  man. 

]\Ir.  Berger.  You  testified  before  that  you  considered  it  your  duty 
to  take  care  of  the  insurance  business;  that  is,  of  the  underwriting 
business  of  a  company  primarily,  and  not  of  the  stockholders? 

]\Ir.  Ingham.  The  policy  holders. 

Mr.  Berger.  Oh,  the  policy  holders? 

]\rr.  Inghasi.  Yes,  sir. 

Mr.  Berger.  Now,  Mr.  Ingham,  supposing — this  is  not  a  hypothe- 
sis, although  I  put  the  word  "  supposing  "  before  my  sentence — sup- 
posing a  company  was  losing  $130,000  a  year,  and  you  knew  it,  and 
was  paying  out  a  dividend  of  $28,000,  and  you  knew  it,  would  you 
consider  it  your  duty  to  let  the  world  in  general  know  about  that  ? 

Mr.  Inghaji.  The  examination  would  show  that. 

Mr.  Berger.  The  examination  would  not  show  that  unless  a  man 
understood  something  about  the  insurance  business. 

Mr.  Ingham.  Well,  he  would  see  they  were  losing  money,  if  he 
would  look  the  statement  over. 

Mr.  Berger.  Do  you  think  that  a  layman  could  see  that  from  your 
statement? 

Mr.  Ingham.  I  think  so. 

Mr.  Berger.  From  the  statement  you  gave  there? 

Mr.  Ingham.  I  think  so. 
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Mr.  Bergeis.  Moreover,  you  said  you  would  not  report  them  as  be- 
ing in  danger  until  their  capital  has  been  impaired.  Is  that  what 
you  said? 

Mr.  Ingham.  That  is  right. 

Mr.  Bergee.  But  insurance  is  usually  written  for  three  years  or 
five  years ;  a  company  that  is  losing  $130,000  on  their  business  this 
year  may  not  be  impaired  this  year,  but  within  a  year  or  two  they 
may  be  bankrupt. 

Mr.  Ingham.  Any  company ■ 

Mr.  Bergee  (interposing).  Then  you  would  report;  but  of  course, 
since  they  write  business  lor  three  years  or  five  years  in  advance, 
would  it  not  be  your  duty  to  call  attention  to  it  right  now  ? 

Mr.  IxGHAM.  They  might  make  money  next  year  and  save  them- 
selves. 

Mr.  Berger.  I  know  they  might,  but  you  see,  of  course,  next  year 
we  may  all  be  millionaires.    It  is  not  very  probable,  though. 

Mr.  Ingham.  No. 

Mr.  Berger.  I  mean  as  a  regular  business  proposition,  if  they  lose 
$130,000  a  year,  would  it  not  be  your  duty  to  call  attention  to  that 
fact — publicly,  I  mean — -in  your  report  to  the  commissioners;  to  Mr. 
Eudolph? 

Mr.  Ingham.  My  report  is  public  property  and  the.  statement 
would  sho;w  it. 

Mr.  Johnson.  Does  your  statement  show  that  fact? 

Mr.  Bergee.  It  does  not  show  very  plainly.    I  looked  at  it. 

Mr.  Ingham.  Well,  you  have  not  got  the  last  examination  there. 

Mr.  Easby- Smith.  He  is  referring  to  the  last  report  made.  Mr. 
Johnson  asked  you  whether  that  last  report  shows  it. 

Mr.  Ingham.  That  examination? 

Mr.  Easby- Smith.  Yes. 

Mr.  Ingham.  Yes. 
■  •  Mr.  Johnson.  Your  report  to  your  superior  officers,  the  commis- 
sioners, shows  just  exactly  in  that  respect  what  the  report  made  by 
the  accountant  just  given  there  shows? 

Mr.  Ingham.  Yes;  it  shows  that  the  company  had  a  surplus  of 
$77,000,  increase  of  building  to  $216,000,  and  it  shows  that  without 
the  building  they  had  about  $2,700  surplus.    It  shows  it. 

Mr.  Bergee.  It  does  not  show  the  loss ;  that  they  have  been  losing 
a  tremendous  amount  of  money  in  the  last  year. 

Mr.  Ingham.  It  is  there  in  the  statement.  You  can  easily  pick  it 
out- 
Mr.  Bergee.  Well,  it  was  not  satisfactory  to  me,  Mr.  Ingham.  Of 
course,  after  I  saw  the  report  of  the  expert,  then  I  understood  the 
thing  very  plainly,  and  after  it  had  been  brought  out  in  the  exami- 
nation here. 

I  am  through. 

Mr.  Redfield.  Mr.  Ingham,  how  does  it  happen  that  you  got  just 
$100  from  the  company — $50  in  cash  and  $50  by  check? 

Mr.  Ingham.  I  just  told  him  I  wanted  some  money;  that  is  all. 
He  wanted  to  know  how  much.  I  said  "  $50,  and  I  will  render  a  bill 
to  you." 
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Mr.  Redfeeld.  As  a  matter  of  fact,  those  companies  owe  you  money 
now? 

Mr.  Ingham.  Xo;  I  think  that  I  owe  them  a  few  cents. 

Mr.  Redfield.  You  think  they  have  overpaid  you  on  your  expenses ; 
advanced  you  more  than  you  actually  spent  ? 

Mr.  Ingham.  Yes. 

Mr.  Redfield.  Have  you  rendered  an  account? 

Mr.  IxGHAsr.  Xot  yet.  I  have  been  busy  on  all  kinds  of  things 
and  I  have  not  straightened  up  my  account.     I  have  not  got  to  it. 

Mr.  Redfield.  The  last  $50  was  paid  after  you  got  back  ? 

Mr.  IxGHAM.  Yes. 

Mr.  Redfield.  How  long  were  you  gone  ? 

Mr.  Ingham.  I  was  gone  four  days  the  first  time ;  on  the  train  one 
night,  and  spent  the  day  in  IMontgomery ;  one  night  in  the  train  again, 
and  back  to  Atlanta. 

Mr.  Redfield.  For  how  many  days'  traveling  expenses  are  you  to 
account  ? 

Mr.  Ingham.  About  seven. 

Mr.  Redfield.  All  told,  seven  days? 

Mr.  Ingham.  Yes. 

Mr.  Redfield.  And  the  amount  that  you  have  received  would  fig- 
ure, then,  something  over  $14  a  day  expenses,  would  it  not? 

Mr.  Ingham.  That  is  the  way  it  figures  out. 

Mr.  Redfield.  Xow,  did  you  keep  an  accurate  account  of  tho^e 
expenses  ? 

Mr.  Ingiiaji.  I  have  it  down  at  the  office ;  yes. 

Mr.  Redfield.  How  long  is  it? 

Mr.  iNGHAai.  Not  very  long. 

Mr.  Redfield.  '\^niy  have  you  not  rendered  it  in  the  month  or  two 
that  have  passed  ? 

Mr.  Ingham.  Because  I  have  been  making  examinations  and  have 
been  busy  all  the  time;  I  have  not  had  a  chance  to  turn  around, 
hardly. 

Mr.  Redfield.  How  long  would  it  take  to  copy  that  account  down 
on  a  piece  of  paper  ? 

Mr.  Ingham.  About  15  minutes. 

^Ir.  Redfield.  Could  you  not  give  it  to  a  stenographer  to  do  it  ? 

Mr.  Ingham.  I  probably  could;  yes. 

Mt.  Redfield.  Would  it,  as  a  matter  of  fact,  take  any  more  of  your 
time  than  a  minute  to  furnish  it  to  the  stenographer  and  tell  him  to 
send  that  account  to  the  First  National  Co.  ? 

Mr.  Ingham.  No. 

Mr.  Redfield.  Is  it  not  an  actual  fact  that  you  do  not  know  pre- 
cisely what  the  amount  of  that  account  is  ? 

Mr.  Ingham.  I  do  not  remember  it  now. 

Mr.  Redfield.  You  do  not  really  know  whether  you  have  received 
$5  more  than  it  covered  or  not  ? 

Mr.  Inghabi.  If  I  have,  it  will  be  returned  to  them. 

Mr.  Redfield.  It  has  not  yet  been  returned  ? 

Mr.  Ingham.  No. 

Mr.  Redfield.  Are  there  any  other  items  of  that  same  kind  where 
you  have  received  from  these  companies,  or  others,  money  those  com- 
panies advanced  to  you  before  the  account  is  rendered  ? 

Mr.  Ingham.  Yes.  sir. 
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Mr.  Redfield.  And  do  you  know  in  those  cases  whether  the 
amounts  are  exact  or  not  ? 

Mr.  Ingham.  Why,  yes.  I  draw  a  certain  amount  of  money  from 
a  company.  I  will  tell  you,  Mr.  Redfield,  according  to  section  653 
of  the  Code  of  Law  of  the  District  of  Columbia,  I  make  an  examina- 
tion of  every  company  described  therein  once  a  year.  I  drew  $125  on 
the  Southern  Mutual,  of  Birmingham,  Ala.,  with  a  branch  office  in 
Jforfolk,  Va. ;  I  went  down  to  Norfolk,  spent  two  days  there  to  check 
up  the  books.  I  have  the  mileage  book  now  to  go  to  Birmingham,  and 
can  not  go  on  account  of  this  investigation.  I  could  not  J&nish  the 
work — I  have  a  statement  of  that,  too — ^because  that  has  not  been 
rendered,  because  I  can  not  finish  it. 

Mr.  Redfield.  Do  you  have  a  cashier  in  your  office  ? 

Mr.  Ingham.  We  do  not. 

Mr.  Redfield.  Do  you  keep  an  accurate  account  on  records  which 
are  public  of  the  moneys  in  your  hands  for  traveling  expenses  but 
not  yet  accounted  for? 

Mr.  Ingham.  Make  a  statement  of  it? 

Mr.  Redfield.  Do  you  keep  any  books  that  show  that  ? 

Mr.  Ingham.  Just  a  little  memorandum. 

Mr.  Redfield.  That  is,  a  personal  memorandum  ? 

Mr.  Ingham.  That  is  all. 

Mr.  Redfield.  So  that  nobody  knows  how  much  money  you  have 
on  hand  which  has  been  advanced  to  you,  and  for  which  no  account 
has  been  rendered,  except  yourself? 

Mr.  Ingham.  I  never  had  any  on  hand  except  for  this  case  and 
the  one  at  Birmingham.  That  is  all.  The  reason  I  could  not  go 
there  was  this  investigation  came  on,  and  I  could  not  even  comply 
with  the  law  this  year,  and  seven  or  eight  companies  I  could  not  ex- 
amine. I  am  just  waiting  so  I  can  send  somebody  to  examine  that 
company  now. 

Mr.  Redfield.  Meantime  j'ou  have  on  hand  the  funds  which  they 
advanced  you? 

Mr.  Ingham.  It  is  lying  down  in  the  bank ;  yes,  sir ;  with  a  state- 
ment in  the  book. 

Mr.  Redfield.  In  your  personal  account? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Beegee.  Is  that  a  local  company,  Mr.  Ingham  ? 

Mr.  Ingham.  No,  Mr.  Berger;  it  is  a  company  chartered  under 
the  laws  of  Alabama,  which  transacts  business  here  under  section  653. 
which  compels  me  to  examine  them  once  a  year — at  least  once  a  year. 

Mr.  Beegee.  Are  not  you  compelled  to  examine,  then,  a  company 
in  Washington  if  it  does  business  here  ? 

Mr.  Ingham.  If  it  came  under  that  section  of  the  code,  that  is  all. 

Mr.  Bergeh.  What  companies  come  under  that  section  of  the  code  ? 

Mr.  Ingham.  What  we  call  accident  and  health  companies  on  the 
industrial  plan,  small  companies,  $25,000  capital. 

Mr.  Easby-Smith.  That  is  a  new  law,  Mr.  Berger. 

Mr.  Beegee.  That  is  a  new  law  ? 

Mr.  Easbt-Smith.  Totally  different  from  the  general  law. 

Mr.  Johnson.  Did  I  understand  you  to  say  that  out  of  this  $100 
which  you  have  received  that  you  have  expended  $99.60? 

Mr.  Ingham.  Something  of  that  kind.  I  do  not  remember  the 
exact  amount,  Mr.  Johnson. 
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Mr.  JoHxsox.  Well,  why  did  you  say  $99.60? 

Mr.  Ingham.  Because  it  probably  took  the  expenses  for  traveling'* 

Mr.  Johnson.  Was  it  because  you  thought  that  that  was  approxi- 
mately the  amount,  or  that  it  was  not  ? 

Mr.  Ingham.  I  did  not  think  that  was  the  approximate  amount. 
I  used  the  amount  expended  and  I  itemized  it.  I  did  not  approxi- 
mate anything.    I  do  not. 

Mr.  Johnson.  You  did  not  approximate  it? 

Mr.  Ingham.  Xo,  sir. 

Mr.  Johnson.  Is  that  the  actual  amount  ? 

Mr.  IxGHAM.  I  could  not  tell  you  oflFhand  here.  I  just  said  about 
that. 

Mr.  Johnson.  I  am  curious  to  know,  if  you  have  not  the  exact 
figures  and  you  made  no  approximation,  why  you  use  the  amount 
$99.60. 

Mr.  Inghaji.  Just  offhand,  that  is  all.  I  just  made  that  remark. 
I  can  furnish  you  a  statement  of  it. 

Mr.  Johnson.  Will  you  do  that? 

Mr.  iNGHA^r.  Yes ;  I  will  furnish  a  statement. 

Mr.  Redfield.  Can  you  not  let  us  see  the  original  memorandum  that 
you  made? 

Mr.  iNGHAjr.  Yes;  I  will  bring  it  up  to  you  if  you  want  it. 

Mr.  Redfield.  Let  us  see  the  original  memorandum  that  you  made. 

^Ir.  Ingham.  Yes;  all  right. 

Mr.  Johnson.  If  I  understood  the  interrogation  of  you  a  moment 
ago  relative  to  the  voucher  that  was  made  out  for  the  $50  in  cash 
which  you  got  from  the  insurance  company,  you  say  that;  you  never 
saw  that  voucher  before  to-day  ? 

Mr.  Ingham.  Not  until  just  now. 

^Ir.  Johnson.  You  got  the  $50  in  cash  as  the  result  of  the  con- 
versation between  you  and  Mr.  Davis? 

Mr.  Inghaji.  No,  sir;  Mr.  Tuttle. 

^Ir.  Johnson.  Mr.  Tuttle? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  And  as  to  whether  or  not  Mr.  Tuttle  conveyed  to 
Mr.  Davis,  the  bookkeeper,  the  correct  circumstances  surrounding 
that  transaction  you  are  not  advised? 

Mr.  Ingham.  No,  sir ;  I  do  not  know. 

Mr.  Johnson.  You  went  to  Atlanta,  Ga.,  did  you? 

Mr.  Ingham.  I  went?    On  this  trip? 

Mr.  Johnson.  Did  you  go  to  Atlanta,  Ga.  ? 

Mr.  Ingham.  Yes,  sir. 

jNIr.  Johnson.  Did  you  go  to  Montgomery,  Ga.  ? 

]\Ir.  Ingham.  Montgomery,  Ala. 

Mr.  Johnson.  Xo,  sir;  I  am  asking  you  if  you  went  to  Mont- 
gomery, Ga.? 

Mr.  Ingham.  No,  sir. 

Mr.  Johnson.  See  if  that  voucher  there  does  not  charge  you  with 
the  expenses  for  having  gone  to  Montgomery,  Ga. 

Mr.  Ingham.  It  does. 

Mr.  Johnson.  Then  there  must  be  a  mistake  made  by  the  man  who 
made  the  voucher? 

Mr.  Ingham.  There  is. 
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Mr.  Johnson.  You  never  said  to  anybody  that  you  were  going  to 
Montgomery,  Ga.? 

Mr.  Ingham.  No,  sir. 

Mr.  Johnson.  You  never  got  any  money  from  anybody  to  go  to 
Montgomery,  Ga.  ? 

Mr.  Ingham.  No.  sir.    I  do  not  know  where  it  is. 

Mr.  Johnson.  Consequently,  whoever  made  it  out  did  have  some 
lack  of  information  relative  to  it  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  You  say  that  you  went  to  the  post-ofEce  inspector 
with  some  literature.    Did  you  go  there  to  give  advice  or  to  get  it? 

Mr.  Ingham.  To  get  advice. 
,  Mr.  Johnson.  You  say  that  after  you  had  received  the  telegram 
from  Mr.  Tuttle,  while  you  were  out  at  Milwaukee,  that  you  saw  not 
the  insurance  commissioner  of  the  State  but  his  deputy  after  you  had 
gotten  the  telegTam? 

Mr.  Ingham.  I  saw  both  of  them — the  deputy  and 

Mr.  Johnson  (interposing) .  Both  of  them  ?  Did  you  mention  the 
subject  mater  of  this  telegram  to  each  of  them  ? 

Mr.  Ingham.  I  handed  the  telegrams  to  both  of  them.  They  both 
read  them. 

Mr.  Johnson.  Your  description  of  your  conversation  with  them  is 
somewhat  indefinite.'  Did  you  take  it  up  with  them  for  the  purpose 
of  having  them  stop  that  publication,  or  did  you  take  it  up  perfunc- 
torily with  them  by  exhibiting  the  telegrams  and  let  it  go  at  that  ? 

Mr.  Ingham.  I  just  handed  the  telegrams  to  them.    That  was  all. 

Mr.  Johnson.  Did  you  urge  upon  them  ? 

Mr.  Ingham.  No,  sir. 

Mr.  Johnson.  Tell  us  again  just  what  you  said,  please. 

Mr.  Ingham.  I  think  it  was  this  way:  I  handed  the  telegram  to 
Mr.  Beedle  first  and  asked  him  what  was  the  trouble. 

Mr.  Johnson.  Then  what  did  he  say? 

Mr.  Ingham.  Mr^  Beedle  talked  very  little,  as  I  remember.  I  do 
not  think  he  said  very  much  to  me  of  anything. 

Mr.  Johnson.  How  long  were  you  with  him  on  that  occasion? 

Mr.  Ingham.  About  two  or  three  minutes. 

Mr.  Johnson.  And  how  long  were  you  with  his  deputy  when  you 
spoke  to  him  about  it? 

Mr.  Ingham.  Mr.  Beedle  is  the  deputy. 

Mr.  Johnson.  How  long  were  you  with  the  inspector  of  insurance 
relative  to  that  subject? 

Mr.  Ingham.  Just  a  few  minutes ;  I  was  not  with  him  long. 

Mr.  Johnson.  You  say  that  because  of  some  rumors  relative  to 
Tuttle,  Wightman  &  Dudley  that  were  not  entirely  satisfactory  to 
you  relative  to  their  transactions  in  New  York  that  you  sought  some 
information  relative  to  the  insurance  companies  which  they  were 
promoting,  and  that  that  was  the  reason  why  you  made  some  inquiry  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  Did  you  make  those  inquiries  believing  that  you 
had  the  right  to  stop  them  from  going  in  business  if  they  com- 
plied with  the  law,  or  with  a  view  that  some  place  might  turn  up 
where  you  might  use  your  discretion  with  a  view  to  stopping  them 
from  going  into  business  here,  if  you  could  ? 
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Mr.  Ingham.  With  a  view  to  stopping  them  if  anything  was  wrong 
and  I  could  find  it  out. 

Mr.  Johnson.  To  delay  as  long  as  possible? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  Mr.  Ingham,  do  j'ou  remember  coming  to  me  when 
some  insurance  bills  were  pending  before  the  District  Committee, 
the  bills  having  been  initiated  by  you,  if  I  am  correctly  advised,  with 
a  view  of  stopping  some  wildcat  industrial  insurance  companies  in 
the  District? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  Do  you  recall  whether  or  not  one  of  those  companies 
had  a  capital  stock  of  $100,  divided  into  shares  of  $1  each? 

Mr.  Ingham.  Yes,  sir. 

^Ir.  Johnson.  Notwithstanding  the  fact  that  they  were  within 
their  legal  rights,  did  you  grant  them  a  license  ? 

Mr.  Ingham.  No.  sir. 

Mr.  Johnson.  Do  you  remember  explaining  to  me  that  there  was 
another  company  seeking  to  do  business  in  the  District  of  Columbia 
which  had  a  capital  stock  of  $1  ? 

Mr.  Ingham.  Yes.  sir. 

Mr.  Johnson.  Cut  up  into  shares  of  stock  of  1  cent  each? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  Did  you  put  as  many  obstacles  in  their  way  as 
possible  toward  doing  business  in  the  District  of  Columbia  until  a 
bill  prohibiting  them  'should  become  a  law  ? 

Mr.  Ingiia:m.  Yes,  sir;  I  did. 

Mr.  Johnson.  Were  you  mandamused  by  either  of  those  concerns  ? 

Mr.  Ingham.  Only  threatened. 

Mr.  Johnson.  You  were  threatened  with  mandamus  proceedings? 

Mr.  Inghaji.  Yes. 

Mr.  Johnson.  And  if  they  had  instituted  the  mandamus  proceed- 
ings, you  would  have  been  compelled,  as  you  understand  the  law,  to 
liave  permitted  them  to  have  gone  in  business? 

Mr.  Inghaji.  I  imagine  it  would  have  been  decided  against  me. 

]\Ir.  Johnson.  The  law  of  the  District  of  Columbia  up  to  that  time 
was  just  that  broad,  and  you  could  not  help  yourself  about  it? 

Mr.  lNGHA;>r.  No,  sir. 

Mr.  Johnson.  And  in  these  instances,  while  you  were  seeking  what 
information  you  could  get,  you  nevertheless  were  compelled  to  grant 
these  licenses  to  each  of  these  companies  ? 

'Sir.  Ingham.  I  would  hare  been  compelled,  Mr.  Johnson,  if  they 
had  taken  it  into  court. 

Mr.  Easby-Smith.  Mr.  Ingham,  in  order  that  we  may  have  it  in 
one  concise  statement,  I  will  ask  you  to  follow  and  state  whether  or 
not  the  following  is  a  correct  statement  of  all  matters  regarding  the 
$50  payments  made  to  you.  As  I  understand,  having  heard  that  the 
superintendent  of  insurance  of  Alabama  had  some  information  con- 
cerning this  company,  you  went  to  Montgomery  to  make  an  investiga- 
tion about  the  10th  of  October.  You  returned  from  Montgomery  and 
later  in  the  month  told  Mr.  Tuttle  that  you  had  made  a  partial  in- 
vestigation down  there,  that  the  expenses  would  have  to  be  paid  by 
his  company,  that  you  were  going  back  to  Atlanta  to  examine  the 
Columbian  Woodmen,  and  while  there  you  intended  again  to  go  to 
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Montgomery,  and  that  the  company  would  have  to  pay  that  expense 
from  Atlanta  to  Montgomery,  and  that  thereupon  you  told  Mr.  Tuttle 
you  would  have  to  have  some  money  on  account  of  expenses  already 
incurred,  and  he  gave  you  $50  in  cash.    Is  that  correct  to  that  extent  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Easby-Smith.  And  so  far  as  the  voucher  dated  October  23, 
payable  to  the  order  of  W.  J.  Davis,  for  $50,  is  concerned,  you  have 
no  knowledge  of  it,  and  never  saw  it  until  this  morning  ? 

Mr.  Ingham.  I  never  saw  it  until  this  morning. 

Mr.  Easby-Smith.  That  you  did  go  to  Montgomery  from  Atlanta, 
and  upon  your  return  to  Washington  and  upon  taking  up  the  exam- 
ination of  these  two  companies  early  in  November  you  told  Mr. 
Tuttle  that  he  had  better  give  you  another  $50  to  reimburse  you  for 
expenses.    That  is  correct,  is  it  \ 

Mr.  Ingham.  Yes. 

Mr.  Easby-Smith.  And  he  did  issue  you  the  voucher  which  was 
introduced  this  morning,  and  which  bears  your  indorsement  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Easby-Smith.  Did  you  understand  that  you  were  getting 
either  of  the.  $50  from  Tuttle,  Wightman  &  Dudfley,  or  what  was 
your  understanding  as  to  where  it  was  coming  from  ? 

Mr.  Ingham.  The  First  National  Fire,  I  presume.    I  did  not 

Mr.  Easby-Smith  (interposing).  Can  you  state  now  approxi- 
mately what  your  expenses  had  been  on  the  original  trip,  when  you 
went  to  Montgomery  and  back  solely  on  the  investigation  of  the  First 
National  ? 

Mr.  Ingham.  About  $63.  Something  of  that  kind.  I  am  going  to 
give  a  statement  of  it. 

Mr.  Easby-Smith.  And  can  you  state  approximately  what  were 
the  expenses  incurred  by  you  from  Atlanta  to  Montgomery  and  back 
en  the  second  trip,  when  other  business  carried  you  to  Atlanta  ? 

Mr.  Ingham.  I  think  something  over  $20. 

Mr.  Easby-Smith.  And  you  will  furnish  an  itemized  statement  of 
the  exact  amount  of  the  expenses  ? 

Mr.  Ingham.  Yes,  sir;  and  I  always  do  that  for  every  company. 

Mr.  Easby-Smith.  As  I  understand,  the  first  $50  which  you  got 
from  Mr.  Tuttle  did  not  reimburse  you  for  what  had  previously  been 
expended  by  you  ? 

Mr.  Ingham.  No,  sir. 

Mr.  Easby-Smith.  And  you  got  it  because  you  needed  the  money 
to  go  on  that  trip? 

Mr.  Ingham.  Yes. 

Mr.  Easby-Smith.  What  has  been  your  practice  as  to  rendering 
itemized  statements  to  the  companies  which  have  advanced  you 
moneys  for  expenses? 

Mr.  Ingham.  I  give  them  an  itimized  statement,  and,  if  there  is  a 
remittance  to  go  back  to  the  company,  a  check  with  it. 

Mr.  Easby-Smith.  And  if  there  is  something  coming  to  you,  you 
collect  the  difference? 

Mr.  Ingham.  That  is  right. 

Mr.  Easby-Smith.  Will  you  state  in  the  ordinary  course  of  events 
when  you  would  have  rendered  to  the  First  National  an  itemized 
statement  of  this  matter?     In  other  words,  you  got  this  money  on 
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the  5th  of  November.  Now,  in  the  ordinary  course,  when  would 
you  have  had  a  settlement  with  the  company? 

Mr.  Ingham.  Oh,  perhaps  a  week  or  10  days;  after  I  could 
straighten  my  work  up;  that  is  all. 

Mr.  Easby-Smith.  As  I  understand,  the  reason  you  have  not 
straightened  that  up  in  this  particular  is  because  of  the  unusual  con- 
dition of  business  in  your  office  and  in  your  own  business  from  then  to 
the  present  time? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Easby-Smith.  That  is  all. 

]Mr.  Eedfield.  Mr.  Ingham,  is  it  a  fact  that  on  previous  occasions 
there  have  been  checks  given  back  to  the  companies  for  the  surplus? 

Mr.  Ingham.  Yes,  sir;  you  will  see  that  the  report,  Mr.  Eedfield, 
shows  it. 

Mr.  Eedfield.  Did  I  understand  you,  Mr.  Ingham,  to  say  some- 
time ago  that  the  present  case  and  the  case  which  is  now  pending 
jn  the  South  were  the  only  two? 

Mr.  Ingham.  Oh,  no.     If  I  said  that  I  misunderstood  you. 

Mr.  Eedfield.  It  is  a  fact,  then,  that  in  a  number  of  cases  hereto- 
fore the  companies  have  advanced  to  j^ou  more  than  you  have  spent, 
and  there  has  been  a  refund? 

^Ir.  Inghajl.  Yeh.  sir.  You  can  see  in  that  book  there  the  report. 
I  will  just  read  it  to  you. 

Mr.  Johnson.  To  what  book  do  you  refer? 

Mr.  Inghaji.  This  is  the  "  District  of  Columbia  Insurance  Eeport, 
Business  of  1911." 

Here  is  a  case  where  the  society  advanced  $255,  the  Eoyal  Benefit 
Societj'. 

jNIr.  Eedfield.  To  yfai? 

Mr.  Inghasi.  It  was  advanced  to  the  examiner  and  statistican. 
I  just  turned  it  over  to  them. 

Mr.  Eedfield.  It  was  advanced  to  you  and  you  turned  it  over  to 
vhem  ? 

Mr.  Ingham.  Yes. 

Mr.  Eedfield.  How  long  was  it  before  the  account  was  made? 

]Mr.  Ingham.  I  do  not  know  the  date.  It  does  not  give  it  in  this 
book.     I  could 

Air.  Eedfield  (interposing).  Can  you  say  whetlier  it  was  a  month 
or  two? 

Mr.  Ingham.  It  probably  was. 

Mr.  Eedfield.  So  that  it  has  been  the  custom  in  your  department 
to  receive  in  advance  funds  for  traveling  expenses,  and  later  on,  when 
the  work  was  done,  either  refund  what  may  not  have  been  spent,  or 
to  call  upon  them  for  what  was  due,  if  anything? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Eedfield.  Is  there  a  separate  account  kept  on  the  books  of 
your  office  for  each  of  these  items? 

Mr.  Ingham.  Only  in  the  copy  book  as  the  bills  are  made  out. 

Mr.  Eedfield.  The  only  record  that  shows  is  in  the  letter  book 
when  the  bills  are  made  out? 

Mr.  Ingham.  Yes ;  because  this  money  never  goes  to  the  credit  of 
the  Government. 
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Mr.  Eedfield.  And  pending  that  time  these  advances  to  your  de- 
partment are  carried  on  private  memorandum? 

Mr.  Ingham.  Oh,  yes. 

Mr.  EEoriEU).  Who  paid  your  expenses  to  Milwaukee? 

Mr.  Ingham.  The  District  government. 

Mr.  Eedheld.  And  who  paid  them  to  New  York  ? 

Mr.  Ingham.  This  last  trip  to  New  York  I  paid  myself. 

Mr.  Eedfield.  And  have  you  received  from  either  of  these  com- 
panies or  from  Tuttle,  Wightman  &  Dudley  or  from  any  individual 
connected  with  them  any  other  funds  of  any  nature  other  than  those 
that  have  been  described  by  you  ? 

Mr.  Ingham.  Not  one  penny. 

Mr.  Eedfield.  Did  you  pay  the  telegram  that  you  sent  back  from 
Milwaukee  ? 

Mr.  Ingham.  I  did. 

Mr.  Eedfield.  Do  you  consider  it  a  sound  method  of  doing  busi- 
ness, Mr.  Ingham,  to  receive  advances  as  a  public  officer  from  corpor- 
ations over  which  you  have  supervision,  of  money  of  which  no  ac- 
count is  kept  save  a  private  .memorandum  until  the  transaction  is 
closed,  and  then  refund  is  made  or  more  is  collected,  as  the  case  may  be  ? 

Mr.  Ingham.  Mr.  Eedfield,  I  could  not  advance  the  money  for  all 
examinations  that  we  make.    Where  would  I  get  it  ? 

Mr.  Eedfield.  Mr.  Ingham,  if  you  will  excuse  me,  I  have  not  asked 
any  question  about  that.  I  ask  you  whether  the  method  which  I 
have  described  to  you  is  a  sound  method  of  doing  business  ? 

Mr.  Easby-Smith.  I  think  we  are  at  cross-purposes.  I  think  the 
witness  means  whether  the  advancing  of  money  is  sound,  and  I  think 
you  mean  whether  the  method  is  sound. 

Mr.  Eedfield.  It  is  the  method  that  I  am  concerned  with.  I  do 
not  raise  the  question  as  to  whether  you  personally  could  furnish 
the  money  or  not.     I  am  concerned  with  the  method. 

Mr.  Beegee.  The  ethics  of  it. 

Mr.  Eedfield.  The  ethics  of  it.  Perhaps  I  can  amplify  it  by  a 
statement  which  may  clear  the  matter  up  in  your  mind.  I  under- 
stand from  you  that  the  department  receives  from  certain  companies 
for  certain  purposes  advances  of  money,  and  that  no  record  is  made 
of  those  advances  other  than  a  private  memorandum  until  such  time 
as  the  transaction  is  closed,  when  there  is  a  refund  by  your  depart- 
ment to  the  company  or  a  payment  by  the  company  to  you,  as  the 
case  may  be.    When  I  say  you,  I  mean  the  department. 

Now,  I  ask  you  if  you  consider  that  a  sound  method  of  doing  busi- 
nes  for  a  public  officer  who  doing  business  with  companies  that  he  is 
supposed  to  supervise  ? 

Mr.  Ingham.  I  do. 

Mr.  Eedfield.  Do  you  not  think,  Mr.  Ingham,  that  the  having  in 
your  possession,  as  a  public  officer,  private  moneys  of  which  no  ac- 
count has  been  made,  and  for  which  an  account  is  to  be  made  at  such 
time  as  you  see  fit,  puts  you  m  a  false  position  as  a  public  officer  ? 

Mr.  Ingham.  I  do  not  think  so. 

Mr.  Eedfield.  Do  you  not  think  that  a  man  of  less  experience,  less 
maturity,  having  in  his  possession  private  funds  while  he  was  a  pub- 
lic officer,  for  which  no  account  has  been  made,  and  a  knowledge  of 
which  exists  only  in  the  shape  of  private  memoranda,  would  be 
tempted  to  the  misuse  of  those  funds  ? 
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Mr.  IisGHA^r.  I  do  not  think  so. 

ilr.  Redfield.  Then  you  would  like  the  committee  to  undei-stand 
you  think  there  is  no  risk  of  tempting  a  younger,  less  experienced, 
less  able,  less  upright  man  in  the  mere  having  in  his  possession  pri- 
vate funds  on  private  memoranda  over  which  there  is  no  supervision 
and  for  which  account  is  not  to  be  made  imtil  such  time  as  he  sees  fit 
to  make  it — you  think  that  does  not  cause  temptation? 

]Mr.  Ingham.  I  do  not  think  so.  He  has  got  to  account  for  the 
money  to  the  company. 

^Ir.  Eedfield.  He  accounts  for  it  in  his  own  way  and  at  his  own 
time. 

]\lr.  Ingham.  Just  the  traveling  and  the  hotel  bills;  that  is  all. 
He  can  not  put  other  things  in  there  except  that. 

!Mr.  Redfield.  Do  3^ou  not  know  as  a  matter  of  fact  that  business 
houses,  whose  traveling  men  spend  money  for  them,  require  the  most 
exact  and  accurate  accounting  of  those  funds? 

^Ir.  Ingham.  We  do  the  same  thing. 

]Mr.  Redfield.  Can  you  imagine  a  business  house  putting  funds  into 
the  hands  of  other  parties  outside  of  its  control,  to  keep  them,  on 
private  memoranda,  leaving  that  party  at  an  indeterminate  time  to 
render  such  account  as  he  sees  fit? 

Mr.  Ingha^i.  ^ly  experience  is  that  every  man  working  for  a 
wholesale  house,  that  handles  money,  simply  makes  it  on  a  private 
memorandum.    I  never  saw  very  many  of  them  that  did  not. 

Mr.  Redfield.  "What  did  Mr.  Carusi  saj'  to  you  when  he  aslced  this 
appraisal  to  be  made? 

^[r.  Ingham.  He  told  me  that  they  had  purchased  the  Southern 
Building  through  buying  stock,  and  that  they  wanted  im  examination 
made  of  this  First  Xational  Fire  Co.  I  said,  "  That  means  an  ap- 
praisal of  the  building."'  He  said,  "  Yes."  So  T  said,  "I  am  going 
to  have  it  appraised." 

]Mr.  Redfield.  Is  that  all  that  was  said? 

^Ir.  Ingham.  That  is  all  I  Imow  of  it. 

Mr.  Redfield.  Did  he  say  anything  to  you  as  to  when  this  was  to 
be  done? 

]\rr.  Ingham.  Xo.  sir:  I  told  him  when  I  was  going  to  do  it. 

^Ir.  Redfield.  What  date  was  this? 

;Mr.  Ingham.  The  18th  or  19th  of  October  Avhen  I  talked  to  him ; 
one  of  the  two  days. 

^Ir.  Redfield.  Did  he  say  it  was  to  be  done  at  once  ? 

^Ir.  lNGiiA:\r.  Xo,  sir. 

]\Ir.  Redfield.  Did  he  intimate  that  he  wished  it  done  quickly  ? 

^Ir.  Inghaji.  Xo,  sir. 

]Mr.  Redfield.  Why  did  j^ou  request  Mr.  Curry  to  have  it  done  be- 
fore a  certain  day? 

^Ir.  Ingham.  To  have  what  done? 

yiv.  Redfield.  To  have  this  examination  made  before  a  certain 
date. 

Mr.  Ingham.  I  asked  ]Mr.  Curry  to  get  the  work  done  as  soon  as 
he  could,  for  the  reason  we  had  several  other  examinations  to  finish 
before  the  end  of  the  year,  to  comply  with  the  law,  and  which  had 
not  occurred  in  the  office  previous  to  this  time.  We  had  more  work 
than  we  ever  had. 
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Mr.  Eedfield.  He  has  testified  before  this  committee  that  the 
work  had  to  be  done  in  four  days. 

Mr.  Ingham.  No. 

Mr.  Easby- Smith.  If  the  committee  please,  he  testified  they  did 
the  work,  in  fact,  in  five  days — Monday,  Tuesday,  Wednesday,  Thurs- 
day, and  Friday ;  but  he  gave  no  testimony  tending  to  show  that  any 
statement  was  made  to  him  that  he  was  required  to  do  it  in  that  time, 
or  that  he  was  hurried  in  the  work. 

Mr.  Eedfjeld.  Is  it  not  a  fact  that  he  was  asked  to  have  the  ex- 
amination completed  by  a  certain  definite  time? 

Mr.  Ingham.  I  asked  INIr.  Curry  if  he  could  to  get  his  work  out 
by  Friday. 

Mr.  Eedeield.  And  was  it  not  because  that  information  was 
wanted  for  use  on  Friday? 

Mr.  Ingham.  I  understood  the  company,  according  to  the  New 
York  practice,  had  to  be  on  the  list  in  New  York  on  a  certain  day, 
and  companies  that  reinsured  with  them  could  get  credit  for  that  re- 
insurance under  the  New  York  laws  providing  they  were  on  that  list. 

Mr.  Eedfield.  At  a  certain  time? 

Mr.  Ingham.  At  a  certain  time.  If  they  did  not  get  it  there  then 
they  could  not  get  credit  for  it.  I  just  asked  if  he  could  do  anything 
to  get  this  thing  out  to  do  it;  that  was  all. 

Mr.  Kedfield.  He  had  from  Monday  morning  until  Friday  night 
to  get  this  work  done  ? 

Mr.  Ingham.  Yes,  sir;  until  Friday  night. 

Mr.  Eedfield.  What  different  instructions  did  he  have  from  you 
when  the  last  examination  of  these  companies  was  made  which  has 
been  recently  completed? 

Mr.  Ingham.  I  told  him  to  make  an  examination  as  of  December 
5  ajid  put  everything  in  there  he  could  find. 

Mr.  Eedfield.  Mr.  Curry  has  testified  that  his  instructions  were 
to  elucidate  the  matter. 

Mr.  Ingham.  That  was  the  word  used  in  the  order  he  had.  But  I 
told  him  to  put  everything  he  could  find  in  there. 

Mr.  Eedfield.  Was  he  supposed  to  elucidate  the  matter  on  the  first 
inquiry  ?  ' 

Mr.  Ingham.  He  was  supposed  to  give  a  statement  of  the  facts,  as 
he  is  on  every  examination. 

Mr.  Eedfield.  As  a  matter  of  fact,  you  intended  the  second  one 
should  be  more  full  than  the  first  one  ? 

Mr.  Ingham.  Because  I  was  requested  to  give  a  statement  of  every- 
thing. 

Mr.  Eedfield.  By  whom? 

Mr.  Ingham.  By  Col.  Judson. 

Mr.  Eedfield.  But  you  intended  that  this  thing  should  be  in  ac- 
cordance with  the  instructions  very  thoroughly  done  ? 

Mr.  Ingham.  Just  exactly  as  Col.  Judson  wished. 

Mr.  Eedfield.  In  the  first  case  was  a  like  thoroughness  used? 

Mr.  Ingham.  Why,  they  went  through  just  the  same  as  every  ex- 
amination is  made,  as  thoroughly  as  all  the  rest  of  them  had  been 
made. 

Mr.  Eedfield."  That  is  all. 
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Mr.  EASBT-bJiiTii.  Has  there  ever  been  any  fund  of  public  moneys 
from  which  you  or  any  of  the  subordinates  in  vour  office  could  draw 
either  in  advance  or  be  reimbursed  for  expenses  ? 

Mr.  Ingham.  Not  a  penny. 

Mr.  Easbt- Smith.  That  is  all. 

Mr.  Peouty.  "When  this  $50  Mas  given  vou  bv  jNIr.  Tuttle,  what 
record  or  memorandum  did  you  make  of  it? 

Mr.  Inghaji.  I  just  made'a  note  of  the  $50;  that  was  all. 

^Ir.  Peouty.  Where  did  you  make  it  ? 

Mr.  Ijs'gham.  In  a  little  book  I  have  in  the  office. 

]\Ir.  PsouTT.  In  pencil  ? 

ilr.  Ingham.  It  is  in  ink.  I  have  a  little  short  pen  I  carry  in  my 
pocket  when  I  travel. 

Mr.  Peoi-ty.  It  is  not  a  pocketbook  you  carry  ? 

Mr.  Ingham.  Xo;  just  a  little  memorandum  book. 

Mr.  Peouty.  A  memorandum  book  that  is  kept  in  the  office  ? 

Mr.  Ingham.  Yes,  sir. 

M}-.  Peouty.  I  wish  you  would  produce  that  when  you  come  back. 

Mr.  Ingham.  All  right. 

]Mr.  Peouty.  I  am  not  quite  clear  about  another  tiling  that  per- 
liaps  you  can  make  clear.  At  the  time  that  you  drew  that  $50  you 
had  not  visited  Atlanta,  had  you? 

Mr.  Ingham.  No;  not  the  first  $50. 

if]-.  Peouty.  This  voucher  reads,  "  Traveling  expenses,  trip  to 
Atlanta,  Ga..  and  jNIontgomery,  Ala.,  by  superintendent  of  insurance." 

As  a  matter  of  fact,  you  had  not  visited  Atlanta,  had  you,  at  that 
time? 

j\lr.  Inoiiam.  Not  at  that  time;  no,  sir. 

Mv.  Peouty.  You  probably  told  them  you  were  going  to  Atlanta  ? 

Mr.  Ingha5i.  They  knew  I  was  going  to  make  an  examination 
there.     I  told  them  that  the  day  I  left. 

Mr.  Peouty.  Is  there  any  other  instance  in  your  experience  when 
you  have  gr)ne  out  into  an  adjoining  State  and  made  an  examination 
"for  a  District  of  Columbia  insurance  company  as  to  any  matter? 

Mv.  IxGiiA^r.  Is  there  what? 

Mr.  Peouty.  Is  there  another  instance  in  your  department  where 
you  have  gone  out  into  an  adjoining  State  to  make  an  examination 
concerning  an  insurance  company  that  is  in  the  District  of  Columbia 
for  the  puri30se  of  securing  the  admission  of  the  District  of  Columbia 
company  into  that  State? 

Mr.  Ingham.  No,  sir ;  I  never  asked  anybody  to  do  that  for  a  Dis- 
trict of  Columbia  company. 

Mr.  Easby-Smith.  I  do  not  think  you  understand  the  question. 
Will  the  stenographer  read  it? 

The  last  previous  question  was  repeated  by  the  stenographer  as 
above  recorded. 

Mr.  Easbt-Smith.  Oh;  I  misunderstood  the  question;  he  said  no 
to  that. 

Mr.  Peouty.  I  have  not  been  able  to  get  into  my  own  mind  clearly, 
Mr.  Ingham,  what  was  the  exact  purpose  of  your  visit  to  Mont- 
gomery.   You  say  the  company  here  had  said  nothing  to  you  about  it  ? 

Mr.  Ingham.  No,  sir. 

Mr.  Peouty.  You  had  had  no  communication  down  there  ? 
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Mr.  Ingham.  No. 

Mr.  Peouty.  And  nobody  had  given  j'ou  any  very  definite  in- 
formation that  anything  down  there  could  be  obtained  that  would 
bear  upon  any  question  you  went  down  to  pass  upon,  that  I  can  jet 
detect.  I  wish  you  would  give  me,  if  you  can,  what  there  was  behmd 
that? 

Mr.  Ingham.  The  intimation  received  in  the  office  verbally  through 
somebody  that  this  company  would  not  be  licensed  in  that  State. 

Mr.  Pkotttt.  In  Alabama? 

Mr.  Ingham.  Yes. 

Mr.  Peouty.  What  interest  was  that  to  you  ? 

Mr.  Ingham.  Because  the  information  came  from  that  commis- 
sioner. 

Mr.  Prouty.  What  business  is  that  of  yours? 

Mr.  Ingham.  I  Avanted  to  Icnow  if  there  was  anything  wrong. 

Mr.  Peouty.  You  were  only  going  to  license  them  in  the  District 
of  Columbia.    That  is  all  you  could  do? 

Mr.  Ingham.  Yes;  but  I  wanted  to  know  whether  or  not  some- 
thing had  been  done  that  might  be  wrong,  and  I  wanted  the  informa- 
tion to  see  what  it  was,  if  they  had  been  doing  things  which  I  did  not 
know  about  before  I  examined  them.    That  is  all. 

Mr.  Peouty.  You  have  already  testified,  if  I  understand  you 
correctly,  the  information  that  had  comis  to  you  was  they  would  not 
allow  that  compaiiy  to  be  admitted  into  that  State  because  of  the 
name? 

Mr.  Ingham.  But  I  did  not  laiow  it  at  that  time,  not  until  after  I 
went  there.    I  found  that  out  in  Montgomery. 

Mr.  Peouty.  You  had  not  heard  any  talk  about  that  matter  until 
you  went  down  there,  had  you? 

Mr.  Ingham.  Except  the  letter  I  received  from  the  National  Fire 
of  Hartford,  objecting  to  the  use  of  that  word  in  their  name. 

Mr.  Peouty.  But  that  was  not  from  Montgomery,  Ala.  ? 

Mr.  Ingham.  No;  not  a  word. 

Mr.  Peouty.  Did  you  hear  of  any  other  States  in  which  there  was 
a  question  as  to  whether  this  company  would  be  admitted  or  not? 

Mr.  Ingham.  No;  I  just  heard  of  one  State. 

Mr.  Peouty.  And  that  was  Alabama? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Peouty.  How  far  is  it  to  Alabama  ?    ' 

Mr.  Ingha^e.  I  do  not  know.  It  is  about  28  hours  on  the  train.  I 
do  not  know  how  far  it  is. 

Mr.  Peouty.  Twenty-eight  hours  on  the  train  ? 

Mr.  Ingham.  Yes. 

Mr.  Peouty.  And  you  thought  that  little  rumor  you  had  heard 
would  warrant  you  in  starting  out  and  traveling  that  long? 

]\fr.  Ingham.  I  certainly  did. 

Mr.  Peouty.  Twenty-eight  hours  there  and  twenty-eight  hours 
back? 

Mr.  Ingham.  I  certainly  did. 

Mr.  Peouty.  You  don't  know  who  gave  you  that  information  ? 

Mr.  Ingham.  No.  It  came  from  some  insurance  man  who  talked 
in  the  office  about  it.    I  do  not  remember  now  who  it  was. 
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Mr.  Proutt.  What  was  that  information?  Let  vis  get  it  a  little 
more  definitely.    What  did  they  tell  you  about  it  ? 

Mr.  Ingham.  I  was  asked  this  question — we  were  talking  about 
different  things,  and  the  question  came  up.  "  What  are  you  going  to 
do  with  the  First  National  Fire  of  the  District  of  Columbia  ?  "  I 
said,  "  If  they  have  the  requisite  amount  of  capital  stock  and  can 
meet  the  requirements  of  the  law  I  will  license  them."  He  said,  "  I 
would  not." 

Mr.  PRorxY.  Who  said  that? 

Mr.  IxGHAM.  The  commissioner  of  Alabama. 

Mr.  Protjtt.  I  am  talking  about  what  it  was  that  got  it  into  your 
head  to  go  down  there.    Wliat  was  it  ? 

Mr.  Ingham.  Because  I  had  heard  rumors  about  something  being 
wrong;  I  did  not  know  what  it  was  and  could  not  get  head  or  tail 
to  it. 

Mr.  Protjtt.  You  did  not  address  him  any  letter  about  it  ? 

Mr.  Ingham.  No,  sir;  because  I  find  it  is  pretty  hard  to  get  that 
kind  of  information. 

Mr.  Protjty.  If  a  commissioner  from  another  State  would  write 
you  stating  he  had  heard  some  bad  reports  about  one  of  his  com- 
panies in  your  jurisdiction,  you  would  tell  him  what  it  was,  would 
you  not? 

Mr.  Ingham.  I  would  be  very  careful  about  what  I  would  say. 

Mr.  Prouty.  But  j-ou  would  tell  him  if  you  had,  reports  about  it  ? 

Mr.  Ingham.  Yes;  and  that  he  had  better  come  down  and  see  me. 
]  would  talk  to  him  that  way. 

ilr.  Prouty.  You  did  not  even  telegraph  this  superintendent  or 
write  to  him,  but  jumped  on  a  train  and  went  down  there  and  did 
not  find  him  at  home? 

Mr.  Ingham.  YeS,  sir ;  that  is  right. 

Mr.  Prouty.  And  you  did  that  without  the  consent  or  knowledge 
of  the  company  in  whose  behalf  you  were  going  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Prouty.  Then  you  came  back  and  rendered  them  a  bill  ? 

Mr.  Ingham.  I  have  not  yet.     I  will  render  it.     You  will  see  it. 

Mr.  Proutt.  You  got  the  money  whether  you  rendered  them  a  bill 
or  not? 

Mr.  Ingham.  Yes,  sir ;  I  got  the  money. 

Mr.  Proutt.  Y'ou  told  them  they  had  better  give  it  to  you  ? 

Mr.  Ingham.  No  ;  I  did  not  tell  them  they  had  better  give  it  to  me. 
I  merely  said  that  those  were  expenses,  and  that  I  would  render  a 
bill,  and  I  wanted  some  advance.    That  was  all. 

Mr.  Proutt.  You  wanted  some  advance;  you  say  you  spent  $63? 

Mr.  Ingham.  I  paid  it  first,  and  then  he  gave  me  $60. 

Mr.  Proutt.  What  would  you  have  done  if  they  had  said  they  had 
not  sent  you  down  there — that  they  had  not  aiithorized  you  to  make 
the  trip?"   What  would  you  have  done? 

Mr.  Ingham.  I  would  not  have  said  anything  about  it. 

Mr.  Proutt.  And  you  could  not  have  said  anything  about  it  legiti- 
mately 1 

Mr.  Ingham.  No,  sir. 

Mr.  Proutt.  You  did  not  have  any  claim  on  them  at  all  ? 

Mr.  Ingham.  No,  sir. 
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Mr.  Peotjtt.  You  do  not  know  why  they  gave  this  to  you,  do  you  ? 

Mr.  Ingham.  They  knew  I  made  the  investigation,  that  is  all ;  and 
they  paid  it,  like  any  other  company  does. 

Mr.  Peotjty.  It  was  not  an  investigation,  apparently,  for  their 
interests,  but  it  was  an  investigation  against  their  interests  ? 

Mr.  Ingham.  An  investigation  to  find  out  whether  things  were 
going  wrong  and  whether  they  could  be  straightened  out. 

Mr.  Peoxttt.  That  was  against  their  interests;  you  were  trying 
to  find  out  something  that  might  exclude  them  from  getting  a  license 
in  the  District  of  Columbia  ? 

Mr.  Ingham.  No;  I  wanted  to  see  what  was  the  trouble  and  to 
straighten  it  out. 

Mr.  Peotjty.  The  only  trouble  you  were  interested  in  was  such 
questions  as  would  come  under  your  jurisdiction  and  in  issuing,  a 
license  in  the  District  of  Columbia  ? 

Mr.  Ingham.  That  is  right. 

Mr.  Peotjtt.  That  was  the  question  of  a  license  in  the  District  of 
Columbia  ? 

Mr.  Ingham.  Yes. 

Mr.  PEOtTTY.  And  whether  or  not  they  got  into  Alabama  was  none 
of  your  business  ? 

Mr.  Ingham.  And  I  did  not  care,  either. 

Mr.  Peoutt.  And  it  was  none  of  your  business  ? 

Mr.  Ingham.  No;  I  did  not  care. 

Mr.  Peotjtt.  Therefore,  if  you  had  gone  down  to  investigate  that 
proposition  on  your  own  hook,  you  would  be  clearly  outside  of  your 
jurisdiction? 

Mr.  Ingham.  The  commissioners,  when  they  get  together,  talk 
about  things  they  do  not  write,_and  I  wanted  information.  I  thought 
there  might  be  something ;  I  did  not  know. 

Mr.  Peoutt.  Why  did  not  you  write  to  him  and  ask  him  whether 
he  had  any  information  ?    Why  did  not  you  telegraph  him  ? 

Mr.  I-ngham.  It  did  not  enter  my  mind  at  the  time.  I  just  went 
there  to  get  the  information. 

Mr.  Pkoutt.  You  got  on  the  train  and  rode  for  56  hours  ? 

Mr.  Ingham.  I  made  the  trip  to  Montgomery  and  back,  whatever 
the  time  is. 

Mr.  Peoutt.  Without  even  finding  out  whether  the  fellow  was 
home  or  not  or  that  he  had  the  slightest  knowledge  of  anything  that 
would  be  of  benefit  to  you  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Peotjtt.  That  is  all. 

Mr.  Eedfield.  I  understood  you  to  say  this  man  was  away  when 
you  got  there  ? 

Mr.  Ingham.  He  was  not  there. 

Mr.  Eedfield.  Who  else  did  you  see  when  you  got  there  ? 

Mr.  Ingham.  A  lady  that  was  in  the  office ;  that  is  all. 

Mr.  EedfieI/D.  Did  you  do  any  other  business  in  Montgomery  ? 

Mr.  Ingham.  Not  a  bit.    I  came  right  back. 

Mr.  Eedfield.  You  came  right  back?  % 

Mr.  Ingham.  Yes. 

Mr.  Eedfield.  How  long  were  you  there? 

Mr.  Ingham.  Part  of  the  day,  until  the  train  went  out ;  about  five 
or  six  hours. 
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Mr.  Eedfield.  That  is  all. 

Mr.  Johnson.  You  have  just  been  asked  the  question  as  to 
whether  or  not  your  trip  down  there  was  for  the  benefit  or  the  detri- 
ment of  the  insurance  company.  It  is  the  universal  practice  here, 
is  it  not,  for  a  company  to  pay  for  the  examination  of  its  books  and 
accounts  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  Is  that  done  for  their  detriment  or  for  the  good  of 
the  public? 

Mr.  Ingham.  It  is  done  for  the  good  of  the  public ;  to  see  that  the 
company  is  right. 

Mr.  Johnson.  For  the  good  of  the  policy  holders? 

Mr.  Ingham.  For  the  policy  holders;  yes  sir. 

Mr.  Johnson.  You  state  positively  and  certainly  that  you  did  go 
to  Montgomery? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  There  is  no  sort  of  equivocation  about  that;  you 
went  ? 

Mr.  Ingham.  I  went  to  Montgomery,  Ala. 

Mr.  Johnson.  How  long  were  you  there  ? 

Mr.  Ingham.  Just  a  few  hours  on  one  day;  I  came  right  back 
again. 

Mr.  Johnson.  You  took  the  first  train  out? 

Mr.  Ingham.  Yes,  sir. 

]\Ir.  Johnson.  After  finding  out  that  the  inspector  was  not  there? 

Mr.  Ingham.  Yes,  sir. 

^Nfi-.  Johnson.  You  came  right  directly  back? 

^fr.  Ingham.  Yes,  sir. 

Ml-.  Johnson.  What  road  did  you  travel  over? 

Mr.  Ingham.  The  Southern  road. 

Mr.  Johnson.  Going  and  coming? 

Mr.  Ingham.  Yes,  sir. 

]\lr.  Johnson.  Did  you  see  anybody  else  there  that  you  had  any 
conversation  with  besides  the  woman  in  the  office? 

Mr.  Ingham.  Not  the  first  time  I  went  down  there ;  no,  sir. 

Mr.  Johnson.  I  am  talking  about  the  time  this  $50  covers. 

^fr.  Ingham.  Xo,  sir. 

]Mr.  Johnson.  You  took  it  for  granted  before  leaving  here  that 
this  official  down  there  would  be  in  his  office? 

^fr.  Ingham.  Yes,  sir. 

]Mr.  Johnson.  So  then,  if  I  understand  the  matter  correctly,  you 
did  make  this  trip  as  an  official  trip  and  for  no  other  reason  ? 

Mr.  Ingham.  Yes. 

Mr.  Johnson.  Is  that  correct? 

^Ir.  Ingham.  Yes. 

Mr.  Johnson.  And  if  it  turns  out  now  in  the  opinion  of  anybody 
to  have  been  uselessly  made  it  was  a  matter  of  bad  judgment  upon 
your  part? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  Endeavoring,  as  you  saw  it,  to  perform  your  official 
duty  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Johnson.  That  is  all. 

Mr.  Eedfield.  What  time  did  you  arrive  in  Montgomery? 
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Mr.  Ingham.  About  8  o'clock  in  the  morning — 7.50. 

Mr.  Redfield.  To  what  hotel  did  you  go  ? 

Mr.  Ingham.  I  did  not  go  to  a  hotel,  sir. 

Mr.  Redfield.  What  did  you  do? 

Mr.  Ingham.  I  went  up  to  the  statehouse. 

Mr.  Eedfjeld.  Immediately  ? 

Mr.  Ingham.  No,  sir;  I  waited,  because  I  find  the  people  down 
in  that  part  of  the  country  do  not  get  up  until  about  10  o'clock  in 
the  morning,  or  be  at  their  offices. 

Mr.  Eedfield.  "What  did  you  do  those  two  hours  ? 

Mr.  Ingham.  I  stayed  down  the  street  and  got  my  breakfast. 

Mr.  Redfield.  Did  you  go  to  a  hotel  for  your  breakfast? 

Mr.  Ingham.  No,  sir ;  I  went  to  a  restaurant. 

Mr.  Redfield.  Did  you  register  anywhere  ? 

Mr.  Ingham.  No,  sir. 

Mr.  Redfield.  How  did  you  find  Mr.  Laird's  office  ? 

Mr.  Ingham.  Why,  it  is  at  the  capitol  ? 

Mr.  Redfield.  Had  you  ever  been  there  before  ? 

Mr.  Ingham.  No,  sir;  I  went  up  in  a  street  car. 

Mr.  Redfield.  Did  you  know  where  to  go? 

Mr.  Ingham.  I  asked  the  way  to  the  capitol. 

Mr.  Redfield.  Did  you  know  that  his  office  was  in  the  capitol? 

Mr.  Ingham.  Most  all  the  insurance  departments  are  in  State 
buildings  in  every  city. 

Mr.  Redfield.  How  long  were  you  in  his  office? 

Mr.  Ingham.  Just  to  inquire  if  he  was  there;  that  is  all. 

Mr.  Redfield.  Just  a  few  minutes? 

Mr.  Ingham.  That  is  all. 

Mr.  Redfield.  Then  what  did  you  do? 

Mr.  Ingham.  I  came  on  clown  and  .saw  the  next  train  that  I  could 
get  for  home. 

Mr.  Redfield.  You  went  back  to  the  station? 

Mr.  Ingham.  Yes. 

Mr.  Redfield.  At  what  time  did  you  leave  ? 

Mr.  Ingham.  About  12.50 ;  somewhere  along  there. 

Mr.  Redfield.  Where  did  you  spend  the  time  between  your  visit  to 
Laird's  office  and  the  time  the  train  left? 

Mr.  Ingham.  On  the  street,  just  walking  to  the  station. 

Mr.  Redfield.  You  say  you  got  your  breakfast  at  a  restaurant  ? 

Mr.  Ingham.  Yes,  sir ;  t  do  not  know  the  number  or  the  street,  but 
I  could  take  you  to  the  place  if  we  were  in  Montgomery. 

Mr.  Redfield.  You  interviewed  no  one  else  while  you  were  in 
town  ? 

Mr.  Ingham.  I  had  no  business  to  talk  to  anybody  else  at  that 
time. 

Mr.  Redfield.  You  saw  nobody  else? 

Mr.  Ingham.  I  did  not  know  anybody  in  Montgomery. 

Mr.  Redfield.  I  understand  that;  did  you  see  anybody  else  to 
talk  to? 

Mr.  Ingham.  I  asked  a  policeman  on  the  corner  about  taking  the 
street  car  to  the  capitol. 

Mr.  Redfield.  You  interviewed  no  other  persons? 
Mr.  Ingham.  No,  sir. 
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Mr.  Redfield.  Had  yon  ever  met  Mr.  Laird  before '. 

Mr.  Ingham.  Yes,  sir;  just  to,  say  how-do-you-do  to  him  before. 

Mr.  Eedfield.  Mr.  Ingham,  did  you  ever  in  your  life  make  a  trip 
of  56  hours'  duration  to  see  a  man  on  tlie  mere  chance  that  he  might 
be  at  his  place  of  business? 

Mr.  IxGiiAji.  I  never  thought  anything  about  it;  I  just  a;ot  on  the 
train  and  went  there,  and  I  expected  he  would  be  in  his  cftice. 

Mr.  Redfield.  How  long  before  you  left  Washington  had  you  de- 
termined to  go? 

Mr.  INGHAM.  I  thought  of  it  for  quite  a  while;  I  debated  it  in  my 
mind  what  to  do. 

Mr.  Eedfield.  What  do  you  mean  by  "  quite  a  while  "  ? 

Mr.  Ingham.  Oh,  a  couple  of  weeks. 

Mr.  Eedfield.  Time  enough  to  have  written  him  and  made  an 
appointment  ? 

Mr.  Ingham.  I  did  not  think  about  making  any  appointment.  I 
was  debating  in  my  mind  whether  or  not  to  go  to  Montgomery. 

Mr.  Eedfield.  And  you  took  t^^  o  weeks  to  think  it  over? 

Mr.  Ingham.  I  did. 

]Mr.  Eedfield.  Did  you  during  those  two  weeks  consult  Mr.  Tuttle? 

]Mr.  Ingham.  No,  sir. 

^Ir.  Eedfield.  Or  anybody  else? 

Mr.  Ikuham.  No,  sir;  not  to  talk  about  it. 

Mr.  Eedfield.  Why  did  not  you  write  for  an  appointment  ? 

Mr.  Ingham.  I  never  thought  of  such  a  thing. 

Mr.  Eedfield.  Did  you  never  think  to  telegraph  ? 

Mr.  Ingham.  No. 

Mr.  Eedfield.  Do  you  not  know,  as  a  matter  of  fact,  that  you 
yourself  were  sometimes  called  out  of  your  office  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Eedfield.  Do  you  not  know  that  business  men  are  commonly 
away  from  their  offices  temporarily? 

IVfr.  Ingham.  At  times. 

Mr.  Eedfield.  You  knew  perfectly  well  that  Mr.  Laird  might  be 
out  of  town  ? 

Mr.  Ingham.  I  say  I  never  thought  of  his  being  away  from  the 
city  at  all. 

Mr.  Eedfield.  Where  did  they  tell  you  Mr.  Laird  was  when  you 
got  in? 

Mr.  Ingham.  They  just  said  he  was  out  of  the  city.  I  did  not 
ask  any  questions.    And  they  said  he  would  be  back  next  week. 

Mr.  Eedfield.  You  must  have  known  that  such  men  are  apt  to  be 
called  away  from  town? 

Mr.  Ingham.  At  times. 

Mr.  Eedfield.  Without  any  inquiry  of  any  kind  whatever  you 
simply  took  your  time  and  spent  this  money  on  the  chance  that  he 
would  be  there? 

Mr.  Ingham.  Yes,  sir ;  I  just  took  a  chance  that  he  would  be  there. 

Mr.  Eedfield.  Did  you  have  any  companion  on  the  train  ? 

Mr.  Ingham.  I  did  not. 

Mr.  Eedfield.  Either  way? 

Mr.  Ingham.  No,  sir. 

Mr.  Eedfield.  Did  you  meet  anybody  at  any  station  on  the  road  ? 
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Mr.  Ingham.  I  do  not  know  a  soul  down  in  that  part  of  the  country. 
I  did  not  meet  anybody. 

Mr.  Beegee.  It  is  almost  1  o'clock,  Mr.  Chairman.  I  suggest  the 
committee  adjourn  until  this  afternoon. 

Mr.  Easbt-Smith.  If  the  committee  please,  I  offer  for  the  record 
the  report  which  was  called  for  yesterday  as  having  been  made  by 
Mr.  Curry,  and  I  ask  that  it  be  put  in  to-day's  record,  either  at  the 
beginning  of  the  hearing  or  at  this  point.  ^ 

Mr.  Kbdeield.  Mr.  Chairman,  this  report  is  one  of  Mr.  Ingham  s 
office,  and  was  called  for  yesterday,  and  goes  in  the  record. 

Now,  Mr.  Ingham,  I  call  your  attention  to  the  following  language 
in  this  report  of  Mr.  Curry  to  you,  dated  March  21,  1911,  on  the 
Commercial  Fire  Insurance  Co. : 

The  new  management,  in  a  circular  referring  to  tlie  advantages  of  being  a 
stockholder  in  the  Protective  Corporation  and  the  Commercial  Fire  Insurance, , 
the  statement  is  made  that  the  latter  company  is  under  the  supervision  of  the 
United    States    Government.    This   statement   is   misleading,    and    should   not 
be  repeated. 

What  did  you  do  in  that  matter  ? 

Mr.  Ingham.  Of  course,  I  told  the  company  they  could  not  use 
the  words ;  that  they  were  under  the  supervision  of  the  United  States 
Government  because  there  was  no  Federal  supervision  of  insurance 
companies,  and  that  was  a  mistake. 

Mr.  Eedeield.  Did  you  regard  this  statement  as  made  to  you  by 
Mr.  Curry  contrary  to  law? 

Mr.  Ingham.  I  did  not.    There  is  no  law  on  that  subject. 

Mr.  Eedfield.  Then,  did  you  regard  Mr.  Curry  as  committing  an 
offense  when  he  informed  you  that  this  statement  was  misleading  and 
should  not  be  repeated? 

Mr.  Ingham.  No,  indeed. 

Mr.  Redfield.  Either  you  or  I  do  not  understand  the  question  and 
the  answer  preceding.  Did  you  regard  Mr.  Curry  as  breaking  the 
law  when  he  told  you  that  this  statement  was  misleading  and  should 
not  be  repeated? 

Mr.  Ingham.  No  ;  he  did  not  break  the  law. 

Mr.  Redfield.  Do  you  think  he  did  a  proper  thing  to  let  you  know 
that? 

Mr.  Ingham.  Certainly. 

Mr.  Redfield.  You  think  he  acted  with  a  just  sense  of  what  a 
public  official  should  do  in  telling  you  this  ? 

Mr.  Ingham.  I  think  so. 

Mr.  Redfield.  In  telling  you  this  misleading  statement  should  not 
be  repeated? 

Mr.  Ingham.  I  think  so. 

Mr.  REDFiELp.  Can  you  account  for  the  entire  absence  of  any  com- 
ment of  any  kind  in  the  report  made  in  October,  1912,  on  these  com- 
panies as  to  their  literature? 

Mr.  Ingham.  I  think  that  has  been  spoken  of  in  previous  reports. 
It  would  be  just  duplicating  the  work. 

Mr.  Redfeeld.  As  regards  the  literature,  for  example,  of  the  First 
National  Co.,  in  which  they  stated  that  certain  parties  were  guaran- 
teeing an  income  in  excess  of  a  million  dollars  a  year — can  you  ac- 
count for  the  entire  failure  to  make  any  suggestion  such  as  was  made 
in  the  previous  report  that  that  was  or  might  be  misleading  ? 
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Mr.  Ingham.  That  spealts  of  the  company  using  the  United  States 
Government  as  an  indorsement.    That  was  why  that  was  cut  out. 

Mr.  Eedfield.  Yes;  I  understand  that.  But  the  other  spoke  of 
guaranties  that  were  made  of  a  large  income. 

Mr.  Ingham.  Yes,  sir.  That  naight  have  been  true  and  might  not 
have  been  true.  Perhaps  the  conipany  had  the  guaranty.  I  did  not 
know. 

Mr.  Eedfield.  But  so  far  as  there  was  anj'  omission  of  that  kind, 
it  was  not  because  the  law  forbade  it,  was  it  ? 

Mr.  Ingham.  No. 

Mr.  Redheld.  That  is  all. 

Thereupon,  at  1  o'clock  p.  m.,  the  committee  adjourned  until  to- 
morrow, Thursday,  January  30,  1913,  at  10  o'clock  a.  m. 
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Subcommittee  of  the 
Committee  on  the  Distbict  of  Columbia. 

House  of  Kepresentatives, 
Washington,  D.  0.,  January  30,  1913. 
The  subcommittee  met  at  10  o'clock  a.  m.,  Hon.  Ben  Jolmson 
(chairman)  presiding.  .  ^r      t    a 

Present,  in  addition  to  the  members  of  the  committee:  Mr.  J.  b. 
Easby-Smith,  counsel  for  the  superintendent  of  insurance  of  the  Dis- 
trict of  Columbia ;  Messrs.  Charles  A.  Douglas  and  Charles  F.  Carusi 
representing  the  Commercial  Fire  Insurance  Co.,  the  First  National 
Fire  Insurance  Co.  of  the  United  States,  and  the  ATashington  Loan 
&  Title  Co. 

Mr.  Easby-Smith.  If  the  committee  please,  I  have  here  the  cor- 
respondence with  the  State  of  Maine  insurance  department  that  was 
asked  for  yesterday ;  the  letter  and  reply.  Is  that  what  you  wanted, 
Mr.  Eedfield? 

Mr.  Eedfielu.  Yes,  sir. 

Mr.  Easby-Smith.  Do  you  want  that  to  go  into  the  record  ? 
Mr.  Eedfield.  That  is  all  you  have? 
Mr.  Easby-Smith.  That  is  all. 

Mr.  Redfield.  It  is  not  necessary  to  put  it  in  the  record. 
Mr.  Easby-Smith.  Then,  here  is  the  statement  that  Mr.  Ingham 
was  asked  to  submit  concerning  his  expenses. 

The  statement  referred  to  is  in  the  words  and  figtires  following, 

to  wit : 

Washington,  D.  C,  Janvnrit  ,?8,  1913. 
First  National  Fire  Insurance  Co.,  in  account  with  George  W.  Ingha/in,  super- 
intendent of  iimii'dnce.  e-vpenseit  ineurred  in  making  inve-iliiidlhinx  concerning 
the  First  National  Fire  Insurance  Co.  of  the  District  of  ColumMa. 
1912. 

Oct.     2.S.  By   cash   advanced $50.00 

Nov.      5.  By  cash   advanced 50.00 

Oct.     10.  Railroad  fare  Washington  to  Montgomery,  Ala _..___  .$21.  .50 

Pullman    fare '^ 5.00 

Dinner ; 1.  25 

Supper ].no 

Porter  on  train . .25 

11.  Breakfas;   1.15 

Dinner 1.25 

Kailroad  fare  Montgomery  to  Washington 21.  20 

Pullman  fare 5.00 

Supper    1. 25 

1907 
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1912. 

Oct    12.  Breakfast $1.1." 

Dinnei' 1.  35 

Porter  on  train .-'> 

31.  Cab  fare  to  station,  Atlanta .  "id 

Railroad  fare,  Atlanta  to  Montgomery .5.35 

Pullman  fare 1.  7."i 

3SroT.      1.  Breakfast 1.10 

Dinner 1.  ."lO 

Supper 1.00 

Railroad  fare.  Montgomery  to  Atlanta 5.35 

Pullman   fare 1.75 

Porter  on  train , .25 

Cab  to  botel,  Atlanta 75 

Telephone  instructions  from  New  York  to  .Mr.  W.  S 
Hall,  statistician,  concerning  examination  by  New- 
York  department 12.15 


Dec.  1. 
2. 
3. 


03.25 
Balance  due  company 6.75 

100.  00 
$100.  00 

Mr.  Easby-Smith.  If  the  committee  please,  in  connection  with  this 
matter,  and  as  showing  the  rule  and  custom  of  the  office,  I  desire  to 
■call  to  tlie  attention  of  the  committee,  without  including  in  full, 
unless  the  committee  desires  it,  two  statements  in  similar  cases.  One 
is  the  statement  dated  July  11,  1912,  of  expenses  incurred  by  Daniel 
"Curry,  examiner,  in  making  an  examination  of  the  Supreme  Lodge, 
Knights  of  Pythias,  at  Indianapolis.  I  will  state  that  the  account 
shows  that  cash  was  advanced  $200;  that  Mr.  Curry  went  to  Indian- 
apolis and  incurred  expenses  from  May  14  to  June  7,  inclusive;  that 
he  expended  $136.90,  and  on  July  11  rendered  his  statement  to  the 
company,  showing  a  balance  due  the  company  of  $63.10. 

Mr.  Johnson.  XVhat  page  of  the  book  are  you  reading  from  now? 

Mr.  Easby-Smith.  I  am  reading  from  page  469  of  the  letterpress 
record  book  of  the  office  of  the  superintendent  of  insurance. 

Mr.  Johnson.  How  many  pages  of  that  book  have  been  used 
subsequent  to  that  time  ? 

Mr.  Easby-Smitii.  Subsequent  to  this  date '. 

Mr.  Johnson.  Yes.  You  can  get  it  by  seeing  the  next  unused 
page. 

Mr.  Easby-Smith.  The  last  page  upon  which  a  letter  is  copied  is 
page  501,  the  date  of  the  certificates  herein  copied  being  January 
^0,  1913.  Then  I  desire  to  call  attention  also,  in  the  same  connec- 
tion, to 

Mr.  Johnson  (interposing).  Just  one  moment.  Just  how  many 
pages  woidd  that  be  between  the  matter  we  were  just  talking  about? 

Mr.  Easby-Sjiith.  Thirty-three  pages.  And  then  I  desire  also  to 
call  attention  to  a  similar  account  of  Daniel  Curry,  showing  $75  cash 
advanced  to  him  by  the  Patricians  of  the  District  of  Columbia  for 
^is  expenses  in  an  examination  running  from  June  8  to  June  12, 
1912,  and  the  statement  dated  July  11,  1912,  showing  a  balance  re- 
funded to  the  company  of  $35.27.  That  is  at  page  471.  A  similar 
:account  of  Daniel  Curry  at  page  490 ;  a  similar  account  of  W.  S.  Hall, 
statistician,  rendered  November  30,  1912,  beginning  at  page  493  of 
this  letterpress  copy  book,  showing  $250  cash  advanced  in  September 
and  October,  1912;  expenses  incurred  between  September  25  and 
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October  30,  and  the  account  rendered  November  30,  showing  a  bal- 
ance due  to  the  company  of  $11.87.  That  begins  at  page  493  of  the 
book.  I  also  produce  the  memorandum  book  which  Mr.  Ingham  was 
asked  to  produce  yesterday.  That  has  in  it  one  or  two  receipts 
relating  to  the  account.  ' 

Mr.  Kedfield.  Which  is  the  portion?  I  do  not  want  to  read  any 
of  your  private  notes. 

Mr.  Ingham.  You  can  read  it  all,  sir. 

TESTIMONY  OF  GEORGE  W.  INGHAM— Continued, 

Mr.  Eedfield.  I  notice  on  one  side  of  the  book,  Mr.  Ingham,  fare 
to  .Eichmond  and  return,  dinner,  etc.,  showing  a  total  expenditure 
of  $14.45.    What  was  that  in  reference  to  ? 

Mr.  Ingham.  To  the  case  of  the  Modern  Woodmen  of  the  World> 
a  Virginia  corporation  which  I  put  out  of  business  here  in  connec- 
tion with  the  Royal  Life,  and  they  were  indicted  here. 

Mr.  Easby- Smith.  Did  you  ever  receive  a  reimbursement  of  that 
$14.45? 

Mr.  Ingham.  No,  sir. 
■  Mr.  Easby-Smith.  Is  there  any  manner  in  which  you  can  receive 
reimbursement  for  it  ? 

Mr.  Ingham.  Not  unless  Col.  Button,  commissioner  of  insurance,, 
wants  to  send  it  to  me. 

Mr.  Easby-Smith.  Will  you  state  whether  or  not  any  other  sub- 
ordinates of  the  office  incurred  expenses  at  the  same  time  j'ou  did  in 
this  matter? 

Mr.  Ingham.  Yes. 

Mr.  Easby-Smith.  Who? 

Mr.  Ingham.  Mr.  Curry. 

Mr.  Easby-Smith.  He  mcurred  about  how  much? 

Mr.  Inghajm.  About  $10.  My  expenses  were  greater  than  his  for 
the  reason  that  I  had  a  certified  copy  of  the  indictment  which  I  had 
to  take  down  there  with  me — $2.80  more. 

Mr.  Easby-Smith.  Then  this  next  appears  to  be  11-21-12,  Nor- 
folk, Va. 

Mr.  Ingham.  Yes ;  that  is  an  examination  I  have  not  finished  yet^ 

Mr.  Easby-Smith.  And  beginning  at'  the  other  end  of  the  book  I 
notice  to  New  York,  fare  $10,  total  expense  $23.75.  Do  you  know 
when  that  was  ? 

Mr.  Ingham.  No  ;  I  do  not.    I  went  to  New  York. 

Mr.  Easby-Smith.  About  how  long  ago  was  that,  do  you  know  1 

Mr.  Ingham.  Five  or  six  months,  probably. 

Mr.  Easby-Smith.  Then  I  find 

Mr.  Ingham  (interposing).  That  is  a  personal  trip  on  a  vacation 
to  Forest  Nook,  Canada. 

Mr.  Easby-Smith.  When  did  that  occur?    I  notice  here  August 

Mr.  Ingham.  I  started  August  19  and  I  returned  September  20  or 
September  19. 
Mr.  Easby-Smith.  And  then  the  next  item  is  10-10-12. 
Mr.  Ingham.  That  is  the  trip  to  Montgomery  from  Washington 
Mr.  Easby- Smtth.  And  the  next?  ^ 
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Mr.  Ingham.  That  is  the  Atlanta  trip. 

Mr.  Easby-Smith.  What  are  these  [indicating]  ? 

Mr.  IxGHAM.  Those  are  Atlanta ;  that  is  just  a  pencil  memoran- 
dum. That  is  just  a  copj^,  an  ink  copy,  which  shows  a  statement 
there  of  the  two  of  them. 

Mr.  Easbt-Smith.  Mr.  Redfield,  it  appears  to  follow  this  way. 
The  witness  has  said  that  his ■ 

]Mr.  Eedfield  (interposing).  Mr.  Ingham,  is  the  typewritten  tran- 
script that  j'ou  have  furnished  to  the  committee  an  exact  copy  of  the 
memorandum  that  appears  in  this  book? 

Mr.  Ingham.  Yes;  charged  to  that  account. 

Mr.  Redfield.  Well,  are  there  any  items  in  it  that  do  not  appear 
in  this  book? 

Mr.  IxGHA>[.  Xo. 

Mr.  Eedfield.  Are  there  any  items  in  the  book  that  do  not  appear 
in  that  statement? 

^h:  IxGiiAji.  Oh,  yes;  personal  items. 

ISIr.  Eedfield.  I  mean  referring  to  that  trip  ? 

Mr.  IxGHAJi.  No;  I  refer  to  that  trip. 

Mr.  Eedfield.  I  simply  want  to  get  a  statement  from  you  that  the 
statement  includes  all  the  items  that  appear  in  this  book. 

]Mr.  Inciiam.  That  covers  all  the  items" 

^Ir.  Eedfield.  You  have  not,  in  preparing  that  memorandum, 
altered,  amended,  or  changed  in  any  way  those  items? 

^Ir.  Inghajf.  No,  indeed.  Mr.  Easby-Smith  saw  that  last  night. 
1  just  handed  it  to  him  and  ho  saw  it  last  night,  Mr.  Eedfield. 

jMr.  Easby-Smith.  In  connection,  Mr.  Eedfield,  with  the  state- 
ment, I  desire  to  offer  a  receipt  from  the  Hotel  Astor  in  New  York, 
showing  the  payment  of  $12.15  telephone  tolls  incurred  on  the  1st, 
2d.  and  3d  of  December,  which  is  one  of  the  items  included  in  the 
account. 

i\Ir.  Eedfield.  I  would  like  to  make  a  statement  on  the  record  that 
■we  have  compared  the  private  memorandum  with  the  statement  fur- 
nished us  by  ISfr.  Ingham,  and  find  that  the  items  coincide. 

^Ir.  Easby-Sjiith.  ISIr.  Ingham,  will  you  state  for  the  information 
of  the  committee  M'hat  the  item  of  $12.15,  telephone  tolls,  instruc- 
tions fi-om  New  York  to  Mr.  Hall,  on  December  1.  2,  and  3 — will  you 
state  fully  just  what  that  covers,  what  it  was  for? 

^Ir.  Imghaji.  I  received  a  little  note  from  Mr.  Hall  on  Saturday 
morning  in  New  Yorlc  asking  me  for  some  information  regarding 
Mr.  Gordon,  and  what  to  do,  and  I  told  him — I  called  him  on  ttie 
telephone  and  told  him  what  to  do.  I  ga\c  him  full  instruction. 
.Vfter  ^Ir.  Emmett  talked  to  me  on  the  2d,  I  again  called  Mr.  Hall 
up  and  gave  him  instructions  again.  Then  I  received  another  note 
from  him  that  they  understood  that  Mr.  Gordon  had  said  that  I  had 
rescinded  my  position,  and  I  was  going  to  allow  him  to  make  the  ex- 
amination. I  called  him  up  again  and  told  him  that  I  had  not,  that 
jNIr.  Gordon  could  look  at  the  stock  book  and  see  anything  regarding 
the  building  transaction. 

'Mv.  Easby-Sjiith.  At  that  time  where,  if  you  know,  was  Mr.  Gor- 
don?    Had  he  returned  to  New  York? 

^Ir.  IxGHAJi.  No:  he  was  at  Hampton  Eoads,  and  he  came  to 
Washington,  and  Mr.  Hall's  note,  just  a  little  personal  note,  said 
Mr.  Gordon  was  here,  and  he  did  not  kno^Y  what  he  was  coming  for. 
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He  says,  "  Give  me  more  instructions,"  and  I  called  him  up  and  told 

him.  ,  .     J.     1 

Mr.  Easbt- Smith.  And  in  relation  to  the  business  of  what  com- 
panj'  were  those  telephone  conversations  and  the  instructions  to  Mr. 
Hall? 

Mr.  Ingham.  The  First  National  Fire  Insurance  Co. 

Mr.  Eedmeld.  Mr.  Ingham,  I  notice  that  there  are  three  telephone 
conversations,  or,  at  least,  perhaps  I  had  better  say  telephone  con- 
versations on  three  successive  days.  Will  you  tell  the  committee, 
what  the  occasion  for  the  first  one  was? 

Mr.  Ingham.  The  little  note  I  received  from  Mr.  Hall. 

Mr.  Redfield.  To  which  you  have  already  referred  ? 

Mr.  Ingham.  That  is  the  one  I  have  referred  to ;  yes,  sir.  I  just 
gave  him  instructions  what  to  do  in  the  office  rega,rding  this  exami- 
nation.   All  the  conversation  was  about  this  examination. 

Mr.  Redfield.  Regarding  the  examination  of  the  Commercial  and 
the  First  National  Cos.  which  was  then  going  on  ? 

Mr.  Ingham.  No;  it  was  regarding  the  First  National  examina- 
tion that  Mr.  Gordon  wanted  to  make  and  I  refused  to  allow  him  to. 
That  is  what  it  is  all  about,  this  whole  conversation. 

Mr.  Eedeield.  The  next  day  there  is  a  conversation  which  is  ap- 
parently very  much  longer. 

Mr.  Ingham.  It  was  quite  a  long  one. 

Mr.  Redfield.  What  was  the  occasion  for  that  second  conversa- 
tion 'I. 

Mr.  Ingham.  I  went  over  the  history. 

Mr.  Redfield.  Had  you  heard  from  Mr.  Hall  in  the  meantime  ? 
.    Mr.  Ingham.  Yes;  he  wrote  me  a  little  personal  note  every  day; 
he  always  does. 

Ml".  Redfield.  You  got  a  second  note  from  him  on  the  morning  of 
the  2d? 

Mr.  Ingham.  Yes,  sir.  I  went  over  the  situation  with  Mr.  Hall 
fully  as  to  my  conversation  with  Mr.  Emmett  so  he  would  know  what 
I  had  done.  I  always  advise  both  of  them  in  the  office,  and  the  third 
day 

Mr.  Redfield.  One  moment.  What  was  the  occasion  for  talking 
to  him  something  like  six  times  as  long  on  the  second  as  on  the  first! 

Mr.  Ingham.  Because  there  were  more  things  to  talk  about.  He 
asked  me  a  lot  of  questions  and  I  answered  and  told  him  what  to  do. 

Mr.  Redfield.  It  all  had  relation  to  this  First  National? 

Mr.  Ingham.  All  to  the  First  National. 

Mr.  Redfield.  Had  you  not  simply  said  that  Mr.  Gordon  was  not 
to  make  the  examination? 

Mr.  Ingham.  Yes. 

Mr.  Redfield.  What  was  necessary  to  say  more  than  that? 

Mr.  Ingham.  He  wanted  instructions  what  to  do,  because  Mr. 
Gordon  had  told  him,  he  explained  to  me,  that  I  had  rescinded  from 
my  position,  and  that  they  were  coming  down  to  make  a  thorough 
examination  of  the  corporation. 

Mr.  Redfield.  Why  did  it  take  you  so  long  to  tell  him  that  was 
not  so?  , 

Mr.  Ingham.  I  explained  the  situation  fully  to  him,  and  the  con- 
versation I  had  with  Mr.  Emmett ;  and  at  that  time  he  knew  every- 
thing that  went  on  in  New  York,  because  I  told  him. 
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Mr.  Redfield.  Why  did  you  have  to  call  him  up  again  on  the 
third  on  First  National  business? 

Mr.  Ingham.  On  account  of  the  conversation  I  had  with  Mr. 
Gordon  and  Mr.  Emmett  in  the  lobby  of  the  hotel. 

Mr.  Eedfield.  Gordon  had  come  back  in  the  meantime? 

Mr.  iNGHAar.  Gordon  dropped  into  New  York,  came  in  unex- 
l^ectedly.  We  did  not  know  he  was  there  until  he  came  and  looked 
me  up  in  the  lobby. 

Mr.  Redfield.  Did  you  call  up  Mr.  Hall  again? 

Mr.  Ingham.  I  told  Mr.  Hall  that  there  were  a  lot  of  questions 
coming  in  and  for  him  to  be  there  to  work  with  me  at  nighttimes, 
because  I  understood  those  questions  were  coming  back  and  would 
be  there  that  next  night,  and  I  explained  the  situation  again  and 
tmd  what  the  trouble  was.    That  was  all. 

Mr.  Redfield.  Mr.  Ingham,  referring  to  page  493  of  the  lett«r 
book  21,  furnished  by  you  to  the  committee,  I  find  that  the  Franklin 
Insurance  Co.  advanced  to  W.  S.  Hall,  statistician  of  your  depart- 
ment $250  on  September  25  and  October  25,  and  that  upon  Da- 
cember  3  a  refund  was  made  to  the  company  over  Mr.  Hall  s  signa- 
ture of  $11.87,  as  per  page  492.  In  what  form  was  the  memorandum 
kept  between  the  time  when  the  money  was  advanced  to  Mr.  Hall, 
your  statistician,  and  the  time  of  the  final  refund. 

Mr.  lNGHA:\r.  Just  in  ii  memorandum  book  which  he  keeps  him- 
self. 

Mr.  Redfield.  A  private  book  of  Mr.  Hall's? 

Mr.  Ingham.  Yes;  and  furnished  a  statement  like  that  and  re- 
turned the  money  of  the  company. 

Mr.  Redfield.  You  mean  a  private  memorandum  book  that  he 
carries  in  his  pocket? 

Mr.  Ingham.  I  presume  he  does  like  I  do,  just  drops  it  in  his  grip 
when  he  goes  traveling.    I  just  drop  one  in  my  grip. 

Mr.  Redfield.  On  page  490  of  the  letter  book  supplied  by  you  to 
the  committee  I  find  that  the  Franklin  Insurance  Co.  advances  to 
Daniel  Curry,  examiner,  on  September  25  and  October  25  the  sum 
of  $225,  for  which  an  accounting  was  made  over  the  signature 
of  Mr.  Curry,  and  a  refund  of  $11.17  was  made  December  3,  as  per 
page  489  of  the  same  book.  In  what  form  was  the  account  of  that 
money  carried  laetween  the  time  of  its  payment  and  the  date  of 
its  refund? 

^Ir.  Ingham.  In  the  same  way. 

Mr.  Pkouty.  Ml-.  Ingham,  the  memorandum  book  that  you  have 
furnished,  which  I  will  have  marked  "  Exhibit  1,"  is  your  memoran- 
dum book  in  which  you  make  entries  at  the  time  of  the  immediate 
expenses  that  you  are  personally  interested  in? 

Mr.  Ingham.  Yes. 

Mr.  Prouty.  The  first  cash  memorandum  I  find  in  your  book  refers 
to  what  trip  ? 

Mr.  Ingham.  My  trip  last  summer  to  New  York,  a  trip  I  paid  for 
myself. 

Mr.  Peouty.  You  do  not  know  what  date  ? 

Mr.  Ingham.  No;  I  do  not.    I  just  keep  the  cash  that  way. 

Mr.  Prouty.  That  I  will  call  "  page  No.  1,"  marked  in  lead  pencil, 
at  the  bottom  of  the  page.    The  next  items  I  find  are  for  what? 
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Mr.  Ingham.  That  is  for  a  vacation  trip  to  Forest  Nook,  Ontario. 

Mr.  Peouty.  That  has  nothing  to  do  with  the  insurance  company? 

Mr.  Ingham.  Nothing. 

Mr.  Peotttt.  I  will  mark  that  "  No.  2."  What  is  the  date  of  that 
trip ;  can  you  tell  ? 

Mr.  Ingham.  August  19,  1912,  to  September  19. 

Mr.  Peoitty.  The  next  page.    What  trip  does  that  refer  to  ? 

Mr.  Ingham.  Washington  to  Montgomery,  Ala. 

Mr.  Peouty.  That  is  the  trip  that  is  involved  in  this  controversy? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Peouty.  That  page  is  marked  "  No.  3."  What  does  the  next 
page  refer  to? 

Mr.  Ingham.  Atlanta ;  the  examination  at  Atlanta,  Ga. 

Mr.  Peouty.  I  will  mark  that "  page  4."  What  does  the  next  page 
refer  to? 

Mr.  Ingham.  That  is  a  continuation. 

Mr.  Peouty.  I  will  mark  that  "  page  5." 

Mr.  Ingham.  To  Montgomery,  Ala. 

Mr.  Peouty.  Page  6  the  same? 

Mr.  Ingham.  Yes. 

Mr.  Peouty.  Page  7? 

Mr.  Ingham.  The  same  thing.  That  includes  some  items  that  be- 
long there — that  are  on  the  bill  there. 

Mr.  Peouty.  Page  8? 

Mr.  Ingham.  The  same,  except  it  includes  some  personal  items. 

Mr.  Peouty.  What  does  this  footing  of  $133.45  mean,  on  page  7  ? 

Mr.  Ingham.  Just  the  footing  of  the  amounts  on  there,  and  then 
it  is  carried  all  the  way  down;  it  is  a  continuation-^just  a  memo- 
randum. 

Mr.  Peouty.  Do  these  items  show  in  any  way  for  whose  benefit  they 
were  being  expended?  Is  there  anything  in  these  memorandums 
from  which  ,you  could  tell  that  ? 

Mr.  Ingham.  Yes,  sir.  That  [indicating]  is  a  present  I  purchased 
for  my  wife.  This  [indicating]  is  street  car  fare  that  I  paid  out  on 
Sunday  at  Atlanta — personal  trips. 

Mr.  Peouty.  What  is  this  item  here  [indicating] — $11.90? 

Mr.  Ingham.  Fare  and  sleeper.  That  is,  I  used  the  balance  of  the 
mileage  book  to  Washington  from  Atlanta.  I  bought  a  mileage  book 
to  go  to  Atlanta,  and  then  I  had  to  pay  the  difference  in  fare,  with 
the  mileage  I  had. 

Mr.  Peouty.  I  will  mark  that  one  "8." 

Take  the  next  page,  which  I  mark  "  9." 

Mr.  Ingham.  That  is  simply  a  copy  of  that.  That  is  Atlanta  to 
Montgomery,  a  continuation,  both  of  them  for  the  First  National 
Fire. 

Mr.  Peouty.  That  is  a  copy  ? 

Mr.  Ingham.  Yes;  that  is  a  copy. 

Mr.  Peouty.  When  was  this  copy  made? 

Mr.  Ingham.  After  I  came  back  from  the  South,  and  this  was 
added  in  after  I  came  from  Nefw  York. 

Mr.  Peouty.  On  page  9,  you  will  find  that  the  record  is  November 
1,  1912.  .That  would  be  your 
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Mr.  Inghaji  (interposing).  October  31  was  the  time.  It  is  dated 
November  1  there,  but  it  was  October  31,  almost  midnight. 

Mr.  PEotTTv.  Xow,  when  Avere  these  telegi-ams  and  instructions 
to  New  York? 

Mr.  Ingham.  They  were  from  New  York  here. 

Mr.  Peotjty.  Well,  when  were  they? 

Mr.  Ingham.  December  1,  2,  and  3. 

Mr.  Pkouty.  How  does  it  appear  that  you  make  on  the  same  mem- 
orandum page  a  record  of  a  transaction  that  took  place  November  1, 
and  also  one  that  took  place  on  December  1  ? 

Mr.  Ingham.  To  make  a  statement  to  show  all  of  the  money  that 
was  used  for  the  First  National. 

.  Mr.  Prouty.  That  means,  of  course,  that  these  were  not  made  at 
the  time  that  you  finished  your 

Mr.  Ingham.  How  is  that? 

Mr.  Peoutt.  That  means  you  did  not  make  those  memorandums  in 
this  book  at  the  time  you  made  the  expenditures? 

Mr.  Ingham.  I  did. 

Mr.  Peotjty.  You  could  not  have  made 

Mr.  Ingham  (interposing).  I  copied  this  afterwards,  and  you  will 
find  that  bill  in  the  hotel  in, New  York.  This  was  put  in  at  that 
time. 

Mr.  Peoxjty.  For  instance,  you  stated  those  were  supposed  to  be 
memorandums  you  put  down  at  the  time  you  made  the  expenditure. 
That  is  the  first  question  I  asked  you.  i 

Mr.  Ingham.  Well,  I  do ;  but  not  right  at  the  minute. 

Mr.  Peouty.  It  seems  to  be  apparent  that  you  did  not  put  down 
the  things  that  took  place  on  November  1  and  December  1  at  the 
same  time,  unless  you  put  down  the  others  a  month  later. 

Mr.  Inghaji.  I  did  not  put  them  down  at  the  same  time ;  no,  sir. 

Mr.  Peouty.  This  is  not,  then,  a  memorandum  book  that  you  kept 
of  your  daily  expenses  as  you  go  along? 

Mr.  Ingham.  The  first  page  of  it  shows. 

Mr.  Peouty.  Well,  answer  the  question. 

Mr.  Ingham.  That  page  does  not. 

Mr.  Peouty.  This  memorandum  book  does  not  show,  then,  the 
transactions  in  the  order  and  put  down  daily  as  they  occurred  ? 

Mr.  Inghaim.  The  first  page  does— this  sheet  [indicating].  This 
statement  here  does  not. 

Mr.  Peouty.  This  is  evidently  a  copy  made  up  afterwards,  is  it 
not,  Mr.  Ingham? 

Mr.  Ingham.  Of  that  first  page ;  yes,  sir. 

Mr.  Peoutt.  Not  of  the  first  page. 

Mr.  Ingham.  Well,  of  that  first  item  there,  page  3.  Yt)U  will 
find  that  is  about  the  same,  I  think. 

Mr.  Peouty.  The  ones  you  made  on  page  3  were  made  at  the  time 
you  expended  them? 

Mr.  Ingham.  Yes. 

Mr.  Peouty.  But  the  ones  you  made  on  page  9  were  not  ? 

Mr.  Ingham.  No.  They  were  made  afterwards,  all  the  same  day, 
the  same  time. 

Mr.  Peouty.  They  could  not  have  been  made  at  the  same  time? 

Mr.  Ingham.  I  think  those  were  all  copied  the  same  day,'  the  same 
time. 
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Mr.  Pkoutt.  They  were  all  copied? 
Mr.  Ingham.  Yes;  all  copied. 
Mr.  Peouty.  That  is  what  I  am  trying  to  get  at. 
Mr.  Ingham.  Yes. 

Mr.  Peoutt.  I  notice  that  the  next  page  is  a  trip  to  Montgomery  ( 
Mr.  Ingham.  Yes,  sir. 

Mr.  Psourr.  Which  I  will  mark  page  10.  I  notice  that  bears,  date 
October  10.  Why  did  you  put  into  your  book  afterwards  the  items 
that  were  expended  prior  ? 

Mr.  Ingham.  I  did  not  put  them  in  prior. 

Mr.  Peouty.  Yes;  that  was  under  date  of  November  1,  and  here 
you  have  got  the  next  item,  the  next  page,  as  October  10. 

Mr.  Ingham.  That  was  just  a  matter  of  transposition  of  the 
statement.  I  used  this  page  first,  that  is  all,  or  this  page,  I  do  not 
remember  now.  It  is  just  a  copy ;  there  is  the  date  of  October  10 ; 
there  is  the  original. 

Mr.  Peouty.  The  date  of  October  10  appearing  on  page  3  ? 

Mr.  Ingham.  That  is  the  original. 

Mr.  Peouty.  Why  did  you  copy  these?  What  was  your  purpose 
in  copying  these? 

Mr.  Ingham.  Just  to  have  an  original  copy — to  have  an  ink  copy. 

Mr.  Peouty.  So  that  it  would  not  rub  out? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Peouty.  When,  as  a  matter  of  fact,  did  you  make  the  records 
appearing  on  page  9? 

Mr.  Inghaim.  Along  about  the  1st  of  December,  when  I  came  back 
from  New  York ;  after  my  New  York  trip. 

Mr.  Peouty.  When  did  you  make  those  appearing  on  page  10  ? 

Mr.  Ingham.  They  were  copied  the  same  day. 

Mr.  Peouty.  What  were  they  copied  from  ? 

Mr.  Ingham.  The  memorandums  put  down  in  lead  pencil. 

Mr.  Peouty.  Where  is  the  one  from  which  page  10  was  copied? 

Mr.  Ingham.  Page  10? 

Mr.  Peouty.  Yes. 

Mr.  Ingham.  Eight  there  [indicating]. 

Mr.  Johnson.  Please  answer  so  that  the  record  will  show  what 
you  refer  to. 

Mr.  Peouty.  Referring  to  page  3.     Page  11  refers  to  what? 

Mr.  Ingham.  A  trip  I  took  to  New  York  with  Mrs.  Ingham  and 
my  boy  to  attend  the  convention  of  the  insurance  commissioners  an<l 
investigate  the  market  value  of  some  bonds  of  the  Empire  Life  In- 
surance Co.  of  Seattle,  Wash. 

Mr.  Peouty.  I  notice  the  footing  there  is  $155.89,  and  that  car- 
ries down  all  your  personal  expenses  up  to  that  time  recorded  in  this 
book? 

Mr.  Ingham.  Of  that  one  trip.  That  includes  the  $12.15  in  that 
bill  there  for  telephone  tolls. 

Mr.  Peouty.  How  is  that? 

Mr.  Ingham.  That  $77.90  is  my  hotel  bill,  which  includes  tele- 
phone calls  of  $12.15.     You  had  the  bill  there ;  dt  is  over  there. 

Mr.  Peouty.  What  were  you  investigating  on  that  trip  ? 

Mr.  Ingham.  The  market  value  of  $385,000  worth  of  bonds  of  the 
Empire  Life  Insurance  Co.  of  Seattle,  Wash.,  and  attending  the  con- 
vention of  insurance  commissioners  at  the  Hotel  Astor,  and  the  com- 
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inittee  meeting  of  the  fraternal  societies,  of  which  I  am  a  member 
of  that  committee,  regarding  the  Mobile  bill. 

Mr.  Prouty.  Were  these  items  chargeable  to  any  insurance  com- 
pany? 

Mr.  Ingham.  No,  sir;  only  that  $12.15. 

Mr.  Bergee.  Did  3'ou  pay  the  rest  out  of  your  own  pocket  ? 

Mr.  Ingham.  Every  cent  of  it.  My  wife  said  she  wanted  to  go  to 
New  York,  and  I  said,  "  I  am  going  over,  and  you  might  as  well  go 
and  spend  two  or  three  days,"  and  I  took  her  over. 

Mr.  Prouty.  Here  is  Richmond,  Va.  What  is  the  date  of  that? 
There  is  no  date  here. 

Mr.  Ingham.  I  do  not  know,  Mr.  Prouty,  because  that  was  just 
to  talk  over  something  with  Col.  Button.  I  went  down  there.  It 
was  a  personal  trip. 

Mr.  Protjty.  That  is  referred  to  as  page  12. 

Mr.  Ingham.  That  has  not  been  refunded  by  anybody.  I  went  to 
talk  over  some  things  with  Col.  Button. 

Mr.  Prouty.  What  date  was  that  ? 

Mr.  Ingham.  I  do  not  know,  I  am  sure.  I  think  two  or  three 
months  ago,  maybe  four  months.     It  was  just  a  personal  trip. 

Mr.  Prouty.  Was  it  before  or  after  your  trip  to  Montgomery? 

Mr.  Inghaji.  Before  that. 

Mr.  Prouty.  '\ATiy  did  you  put  it  in  your  book  after  that? 

Mr.  Ingham.  Just  because  I  happened  to  open  the  book  at  that 
page,  that  is  all.     I  do  not  make  them  in  order. 

Mr.  Prouty.  As  a  matter  of  fact,  was  not  that  copy  or  memoi'an- 
dum  made  at  the  same  time  that  this  other  was  made  in  ink? 

Mr.  Ingham.  No,  indeed. 

Mr.-  Prouty.  They  were  evidently  written  with  the  same  pen. 

Mr.  Ingham.  Well,  I  used  this  little  fountain  pen,  the  same  one. 

Mr.  Prouty.  Were  they  put  in  during  the  time  you  were  making 
the  trip  ? 

Mr.  Ingham.  I  presume  it  was  done  right  then,  while  sitting  in 
the  hotel,  probably 

Mr.  Prouty.  Where  do  you  find  in  this  book  the  memorandums  of 
cash  received  from  this  company? 

Mr.  Ingham.  There  is  not  any  there. 

Mr.  Prouty.  Where  is  the  memorandum  book  that  contains  that? 

Mr.  Tnghaji.  I  did  not  put  it  in  the  book.  I  Imow  the  amount. 
When  I  make  my  bill  up  I  just  enter  it,  like  the  letter  book  state- 
ment. 

Mr.  Prouty.  You  mean  to  say  you  have  no  record  of  anything  in 
j'our  office  or  in  your  private  memorandum  showing  that  on  October 
23,  1912,  you  received  $50  from  the  First  National  Fire  Insurance 
Co.,  nor  that  on  October  5,  1912,  you  received  $50  in  cash  from  them  ? 

Mr.  Ingham.  There  is  no  statement  in  the  office  about  that  except 
my  recollection  of  it.  I  know  what  I  have.  I  never  have  but  one  at 
a  time,  except  one  case  in  which  I  am  tied  up  now,  as  I  told  you  yes- 
terday, because  the  money  is  usually  spent  except  a  very  few  dollars, 
and  itemized  and  returned  to  the  company  as  soon  as  we  can  make  it. 

Mr.  Prouty.  This  $50  that  you  collected  from  the  companies  after 
3'our  return  from  Atlanta  and  Montgomery  on  November  5  was  some 


INVESTIGATION   OF   INSURANCE   COMPANIES.  1917 

$20  more  than  the  expense  account  that  you  had  against  them  at  that 

*' Mr  Ingham.  I  did  not  ask  for  $50.    He  just  handed  me  a  check. 
Mr    Prouty.  How  did  it  happen?    That  is  what  bothers  me. 
How  "did  it  happen  that  they  just  walked  up  and  gave  you  a  check 
for  $50  without  your  giving  them  afiy  items  as  to  how  much 
Mr.  Johnson.  You  say  they  did  not?  -tj       ;„ 

Mr  Ingham.  No;  he  did  not  walk  up  and  give  it  to  me.  «-ere  is 
what  happened:  When  I  came  back  from  my  trip  to  Atlanta  alter 
being  in  Montgomery,  I  told  Mr.  Tuttle  that  I  had  made  another  trip 
to  Montgomery  and  the  expense  money  was  not  enough,  and  he  said 
"  I  will  draw  you  a  check."  He  did  not  ask  me  what  the  bill  was. 
He  iust  drew  a  check  for  $50.  I  said,  "  I  will  make  an  itemized  ac- 
count and  send  it  to  you  and  anything  that  is  over  I  will  return  it 
to  you."  That  is  all  there  was  to  it.  He  gave  me  a  check  and  i  sent 
it  to  the  bank,  and  there  is  the  itemized  account  with  the  balance  due 

them,  $6.75.  ,    ^  .  ^    ^u      9 

Mr.  Peouty.  You  have  never  rendered  that  account  to  them  5 
Mr!  Ingham.  I  have  not,  because  my  work  has  been  in  such  condi- 
tion i  have  not  had  time  to  do  hardly  anything. 
'   Mr.  Peoutt.  I  offer  in  evidence  as  part  of  this  record  Exhibit  1. 

Mr.  Easby-Smith.  Mr.  Ingham,  I  observe  at  the  page  marked  "  9  " 
by  Judge  Prouty  a  number  of  items  collected  together  in  ink  aggre- 
gating $19.30.    "Will  you  point  out  on  the  preceding  pages,  if  you 
find  them,  the  items  which  go  to  make  up  those  items  written  in  ink? 
Mr.  Ingham.  They  are  included  in  here  [indicating]. 
Mr.  Easby-Smith.  On  pages  6  and  7— written  in  pencil  at  pages 
6  and  7  in  connection  with  your  expenses  on  the  Atlanta  trip  ? 
Mr.  Ingham.  Yes,  sir. 

]Mr.  Easby-Smith.  And  you  subsequently  copied  them  on  page 
9,  collected  them  together,  making  one  item? 
Mr.  Ingham.  Yes,  sir. 

Mr.  Easby-Smith.  That  is  all.  I  do  not  suppose  this  bill  need  go 
into  the  record  (referring  to  bill  for  telephone  calls). 

Mr.  Eedfield.  I  do  not  think  it  is  necessary.  Everything  in  it  has 
been  questioned  about.  Mr.  Ingham,  di)  you  think  it  proper  that  a 
public  officer  should  receive  moneys,  in  however  modest  amounts, 
from  a  corporation  which  is  under  his  supervision,  for  a  purpose  how- 
ever legitimate,  and  keep  no  record  of  those  moneys,  sa\'e  his  memory, 
until  the  moneys  are  disbursed  ? 

Mr.  Ingham.  I  do  not  see  anything  wrong  in  that  for  this  reason : 
If  I  went  out  and  advanced  the  money ;  if  I  went  and  advanced  the 
money  myself,  the  companies  would  reimburse  me  as  soon  as  I  made 
the  bill.  If  I  did  not  have  the  money  I  would  get  it  from  the  com- 
pany, and  then  render  a  bill  to  them,  render  a  statement.  It  is  kept 
in  our  records  that  way. 

Mr.  Eedfbeld.  Suppose  you  were  to  die  or  become  unconscious,  so 
that  no  explanation  could  be  made .  in  the  interval  between  the  time 
this  money  was  handed  to  you  by  the  company  and  you  spent  it, 
would  it  not  then  appear  that  moneys  had  been  paid  to  you,  a  public 
officer,  for  no  defined  use,  and  that  there  was  nothing  in  any  record 
of  yours  to  show  either  that  they  had  been  received  or  been  disbursed. 
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Mr.  Ingham.  There  would  be  this  way,  ^h:  Redfield 

Mr.  Eedfield.  They  would  be  misled? 

Mr.  Ingham.  No  ;  I  say  there  would  be  this  way.  I  never  received 
a  penny  from  anybody  but  what  I  told  it  in  the  "office  and  what  it  is 
to  be  used  for.    And  they  know  the  amount. 

Mr.  Redfield.  So  that  in  that  case  it  would  be  a  matter  of  your 
subordinates  remembering  that  you  had  told  them  so  and  so? 

]Mr.  Ingham.  Yes ;  they  always  Imow  it ;  they  would  know  it. 

Mr.  Redeield.  Do  you  not  think  it  is  a  proper  thing  to  have  a  care- 
ful and  exact  record  kept  of  every  bit  of  cash  that  comes  into  your 
possession  for  every  public  purpose? 

]Mr.  Ingham.  I  have  one  there  in  that  letter  book. 

]Mr.  Redfield.  But  this,  as  a  matter  of  fact,  was  not  kept  until 
December  3  for  moneys,  some  of  which  had  been  in  your  hands  since 
September  25. 

Mr.  Ingham.  It  was  not  in  my  hands. 

^Ir.  Redfield.  In  the  hands  of  your  department,  is  it  not  so  ? 

^Ir.  Inghaj[.  Yes,  sir. 

^Ir.  Redfield.  So  that  between  September  25  and  December  3,  or 
a  period  of  over  two  months,  there  was  nothing  to  show  on  anv  pub- 
lic record  in  your  office  that  that  money  had  been  received,  was 
there? 

Mr.  Ingham.  Eexcept  their  memoranda  of  what  they  expended. 

Mr.  Redfield.  Will  you  answer  my  question  definitely? 

Mr.  Ingham.  Will  you  please  repeat  it? 

Mr.  Redfield.  So  that  bteween  September  25  and  December  3 
there  was  no  public  record  in  your  office  to  show  that  that  money 
had  been  received,  was  there? 

Mr.  Ingha:\i.  Not  in  the  files;  no,  sir. 

^Ir.  Redfield.  So  that  had  your  office  been  subject  to  examination 
in  your  absence,  or  in  the  absence  of  a  subordinate  who  knew  about 
the  matter,  to  whom  you  had  told  it,  nothing  there  would  show  this 
money  had  been  paid  in. 

^Ir.  Tngita:m.  The  company  had  a  receipt  for  that  money. 

Mr.  Redfield.  But  that  receipt  was  not  in  your  office,  was  it? 

Mr.  Ingham.  No. 

^Ir.  Redfield.  Then,  I  repeat  my  question:  So  that  in  your  ab- 
sence, or  the  absence  of  the  subordinate  to  whom  you  had  told  it, 
there  was  nothing  in  your  office  to  show  that  you  had  received  this 
money  from  this  company,  was  there? 

^Ir.  Ingham.  No  record. 

]Mr.  Redfield.  Do  you  think  that  is  a  proper  way  of  handling  the 
cash  that  comes  into  your  office? 

]\Ir.  Ingham.  It  is  the  custom  that  has  been  followed  since  the 
office  was  created. 

Mr.  Redfield.  Do  you  think  it  is  a  proper  custom? 

j\lr.  Ingham.  I  think  that  there  should  be  a  record  kept  of  it,  but, 
as  I  say,  we  have  followed  the  custom  that  has  been  established  in 
the  office.  That  is  the  way  the  boys  have  done  it  and  I  ha'^'e  done  the 
same  thing.  I  will  tell  you  what  we  have  inaugurated  in  the  last 
two  years,  a  report  of  which  will  be  found  in  our  annual  report, 
which  never  occurred  until  I  went  into  the  office. 

Mr.  Beegee.  What  is  it  you  report  ?    Kindly  finish  the  sentence. 

Mr.  Johnson.  State  to  what  you  refer. 
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Mr.  Ingham.  You  will  find  in  the  report  for  1911  of  the  superin- 
tendent of  insurance,  on  page  8,  a  statement  showing  the  money 
received  that  year  on  account  of  examinations. 

Mr.  Beeger.  From  whom? 

Mr.  Ingham.  Do  you  want  the  names  of  the  companies  ? 

Mr.  Berger.  Say  what  it  is. 

Mr.  Ingham.  From  the  companies. 

Mr.  Beeger.  Say  whoever  gave  it. 

Mr.  Ingham.  From  the  companies,  the  amount  of  the  expenses 
and  the  balance  returned  to  the  companies  in  each  case  during  the 
year.  That  statement  is  made  up  and  entered  in  this  report,  which 
never  happened  until  two  years  ago.  There  is  where  the  public 
sees  it. 

Mr.  EEDriELD.  That  is  after  the  event,  is  it  not? 

Mr.  Ingham.  Oh,  yes. 

Mr.  Redfield.  Do  you  personally  examine  the  accounts  of  your 
subordinates  for  expenditures  of  these  moneys,  so  as  to  become  per- 
sonally sure  that  they  are  expended  as  they  are  stated  to  be  ex- 
pended ? 

Mr.  Ingham.  I  do  not  go  over  every  account  they  give  me. 

Mr.  Redfield.  I  notice  that  instead  of  these  accounts  being  ren- 
dered to  these  companies  by  you,  they  are  rendered  by  your  sub- 
ordinates. Did  you  examine  the  details  of  either  of  these  accounts 
and  approve  them  before  they  were  transmitted  ? 

Mr.  Ingham.  I  did  not  go  over  them,  sir,  except  just  to  glance  at 
them.    I  did  not  approve  them. 

Mr.  Redfield.  What  is  there — and  the  question  is  asked  without 
reflecting  upon  any  man — to  prevent  in  the  system  you  have  or  the 
lack  of  gystem,  inasmuch  as  these  accounts  do  not  pass  under  your 
personal  supervision,  the  putting  into  these  items  of  expenditure, 
false  or  padded  entries? 

Mr.  Ingham.  That  could  be  done,  but  I  do  not  believe  the  two 
gentlemen  would  do  anything  of  that  kind. 

Mr.  Redfield.  Neither  do  I,  but  it  could  be  done. 

Mr.  Ingham.  It  could  be  done  by  a  man  who  wanted  to  do  it. 

Mr.  Redfield.  And  there  is  nothing  in  the  system  that  would  pre- 
vent it.  / 

Mr.  Ingham.  He  might  put  something  in  that  I  would  not  know 
about,  or  you  either.    We  could  not  watch  every  movement  he  made. 

Mr.  Redfield.  As  things  now  stand,  he  might  put  an  overcoat  in 
there,  and  you  would  not  know  that  it  was  there. 

Mr.  Ingham.  If  he  charged  it  up  for  food  or  meals  or  something 
of  that  kind,  and  got  it  in. 

Mr.  Redfield.  There  is  no  system  whatever  on  the  part  of  your 
office  to  insure  accuracy  in  these  items? 

Mr.  Ingham.  I  could  not  watch  them  when  they  are  out  of  town. 

Mr.  Redfield.  Is  there  any  limit  per  day  set  for  the  expenditures 
of  these  men? 

Mr.  Ingham.  No  ;  we  do  not  run  over  five  and  a  half  or  six  dollars 
e  day,  I  believe. 

Mr.  Redfield.  Excuse  me,  but  what  was  that  statement — five  and  a 
half  or  six  dollars  a  day? 

Mr.  Ingham.  Five  and  a  half  or  six  dollars;  somewhere  along 
there. 
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Mr.  Redfield.  Is  it  a  matter  of  belief  or  is  it  a  matter  of  knowl- 
edge? 

Mr.  Ingham.  That  is  my  knowledge  of  it,  and  my  accounts  run 
that  way,  and  I  think  theirs  are  the  same. 

Mr.  Redfieu).  Have  you  ever  said  to  them  "  You  have  such  and 
such  a  fixed  amount  to  spend"? 

Mr.  Ingham.  No,  sir. 

Mr.  Eedfield.  Is  it  not  a  fact  that  they  spend  what  thev  think 
best? 

Mr.  Ingham.  They  have  supervision  over  that. 

Mr.  REorrELD.  That  is,  they  are  entirely  free  from  supervision  ex- 
cept such  as  they  impose  upon  themselves? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Redfield.  If  they  spend  a  half  dollar  per  day  more  on  a 
10-day  trip,  would  you  question  it? 

Mr.  Ingham.  No,  sir. 

Mr.  Redfield.  Then,  in  substance  it  is  true,  is  it  not,  that  these 
jnen  get  money  from  the  corporations  they  are  supposed  to  examine 
and  spend  it  as  they  see  fit,  so  long  as  it  is  spent  within  what  you 
believe  to  be  the  legitimate  lines  of  their  inquiries? 

M)-.  Ingham.  Yes,  sir. 

Mr.  Johnson.  These  lines  must  meet  with  the  approval  of  those 
who  furnish  the  money,  must  they  not  ? 

Mr.  Ingham.  Yes,  sir.  They  could  not  go  out  and  spend  $15  a 
day  for  meals,  and  things  of  that  kind. 

jVIr.  Berger.  Could  they  drink  any  champagne? 

Mr.  Ingham.  No,  sir.  Mr.  Berger,  the  employees  have  always 
been  told  that  their  traveling  expenses,  their  meals,  and  hotel  bills 
would  be  paid,  and  nothing  else. 

Mr.  Johnson.  Some  questions  have  been  put  to  you  which  would 
suggest  that  somebody  not  conversant  with  the  facts,  that  your  subor- 
dinate officers  were  appointed  by  you.     By  whom  are  they  appointed  ? 

Mr.  Ingham.  By  the  commissioners. 

Mr.  Johnson.  And  you  have  nothing  whatever  to  do  with  it  ? 

Mr.  Ingham.  Not  a  thing  in  the  world.  I  could  not  discharge  any 
of  them. 

Mr.  Redfield.  Now,  Mr.  Ingham,  taking  pains  to  make  it  clear  to 
you,  and  on  the  record,  that  there  is  no  question  in  my  mind,  and  so 
far  as  I  know  in  the  mind  of  anybody,  as  to  the  uprightness  of  these 
gentlemen,  and  stating  further  that  the  question  is  rather  whether 
the  system  is  not  such  as  to  put  an  unfair  strain  upon  an  upright 
man,  I  ask  you  in  view  of  the  fact  that  this  account,  as  you  have  testi- 
fied,'has  not  been  examined  by  you  in  detail,  whether  it  is  not  possi- 
ble for  a  man  who  was  corrupt  to  make  this  item  of  $17.50,  which 
appears  on  page  493,  read  as  it  does,  when  as  a  fact  the  expenditure 

was  $15? 

Mr.  Ingham.  He  could  do  it;  yes,  sir. 

Mi-.  Redfield.  And  he  could  do  that  on  half  a  dozen  items  through- 
out that  account,  could  he  not? 

Mr.  Ingham.  Yes,  sir.  u  n  i,- 

Mr.  Redfield.  There  is  no  requirement  that  a  hotel  bill  shall  be 
supplied,  is  there? 

Mr.  Ingham.  They  get  hotel  bills. 
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Mr.  Eedfield.  Was  one  famished  to  this  insurance  company  with 
this  statement? 

Mr.  Ingham.  I  could  not  say  as  to  that.  They  would  not  get 
bills  for  hotel  or  restaurant  items,  because  we  never  take  a  bill  for 
them ;  we  have  the  room  bill. 

Mr.  Eedfield.  Is  not  this  procedure  the  direct  reverse  of  that 
which  prevails  in  connection  with  expenditures  in  other  public  de- 
partments ? 

Mr.  Ingham.  I  do  not  know.  I  have  never  been  in  other  depart- 
ments. 

Mr.  Eedfield.  Do  you  know  how  the  Treasury  Department  re- 
quires vouchers  to  be  made,  or  the  Navy  Department,  or  the  War 
Department,  for  traveling  expenses  under  its  charge  ? 

Mr.  Ingham.  No,  sir.  I  can  say  this,  however,  Mr.  Eedfield: 
That  in  traveling  expenses  that  I  have  had  to  pay  for  the  Govern- 
ment, which  were  passed  by  the  Treasury  Department,  the  only 
vouchers  I  had  were  for  my  hotel  room,  and  that  was  attached  to  my 
bill,  and  they  paid  it. 

Mr.  Eedfield.  Have  you  ever  examined,  in  connection  with  this 
system  of  accounts,  the  methods  pursued  by  ordinary  commercial 
houses  in  such  matters  ? 

Mr.  Ingham.  I  do  not  know  anything  about  the  traveling  ex- 
penses of  any  commercial  house. 

Mr.  Eedfield.  Here  is  an  account  purporting  to  show  an  expendi- 
ture, an  account  of  an  insurance  company,  of  $238.13,  submitted 
to  them  entirely  without  vouchers,  save  so  far  as  the  account  itself 
shows  the  details.  Has  no  company  ever  questioned  that  method  of 
expending  money? 

Mr.  Inghasi.  Not  to  my  knowledge.  The  only  voucher  they 
would  have  would  be  the  hotel  bill.  We  would  not  get  one  from 
the  railroad,  and  we  would  not  get  one  for  the  cafe  or  restaurant 
services,  so  the  only  voucher  we  would  have,  I  imagine,  would  be 
the  hotel  bill. 

Mr.  Eedfield.  You  are  quite  sure  of  that? 

Mr.  Ingham.  That  is  the  only  one  I  remember.  I  do  not  know 
of  anything  else  attached  to  that  when  it  went  to  the  company. 

Mr.  Eedfield.  Do  you  know  whether  other  departments  of  the 
United  States  Government  require  or  do  not  require  vouchers  for  all 
the  items? 

Mr.  Ingham.  I  do  not,  Mr.  Eedfield. 

Mr.  Eedfield.  That  is  all. 

Mr.  Peoutt.  Just  one  or  two  questions.  If  you  were  to  make  up 
the  bill  that  you  have  presented  here  as  the  one  to  be  rendered,  as 
I  understand  it,  to  the  insurance  companies,  from  anything  in  your 
office,  how  would  you  fix  the  dates  of  the  payments  of  these  two 
sums  of  $50  each  ? 

Mr.  Ingham.  Because  I  remember  the  dates  they  were  received. 

Mr.  Prouty.  Do  you  mean  .to  tell  me  you  have  a  memory  so  ac- 
curate you  could  tell  the  exact  date  in  last  October  and  November 
when  money  was  paid  to  you? 

Mr.  Ingham.  I  remember  the  dates  of  those  two  checks. 

Mr.  Prouty.  You  saw  them  yesterday.  You  were  not  supposed 
to  have  them  if  you  were  rendering  the  account. 
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Mr.  Ingham.  I  knew  the  date  that  $50  was  given  to  me,  because 
I  went  to  Atlanta  the  23d.  I  knew  when  I  came  back,  on  the  3d  of 
November,  and  the  check  was  given  me  on  the  5th. 

Mr.  PEOtrrr.  If  you  had  not  had  one  of  those  marvelous  memories, 
which  few  men  have,  of  being  able  to  remember  dates  with  that 
accuracy,  how  would  you  have  ascertained  the  dates  of  these  pay- 
ments? 

Mr.  Ingham.  If  I  had  forgotten,  I  would  have  gone  to  the  com- 
pany and  found  out. 

Mr.  Pkottty.  You  gave  them  no  receipt  at  the  time  you  received 
the  $50.  What  evidence  would  they  have  that  they  had  given  you 
$60.  In  other  words,  is  there  a  scrap  of  evidence,  legal  evidence, 
m  the  possession  of  the  company  that  they  ever  gave  you  that  $50? 

Mr.  Ingham.  They  have  two  vouchers. 

Mr.  Protjtt.  But  you  did  not  sign  them. 

Mr.  Ingham.  I  signed  one. 

Mr.  Protjtt.  You  signed  one? 

Mr.  Ingham.  Yes,  sir. 

Mr.  PEOtTTT.  Not  the  first  one.  That  is  the  one  I  am  talking 
about. 

Mr.  Ingham.  There  is  no  evidence  of  that;  no. 

Mr.  Proutt.  You  had  no  record  of  it  and  they  had  no  record  of  it  ? 

Mr.  Ingham.  No  ;  only  my  memory  that  I  had  received  the  money. 

Mr.  Peouty.  And  Mr.  Tuttle's  memory  that  he  gave  you  $50? 

Mr.  Ingham.  Yes. 

Mr.  Peotjtt.  Do  you  suppose  in  the  absence  of  anything  else  that 
you  and  Mr.  Tuttle  could  have  got  together  and  both  of  you  figured 
out  that  on  October  23  last  he  gave  you  cash  in  his  office,  $50  ? 

Mr.  Ingham.  Do  I  what? 

Mr.  Peouty.  Do  you  think  either  you  or  Mr.  Tuttle  have  a  suffi- 
ciently accurate  memory  that  you  could  have  gotten  together  and 
figured  out  that  on  the  23d  day  of  last  October  he  gave  you  in  his 
office  $50  in  cash  ? 

Mr.  Ingham.  I  think  we  would  have  remembered-  it.  I  would, 
because  there  are  very  few  items  of  that  kind  that  come  to  me. 
Judge;  so  I  remember  those  things  pretty  well. 

Mr.  Peouty.  There  is  no  record,  as  I  understand  it,  kept  in  the 
insurance  company  of  this. 

Mr.  Ingham.  I  do  not  know  anything  about  that. 

Mr.  Peouty.  Is  there  any  record  in  the  First  National  Fire  Insur- 
ance Co.,  showing  that  they  ever  gave  you  a  dollar? 

]\Ir.  Ingham.  I  do  not  know  that.  I  did  not  check  the  books  up. 
I  do  not  know  what  they  have  in  their  books. 

Mr.  Peouty.  Suppose  there  was  not  any  record  of  that  kind — as- 
suming there  was  no  record  of  that  kind,  and  you  had  no  record  of 
it,  how  could  it  be  ascertained  ? 

Mr.  Ingham.  It  could  not  be  from  the  books  if  they  did  not  have 
a  record  of  it.  It  would  just  be  from  memory  that  I  had  received 
the  money. 

Mr.  Peouty.  You  say  you  were  going  to  render  a  bill.  Of  course, 
that  would  mean  you  would  render  a  bill  for  money  received  as  well 
as  money  paid  out. 

Mr.  Ingham.  Of  course  it  would  show  that. 
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Mr.  Peouty.  You  rendered  it,  this  bill  shows,  to  the  First  Na- 
tional Fire  Insurance  Co.  ? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Pbouty.  You  had  no  transactions  with  that  company,  so  far 
as  your  records  show,  or  so  far  as  the  company's  records  show  ? 

Mr.  Ingham.  I  did  not  know  that :  I  supposed  the  First  National 
Fire  Co.  paid  the  bill. 

Mr.  Peouty.  You  had  the  check  in  your  hands  showing  plainly  it 
was  signed  by  Tuttle,  Wightman  &  Dudley,  by  R.  R.  Tuttle,  presi- 
dent. 

Mr.  Ingham.  I  did  not  even  look  to  see  who  the  check  was  drawn 
by.  I  just  indorsed  it  and  sent  it  down  to  the  bank,  and  that  was 
all.  I  did  not  know  who  drew  the  check.  In  fact,  I  never  paid  any 
attention  to  it.     I  knew  I  had  a  $50  check. 

Mr.  Peouty.  When  you  received  the  first  $50,  that  was  not  by 
check — that  was  in  cash  ? 

Mr.  Ingham.  No,  sir ;  not  by  check ;  that  was  in  cash. 

Mr.  Peouty.  You  did  not  know  whose  money  that  was? 

Mr.  Ingham.  No,  sir. 

Mr.  Peouty.  And  did  not  make  any  inquiry  ? 

Mr.  Ingham.  No,  sir. 

Mr.  Prouty.  You  speak  of  your  wonderful  memory  of  dates. 
How  does  it  happen  you  did  not  even  remember  who  signed  the 
check,  or  whose  check  it  was  ?  What  is  the  diffenence  in  the  mental 
operation  whereby  you  remember  one  and  forget  the  other  so  easily  ? 

Mr.  Ingham.  I  did  not  even  look  at  it. 

Mr.  Easby-Smith.  I  submit  it  is  only  fair  to  the  witness  to  say 
that  he  stated  in  the  beginning  he  remembered  the  date  because  he 
knew  it  was  the  day  he  went  to  Atlanta. 

Mr.  Peouty.  It  was  not  that  day.  But  he  has  rendered  a  bill 
covering  the  date  which  is  shown  by  this  voucher,  which  was  found 
in  Tuttle,  Wightman  &  Dudley's  files,  and  which  we  called  to  your 
attention  yesterday.  How  did  you  know,  Mr.  Ingham,  that  that  was 
on  that  particular  date  that  you  got  this  money  ?  Supposing  we  had 
not  had  an  examination  yesterday ;  had  not  produced  those  vouchers, 
and  you  were  rendering  a  bill  for  money  you  received  last  October 
or  November,  do  you  tell  me  you  could  have  gone  to  work  and  made 
an  intelligent  bill  stating  the  times  that  you  had  received  the 
moneys? 

Mr.  Ingham.  I  do.    I  knew  the  times  I  received  the  money. 

Mr.  Peouty.  If  you  will  examine  your  testimony  of  yesterday  you 
will  find  you  did  not  have  it  right  within  about  10  days  on  your  first 
examination. 

Mr.  Ingham.  That  may  be  so.  I  db  not  remember  what  the  testi- 
mony was  yesterday.    I  did  not  examine  it. 

Mr.  Peouty.  You  stated  yesterday  in  your  examination  that  you 
received  this  money  on  your  return  from  Montgomery. 

Mr.  Ingham.  I  received  on  the  23d  of  October  $50. 

Mr.  Peouty.  You  stated  that  was  on  your  return  from  Mont- 
gomery. 

Mr.  Ingham.  It  was  the  first  trip. 

Mr.  Peouty.  Yes ;  but  as  a  matter  of  fact,  you  returned  on  the  12th 
and  you  did  not  receive  this  money  until  the  23d. 
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Mr.  Easbt-Smith.  Judge,  I  think  you  are  mistaken  about  that.  I 
think  he  stated  specifically  on  his  direct  examination  yesterday  that 
when  he  was  going  to  make  the  second  trip  he  needed  money  and 
went  to  Mr.  Tuttle  and  told  him  he  had  incurred  some  expense  and 
he  gave  him  the  money. 

Mr.  Peouty.  But  he  stated  it  just  as  I  have  stated  it,  that  upon 
his  return  from  there  he  told  him  he  had  to  go  back  down  there, 
and  he  told  him  he  had  paid  out  some  money  and  he  wanted  some 
more.  What  I  am  testing,  Mr.  Ingham,  is  your  memory;  that  is  all 
I  am  working  on. 

Mr.  Ingham.  That  is  all  right.  Judge. 

Mr.  Proutt.  I  want  to  see  what  that  marvelous  memory  of  yours 
is.    In  my  long  experience  I  have  never  run  onto  anything  like  it. 

Mr.  Ingham.  It  may  not  be  I  could  remember  as  to  everything, 
but  in  matters  of  that  kind  I  remember. 

Mr.  Proutt.  Can  you  tell  me  without  looking  on  your  books  any 
date  that  the  Franklin  Insurance  Co.  ever  paid  you  any  money? 

Mr.  Ingham.  I  can,  though  possibly  not  the  exact  date.  It  was 
in  September  they  drew  a  check  for  $150  to  my  order. 

Mr.  Protjty.  What  was  the  date  of  that  check  ? 

Mr.  Ingham.  The  23d  or  24th  of  September. 

Mr.  Prouty.  The  23d  or  24th? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Prouty.  In  what  account  does  that  appear?  Have  you  an 
account  of  it  here  ?  . 

]Mr.  Ingham.  In  the  examination  there  that  item  does  not  appear 
itself.  They  have  taken  the  gross  amount,  because  the  tow  gentle- 
men drew  money  in  New  York  from  John  A.  Kelly  &  Co.,  at  whose 
offices  they  were  examining  the  books. 

Mr.  Prouty.  Was  that  check  to  your  order  ? 

Mr.  Ingham.  No.  The  first  one  was  to  mine — $150 — and  I  gave 
Mr.  Curry  and  Mr.  Hall  the  money. 

Mr.  Prouty.  What  was  the  date  of  that  check  ? 

Mr.  Inghaji.  I  think  it  was  the  23d  or  21-th  of  September. 

Mr.  Prouty.  This  record  shows  the  25th. 

]Mr.  IxGHAjr.  Well,  that  is  possible;  it  was  along  there,  but  I  think 
they  received  the  money,  though,  the  day  before  they  went  to  New 
York. 

Mr.  Peouti-.  Do  you  recall  any  other  date  in  October  or  November 
on  which  anybody  paid  you  any  money? 

Mr.  Ingham.  Anybody  paid  me? 

Mr.  Prouty.  Yes;  anybody. 

Mr.  Ingham.  Yes ;  the  1st  and  16th  the  disbursing  officer  paid  me 
some  money. 

Mr.  Prouty.  That  was  your  regular  salary? 

Mr.  Ingham.  Yes.    I  remember  that. 

Mr.  Prouty.  I  mean  so  far  as  an  independent  transaction  is  con- 
cerned. Did  anybody  give  you  any  other  money;  any  other  insur- 
ance company,  or  anybody? 

Mr.  Ingham.  Not  in  October. 

Mr.  Proutt.  In  November? 

Mr.  Ingham.  In  November  I  received  $50  from  the  First  National. 

Mr.  Prouty.  Independent,  I  mean,  of  those  transactions. 
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,  Mr.  Ingham.  I  do  not  remember  any  at  the  present  time,  not  at 
this  present  minute. 

Mr.  Pkouty.  Can  you  recall  any  money  transaction  which  you  havo 
had  with  any  of  the  insurance  companies  in  which  they  have  paid 
you  money,  and  give  me  the  exact  date  on  which  it  occurred  without 
referring  to  any  memorandum  ? 

Mr.  Ingham.  I  do  not  think  I  received  any  money  in  November. 

Mr.  Peouty.  Take  the  month  of  August. 

Mr.  Ingham.  I  do  not  remember  any.  I  was  not  here  in  August. 
I  do  not  remember  any. 

Mr.  Prouty.  Take  September,  besides  this  one. 

Mr.  Ingham.  I  do  not  remember  any. 

Mr.  Easby-Smith.  When  you  get  these  checks,  whether  from  the 
First  National  or  from  the  Franklin  or  the  Potomac,  what  do  you  do 
with  those  checks? 

Mr.  Ingham.  Generally,  I  turn  them  over  to  the  examiners  who 
are  going  to  do  the  Avork. 

Mr.  Easby-Smith.  I  do  not  mean  what  you  did  with  the  money. 
Do  you  turn  the  check  over  to  the  examiner,  or  deposit  it  in  your 
bank  account  and  issue^your  check  to  them? 

Mr.  Ingham.  I  do  if  they  are  out  of  town,  and  send  the  money  to 
them. 

Mr.  Easby-Smith.  If  they  are  here,  you  simply  indorse  the  check 
over  to  them? 

Mr.  Incjham.  Yes,  sir;  and  hand  it  to  them. 

Mr.  Easby-Smiti-i.  Do  you  keep  any  memoranda  in  your  bank  ac- 
count  showing  those  deposits  ? 

Mr.  Ingham.  No  ;  only  on  the  checks  I  give  to  Mr.  Curry  and  Mr, 
Hall  I  say  "examination."    I  put  on  there  just  what  it  is  for. 

Mr.  Easby-Smith.  On  the  face  of  the  check? 

Mr.  Ingham.  Yes,  sir. 

Mr.  Easby-Smith.  You  referred  a  while  ago  to  money  which  you 
had  expended  in  various  trips  for  telegraphing,  and  so  forth,  for 
which  you  could  not  be  reimbursed  in  any  manner.  Can  you  state 
approximately  how  much  you  are  personally  out  of  pocket  since  you 
became  superintendent  in  November,  1910? 

Mr.  Ingham.  I  should  imagine  I  had  expended  something  like 
$300  or  more  trying  to  get  information  regarding  companies,  for 
which  I  never  received  a  penny  from  anybody  and  never  asked  it. 

Mr.  Easby-Smith.  This  book  contains  $19.30  for  one  trip  of  that 
sort. 

Mr.  In  GUAM.  Yes;  and  there  is  another  little  trip. 

Mr.  Easby-Smith.  That  is  all. 

Mr.  Redfield.  Then,  the  committee  understands  that  money  paid 
in  to  you  as  a  public  officer,  or  into  your  department  as  a  public  de- 
partment, by  insurance  companies  under  your  supervision,  is  de- 
posited by  you  in  your  private  bank  account  and  checked  out  by  you 
by  private  checks  from  that  account  to  the  subordinates  who  dis- 
burse it? 

Mr.  Inqham.  If  they  are  out  of  the  city,  I  do  that.  If  they  are 
here  and  going  out  of  town,  I  indorse  it  and  hand  it  over  to  them. 

Mr.  EbdfieM).  In  what  bank  do  you  keep  your  private  account  ? 

Mr.  Ingham.  The  District  National  Bank  at  the  present  time. 
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Mr.  Eedfield.  The  First  National  Bank  at  the  present  time? 
Mr.  Ingham.  Yes,  sir. 
jNIr.  Redfield.  When  did  you  put  it  there  ? 
Mr.  IxGHAsr.  What  do  you  mean? 
Mr.  EEorrELD.  When  did  you  open  the  account  there  ? 
Mr.  Ingham.  Some  time  last  spring. 
JVfr.  Eedfield.  Where  was  it  before? 
Mr.  Ingham.  The  United  States  Savings  Bank. 
Mr.  Redfield.  Why  did  you  change? 

Mr.  Ingham.  Because  this  bank  was  down  in  the  cilj'  near  my 
office. 

]\Ir.  Redfield.  Who  asked  you  to  change? 
Mr.  Ingham.  Nobody. 
Mr.  Redfield.  That  is  all. 

TESTIMONY  OF  JAMES  F.  STONE. 

The  witness  Mas  duly  sworn  by  the  chairman. 

Mr.  Caeusi.  Will  you  state  your  name,  address,  and  business? 

Mr.  Stone.  James  F.  Stone;  president  American  Union  Fire  In- 
surance Co.  of  Philadelphia. 

ilr.  Carisi.  When  did  you  organize  the  American  Union  Fire  In- 
surance Co.,  Mr.  Stone? 

Mr.  Stone.  We  started  in  the  latter  part  of  1909  and  through  1910. 
We  began  business  January  3,  1911. 

Mr.  Carusi.  During  the  course  of  organization  did  you  receive  a 
communication  from  ]Mr.  Alfred  M.  Best  concerning  the  work  of  the 
organization  of  your  company  ? 

Mr.  Stone.  Very  many. 

Mr.  Carusi.  As  a  result  of  tliese  communications  I  want — I  want 
to  get  right  down  to  the  particular  interview,  which  is  the  only  thing 
I  regard  of  importance  in  the  examination.  You  went,  did  you  not, 
to  visit  Mr.  Best  at  his  office  in  New  York  ? 

]\Ir.  Stone.  I  did. 

Mr.  Carusi.  Will  you  tell  the  committee  the  reason  for  your  visit, 
and  what  transpired  between  you  and  Mr.  Best  at  that  time  ? 

INIr.  Stone.  Mr.  Best  had  been  writing  us,  criticizing  our  organiza- 
tion. He  went  so  for  as  to  ask  us  for  a  list  of  our  subscribers,  how 
much  money  they  had  paid,  how  much  they  had  to  pay,  and  nearly 
everything  else  he  could  think  of,  and  we  got  tired  of  it,  and  I  sug- 
gested that  I  visit  him  in  New  York,  and  after  two  or  three  efforts 
to  get  together  we  finally  did.  In  the  course  of  that  interview  he 
asked  me  about  our  organization  and  our  expenses. 

Mr.  CAKtrsi.  I  do  not  wish  to  lead  you  at  all,  but  simply  to  avoid 
the  irrelevant  and  unnecessary  details 

Mr.  Stone.  I  understand.  I  endeavored  to  satisfactorily  explain 
them  to  Mr.  Best.  Finally,  Mr.  Best  reminded  me  of  the  fact  we 
had  another  company  about  a  year  ahead  of  that  time  organized  in 
the  city  of  Philadelphia,  the  president  of  which  subscribed  to  a  thou- 
sand of  his  books  at  a  cost  of  $10  apiece.  Mr.  Best  intimated  to  me 
that  it  would  be  a  very  nice  thing  if  we  would  do  practically  the 
same  thing.  I  explained  to  Mr.  Best  that  it  was  impossible  for  us 
to  do  anything  of  the  sort. 
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Mr.  Caeusx.  What  was  that  other  company  ? 

Mr.  Stone.  That  was  the  People's  National  of  Philadelphia. 

Mr.  Caeusi.  Who  was  the  president? 

Mr.  Stone.  Mr.  Louis  S.  Amonson. 

Mr.  Caeusi.  Just  one  or  two  other  questions.  You  have  kept  in 
touch  during  the  last  three  or  four  years,  have  you  not,  with  the  Best 
publications  ? 

Mr.  Stone.  Yes,  sir. 

Mr.  Caeusi.  WiU  you  state  to  the  committee  whether  or  not  the 
organization  of  the  People's  National  was  criticized  by  Mr.  Best's 
publications,  and  whether  your  organization  was  criticized? 

Mr.  Stone.  I  could  answer  it  better  as  regards  our  own  company. 
I  naturally  was  watching  for  that.  We  have  been  severely  criti- 
cized.   I  could  explain  it. 

Mr.  Johnson.  By  whom? 

Mr.  Stone.  By  Mr.  Best.  I  could  explain  it  better  if  I  could  say 
that  yearly  Mr.  Best  issues  what  he  terms  a  Key  Eegister,  in  which 
he  gives  his  opinion  as  to  the  loss-paying  facilities,  and  one  or  two 
other  items,  principally  of  management.  In  that  book  you  will  find 
that  the  People's  National  management,  for  instance,  is  "  fair,"  and 
ours  is  "  poor." 

Mr.  Caeusi.  Do  you  know  so  that  you  can  testify  to  this  com- 
mittee, as  to  what  the  organization  expense  of  the  People's  National 
was,  as  compared  with  that  of  your  own  company  ? 

Mr.  Stone.  Ours  and  theirs  were  on  the  same  basis,  limited  to  10 
per  cent,  by  agreement  with  each  individual  subscriber.  Ours  did 
not  exceed  that.    I  know  nothing  about  the  People's  National. 

Mr.  Caeusi.  You  do  not  know  whether  theirs  did  or  did  not  ? 

Mr.  Stone.  I  do  not. 

Mr.  Caeusi.  Those  are  all  the  questions  I  have. 

Mr.  Johnson.  Did  you  buy  any  books  from  Mr.  Best  ? 

Mr.  Stone.  I  did  not. 

Mr.  Johnson.  Has  there  been  any  indication  as  to  whether  your 
rating  as  to  management  Avould  have  been  any  better  if  you  had 
bought  them  ? 

li&.  Stone.  Only  by  inference.     I  can  not  answer  that. 

Mr.  Johnson.  Would  you  draw  an  inference?  If  so,  please  tell 
us  what  your  inference  would  be  and  along  what  line  of  reasoning 
you  would  reach  that  inference. 

Mr.  Stone.  The  only  way  I  could  answer  that  would  be  that  Mr. 
Best  himself,  in  the  interview  I  allude  to,  very  clearly  led  me  to  infer. 

Mr.  Johnson.  A¥hat  did  he  say? 

Mr.  Stone.  He  thought  it  would  be  a  nice  thing  if  we  would  pur- 
chase some  of  his  books  and  distribute  them  to  our  agents,  as  Mr. 
Amonson  did.    That  is  exactly  what  he  said. 

Mr.  Johnson.  Does  Mr.  Best  occupy  any  official  position  in  any 
State  in  the  United  States  relative  to  insurance  matters  ? 

Mr.  Stone.  Not  to  my  knowledge.  He  is  an  insurance  reporting 
expert. 

Mr.  Johnson.  If  anybody  and  everybody  comes  along  to  your  office 
or  should  write  to  you  for  the  purpose  of  getting  internal  information 
about  your  company,  would  you  give  it? 

Mr.  Stone.  We  would,  under  any  reasonable  circumstances.  At 
this  particular  time,  sir,  we  were  organizing  this  company  and  we 
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did  not  think  that  it  was  a  proper  thing  for  us  to  give  a  list  of  our 
subscribers  for  public  use,  nor  to  explain  how  much  tbey  had  paid 
and  how  much  they  had  to  pay.  We  regarded  it  as  private  informa- 
tion. You  must  understand  Mr.  Best  imagines  that  all  insurance 
people  must  answer  any  question  that  he  chooses  to  propound  to 
them. 

Mr.  Johnson.  That  is  just  what  I  was  trying  to  get  at,  whether  he 
has  any  reasonable  right  tv  demand  all  the  things  that  he  does  .of  the 
various  insurance  companies 

Mr.  Stone.  None  whatever. 

Mr.  Johnson.  Or  whether  it  is  a  presum-ptuous  censorship  upon 
his  part'^ 

Mr.  Stone.  I  have  here  letters  that  this  man  has  written  me.  Un- 
derstand, I  have  no  interest  in  these  companies,  absolutely.  I  do  not 
know  them.  But  I  have  suffered  tortures  terribly  by  this  man's  en- 
dea\'or  to  compel  us  to  tell  him  everything  we  did  with  the  most 
minute  detail. 

Mr.  Johnson.  You  said  u  moment  ago  you  got  on  the  cars  and 
went  to  New  York  to  see  him. 

Mr.  Stone.  Yes,  sir. 

Mr.  Johnson.  Because  he  had  been  so  persistent  with  his  inquiries 
of  you  ? 

Mr.  S'l'ONE.   Yes,  sir. 

Mr.  .foiiNsoN.  If  Tom.  Dick,  or  Harry  from  New  York  would 
write  to  you  for  the  information  which  he  wrote  to  you  for,  would 
you  have  gotten  on  the  cars  and  gone  to  New  York  to  have  seen  any 
one  of  them  ? 

Mr.  Stone.  I  do  not  think  so. 

Mr.  Johnson.  Now,  then,  come  right  down  to  it.  Is  it  not  because 
he  had  a  paper  ? 

Mr.  Stone.  Yes;  it  is  because  he  had  a  paper,  or  his  book. 

Mr.  Johnson.  The  column?  of  which  you  were  afraid. 

Mr.  Stonk.  Certainly. 

Mr.  Johnson.  That  he  would  unjustly  injure  your  business  ? 

Mr.  Stone.  Certainly. 

Mr.  rfoHNSON.  Unless  you  hiiriiored  him  in  his  unwarrantable  de- 
mands ? 

Mr.  Stone.  Most  certainly.  You  must  understand  that  anybody 
can  obtain  reasonable  information,  but  this  gentleman  publishes  this 
book,  and  all  of  us,  none  of  us  are  exempt.  We  must  be  careful  as 
to  what  we  say  to  this  gentleman  because  of  the  construction  he  puts 
upon  your  language.    I  know  exactly  when  I  was  there 

Mr.  Johnson  (interposing).  I  have  not  been  able  to  see,  through- 
out all  the  proceedings,  and  especially  when  Mr.  Best  himself  was 
testifying,  anything  except  that  he  was  a  presumptuous,  self-con- 
stituted censor  of  other  people's  business. 

Mr.  Stone.  Most  certainly. 

Mr.  Johnson.  And  that  other  people  acquiesced  to  his  demands 
simply  because  they  were  afraid  of  the  columns  of  his  newspaper. 

Mr.  Stone.  Absolutely,  sir:  you  have  it  exactly  correct.  It  is  a 
crying  shame. 

Mr.  Johnson.  I  think  so  myself. 

Mr.  Stone.  Understand,  no  insurance  company  that  has  any  self- 
respect  objects  to  giving  information  concerning  either  its  organi- 
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zation  or  its  affairs  generally.  But  we  do  not  want  to  be  peiHecuted 
by  a  man  like  himself  who  has  a  large  circulation  of  this  volume. 
'And  we  can  not  advertise  in  his  books.  He  never  asked  me  to  adver- 
tise, but  we  can  buy  the  books. 

I  have  a  series  of  persecutions  here,  if  they  were  to  be  properly 
termed.  There  is  nothing  wrong  with  my  organization,  as  events 
have  proven.  " 

Mr.  Johnson.  And  except  for  his  having  this  newspaper  and  hi>, 
ability  to  keep  on  the  safe  legal  side  of  what  might  be  libel,  you 
insurance  people  would  not  bother  with  him  at  all? 

Mr.  Stone.  I  do  not  think  9  out  of  10  of  us  would.  Of  course.  I 
can  speak  only  for  those  whom  I  have  heard  talk. 

Mr.  Johnson.  That  is  all. 

Mr.  Stone.  I  may  be  jeopardizing  myself  now,  but  it  is  a  manly 
business  with  me;  that  is  all. 

Mr.  Caktjsi.  I  have  one  other  question  I  forgot  to  ask  you.  Have 
you  in  your  custody  a  contract  between  the  Scranton  Fire  Insurance 
Co.  and  a  Mr.  Ralph  Fulsum? 

Mr.  Stone.  No;  I  loiow  nothing  about  it.  I  know  there  was  one, 
but  I  have  not  any  knowledge  of  it. 

Mr.  Caetjsi.  You  do  not  know  where  it  is,  do  you  ? 

Mr.  Stone.  No,  sir. 

Mr.  Johnson.  Did  you  ever  see  this  paper  published  around 
Washington  called  Brickbats  and  Bouquets? 

Mr.  Stone.  Yes;  I  have  seen  copies  of  it. 

Mr.  Johnson.  Is  there  a  similarity  between  that  and  Mr.  Best's 
paper? 

Mr.  Stone.  Yes,  sir.  I  am  in  a  very  peculiar  position.  I  am  here 
under  your  subpoena,  and  I  want  to  thank  you,  by  the  way,  for  the 
leniency  you  gave  me  in  the  matter  of  time. 

Mr.  Johnson.  You  can  thank  the  clerk  for  that;  I  did  not  know 
anything  about  it. 

Mr.  Stone.  Somebody  let  me  off,  and  I  am  very  grateful.  I  may 
be  jeopardizing  my  own  enterprise.  I  do  not  know  what  the  next 
book  is  going  to  say,  but  I  think  it  is  time  we  should  know  whether 
we  have  to  give 

Mr.  Johnson  (interposing) .  You  do  not  laiow  what  the  next  issue 
of  Brickbats  and  Bouquets  is  going  to  say? 

■  Mr.  Stone.  No,  sir;  not  at  all.  But  we  are  not  afraid  of  them. 
We  have  a  manly  duty,  as  I  say,  to  perform.  I  do  not  know  anything 
about  the  Commercial  or  the  First  National,  or  their  organization, 
and  I  do  not  care — nothing  of  that  kind.  But  this  is  the  last  thing 
to  talk  about. 

Mr.  Cakusi.  That  is  all  we  have,  Mr.  Chairman. 

I  would  like  to  suggest,  Mr.  Chairman,  if  I  may,  that  we  would 
like  to  have  an  interval  long  enough  to  enable  us  to  prepare  briefs. 

Mr.  Johnson.  The  other  day  in  the  executive  session,  or  the  quasi 
executive  session  which  we  held,  I  then  made  the  request  of  counsel 
that  they  furnish  the  committee  with  concise  briefs,  and  I  think 
every  member  of  the  committee  acquiesced  with  me  in  the  desire 
to  have  that  done.     Am  I  not  correct  in  that? 

Mr.  Redeield.  Yes. 

Mr.  Johnson.  So  I  would  be  very  glad  to  have  short  briefs. 
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Mr.  Prouty.  If  the  record  is  to  be  closed,  there  is  first  a  pending 
proposition  before  the  committee  that  must  be  dispensed  with,  be- 
fore that  is  done,  in  reference  to  the  publication  of  the  list  of  stock- 
holders, and  so  on. 

Mr.  Johnson.  I  do  not  consider  the  hearing  itself  is  concluded 
at  all. 

Mr.  DoucnAS.  As  I  understood  it,  the  idea  was  we  could  argue 
these  questions  all  at  the  same  time,  when  we_  argued  the  case.  In 
other  words,  when  presenting  our  argument  on  the  case  itself  we 
would  argue  this  motion  that  is  before  the  committee;  and  if  the 
committee  should  determine  that  adversely  to  us,  of  course  the  record 
is  open  for  the  purpose  of  admitting  that  information. 

^Ir.  Redfield.  We  understand  it  is  not  closed  until  your  argument 
is  made. 

^Ir.  JonxsoN.  The  record  will  not  be  closed  until  the  whole  trans- 
action is  concluded. 

Mr.  Redfield.  The  report  is  a  part  of  the  record  itself,  and  there- 
fore the  record  is  open  until  the  report  is  made. 

Informal  discussion  followed,  which  the  stenographer  was  di- 
rected not  to  report  and  at  its  conclusion  the  committee,  at  1'2..5.5 
o'clock  p.  m.,  adjourned,  with  the  tentative  understanding  that  it 
would  meet  Tuesday  evening,  February  4,  1913,  at  8  o'clock, 
for  the  purpose  of,  hearing  oral  argument,  said  oral  argument  to  be 
continued  and  concluded  on  the  following  morning,  Wednesday,  Feb- 
ruary 5;  and  in  tlie  event  of  other  arrangements  being  made  the  com- 
mittee members  to  be  notified  by  the  chairman. 
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BEIEF  FOR  FIRST  NATIONAL  FIRE  INSURANCE  CO.  AND  COMMER- 
CIAL FIRE  INSURANCE  CO. 

This  brief  has  been  arranged,  for  the  convenience  of  the  committee, 
under  the  following  heads  and  subheads : 
I.  The  investigation,  its  origin  and  its  causes.     (Page  1931.) 
II.  The    appraisement   of    real   estate    should    not   be    disturbed: 
(Page  1936.) 

1.  Legal  proposition.     (Page  1936.) 

2.  The  weight  of  evidence  supports  the  appraisement— 

{a)  Land— (Page  1937.) 

1.  Cost  and  history.     (Page  1937.) 

2.  Value  and  increase  in  value  in  the  last  five 

years.     (Page  1941.) 

(b)  Building.     (Page  1965 J 

(c)  Land  and  building— (Page  1977.) 

1.  The  mortgages.     (Page  1977.) 

2.  Earning  capacity.     (Page  1978.) 

3.  Success.     (Page  1979.) 

III.  The  insurance  companies : 

1.  Stock-selling  contracts.     (Page  1979.) 

2.  Underwriting  contracts.     (Page  1981.) 

3.  Literature.     (Page  1983.) 

4.  Management  and  condition  of  companies.     (Page  1989.) 

IV.  The  conclusion  of  the  whole  matter.     (Page  1998.) 

I.  THE  INVESTIGATION,  ITS  ORIGIN  AND  ITS  CAUSES. 

On  December  13,  1912,  there  was  introduced  in  the  House  of  Rep- 
resentatives a  resolution  for  the  investigation  of  the  First  National 
Fire  Insurance  Co.  and  the  Commercial  Fire  Insurance  Co.  and  the 
office  of  the  superintendent  of  insurance  of  the  District  of  Columbia. 
This  resolution  was  referred  by  the  House  to  its  Rules  Committee, 
and  by  that  committee  reported,  on  Monday,  December  16,  1912J 
with  the  statement  by  the  chairman  of  the  Rules  Committee  that 
the  insurance  companies  themselves  had  demanded  the  investigation 
and  insisted  upon  having  the  entire  matter  cleared  up  by  a  congres- 
sional investigation.  Whereupon  the  resolution  was  passed  and  this 
investigation  was  ordered. 

For  a  correct  understanding  of  the  various  circumstances  that  con- 
verge in  the  introduction  of  the  said  resolution  in  the  House  of  Rep- 

1931 
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resentatives  it  is  necessary  to  arrange  in  chronological  order  the 
facts  which  ha^c  been  adduced  in  the  testimony  before  the  com- 
mittee. 

In  1889  Mr.  Robert  E.  Tuttle  undertook  the  organization  in  New 
York  of  the  Highland  ^Mutual  Fire  Insurance  Co.j  with  capital  stock 
ef  $100,000,  subscribed  by  his  friends  and  associates,  wholly  without 
any  deduction  for  organization  expenses,  and  thereafter  he  con- 
ducted this  company  for  a  year  and  a  half  with  conspicuous  success. 
(E.,  19,  p.  1514.)  This  company,  by  a  ruling  of  the  New  York  in- 
surance department,  was  forced  to  retire  from  business,  with  other 
companies  of  the  same  general  character.  (R.,  19,  p.  1513.)  The 
retirement  of  said  company  was  followed  by  an  acrimonious  quarrel. 
(R.,  19,  p.  1513.) 

For  15  years  or  more,  after  the  retirement  of  said  company,  Mr. 
Tuttle  engaged  in  the  business  of  general  agent,  under  the  style  of 
Tuttle  General  Agency,  for  tlie  States  of  New  York,  New  Jersey, 
and  Pennsylvania.  The  average  annual  business  written  through 
his  agency  was  between  a  quarter  and  a  half  million  dollars  (R.,  19, 
p.  1514),  and  his  care  in  the  selection  of  risks  was  indicated  by  a 
fire-loss  ratio  15  to  20  per  cent  lower  than  the  normal  ratio  of  other 
companies  during  that  period  (R.,  19,  p.  1514).  The  Tuttle  General 
Agency  was  what  was  known  as  a  "  nonboard  "  agenc;^.  (R.,  19,  p. 
1514.  In  1897  Alfred  M.  Best  began  the  business  of  furnishing  reports 
to  policy  owners  and  others  upon  the  character  and  standing  of  fire 
insurance  companies,  and  his  reporting  agency  was  established  with 
the  help  of  the  Home  Fire  Insurance  Co.  and  several  other  "  board  " 
companies.  (R.  6,  pp.  587-588.)  A  "board"  company,  as  defined 
by  Mr.  Best,  is  a  member  of  either  the  eastern  conference,  the  western 
union,  or  the  Pacific  coast  board — these  boards  forcing  their  agencies 
to  take  no  business  from  "  nonboard  "  companies,  and  one  of  their 
objetcs  being  to  fix  the  rates  to  be  charged  for  fire  insurance  and  com- 
missions to  be  paid  agents.  ■   (R.  6,  pp.  597-598.) 

In  1909  Mr.  Tuttle  was  asked  to  take  part  in  the  organization  of 
the  new  fire  insurance  company,  of  which  his  "  nonboard  "  agency 
was  to  be  made  the  underwriter.  (R.,  19,  pp.  1515,  1516.)  This 
company  was  organized  by  a  Mr.  Manning,  and  Mr.  Tuttle  accepted 
the  presidency,  purchasing  some  of  the  stock  himself  at  100  cents 
©n  the  dollar  and  having  his  friends  and  business  associates  take 
$50,000  of  stock  also  at  par.  (R.,  19,  p.  1516.)  No  commissions 
were  charged  by  Mr.  Tuttle  for  this  organization  service,  nor  did  he 
receive  any  compensation  as  president  (R.,  19,  p.  1515),  except  dur- 
mg  the  last  month  of  its  existence,  when  he  allowed  the  company  to 
pay  $150  a  month  to  a  man  whose  employment  in  his  general  agency 
was  made  necessary  by  the  time  taken  up  with  the  duties  of  president. 
(R..  19,  p.  1519.)  T&e  organization  expense  of  this  company,  called 
the  Protective  Holding  Corporation,  having  been  unduly  large  under 
the  Manning  regime,  Mr.  Manning  was  forced  to  resign  his  connec- 
tion therewith,  and  Mr.  Tuttle,  at  the  suggestion  of  William  H. 
Hotchkiss  (R.,  19,  p.  1517),  solicited  the  assistance  and  connection 
©f  Messrs.  "Wightman  and  Dudley,  of  New  York  City  (R.,  19,  p. 
1517).  Mr.  Wightman  is  a  man  of  great  experience  in  placing  high- 
grade  securities  through  the  use  of  the  mails,  and  Mr.  Dudley  was 
president  of  the  American  Letter  Co.,  which  handled  the  mail-order 
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campaigns  of  many  and  the  most  responsible  New  York  houses. 
(E.,  19,  p.  151T.) 

A  law  having  been  passed  in  the  State  of  New  York  giving  the 
superintendent  of  insurance  the  right  to  examine,  under  oath,  the 
offices  of  any  business  corporation  whatsoever  that  had  any  connec- 
tion with  insurance  business,  and  the  Protective  Holding  Corporation 
having  the  avowed  purpose  of  organizing  or  purchasing  the  fire  in- 
surance company,  to  be  managed  by  Mr.  Tuttle  through  his  "non- 
board"  general  agency  (R.,  19,  p.  1518),  it  is  in  evidence  that  Mr. 
Best  furnished  to  the  New  York  Insurance  Department  the  name  of 
this  corporation  for  examination.  And  that  examination  was  made 
for  the  insurance  department  by  a  young  man  by  the  name  of  Senior 
and  this  so-called  Senior  report,  as  found  in  testimony  (R.,  2,  pp. 
175-176),  severely  condemned  the  extravagant  methods  of  Mr.  Man- 
ning, but  was  rather  complimentary  of  the  later  management  of  Mr. 
Tuttle.  The  report,  however,  was  given  a  very  wide  circulation  with 
a  result  that  the  further  organization  of  the  Protective  Corporation 
was  made  impossible  except  at  an  expense  which  its  officers  did  not 
feel  justified.  (R.,  19,  p.  1519;  R.,  p.  592.)  Uncomplimentary  se- 
lections or  extracts  from  this  report  referring  to  Mr.  Manning,  but 
ascribed  to  Mr.  Tuttle,  found  their  way  into  the  insurance  papers  and 
particularly  into  the  columns  of  Mr.  Best.     (R.,  19,  pp.  1518-1519.) 

Mr.  Tuttle  and  his  associates  next  made  an  effort  to  carry  out  the 
original  purpose  of  the  Protective  Holding  Corporation  and  suc- 
ceeded in  purchasing  with  the  funds  on  hand  the  capital  stock  of  the 
Commercial  Fire  Insurance  Co.,  of  Washington,.  D.  C,  for  about 
$7.75  per  share.  (R.,  19,  p.  1521.)  This  purchase  was  not  made  until 
tlie  stockholders  of  the  Protective  Corporation  were  furnished  by 
Mr.  Tuttle,  himself,  with  the  report  of  the  New  York  Insurance  Co., 
and  they  had  fully  authorized  the  use  of  their  funds  for  an  existing 
fire  insurance  company.  (R.,  19,  pp.  1519-1520.)  The  purchasewas 
made  in  the  spring  of  1911,  the  directors  of  the  Commercial  Fire  In- 
surance Co.  were  given  information  regarding  the  Protective  Cor- 
poration, its  history  and  its  difficulties  with  the  New  York  Insurance 
Department  (R.,  19,  p.  1521),  and  the  sale  was  consummated  without 
a  dollar  of  commissions  being  received  by  any  person  in  any  way  con- 
nected with  the  Protective  Corporation  (R.,  19,  p.  1520).  Later, 
on  December  26,  1911,  the  Protective  Corporation  was  dissolved. 

From  the  spring  of  1911  until  the  introduction  of  the  resolution 
calling  for  this  investigation,  the  Alfred  M.  Best  publications  were 
uniformly  critical  and  unfriendly  (R.,  19,  p.  1569)  with  the  excep- 
tion of  a  short  interval  in  the  fall  of  1912,  during  which  time  Mr. 
Best's  brother  was  soliciting  the  general  agency  for  the  Pacific  coast 
of  the  First  National  and  Commercial  Cos.  (R.,  7,  pp.  604,  607) .  On  ' 
account  of  lower  commissions  charged  by  Tuttle,  Wightman  &  Dud- 
ley, the  premium  charge  on  fire  busine-ss  in  the  District  of  Columbia 
was  lower  than  the  premium  of  the  "board"  companies  (R.,  20, 
pp.  1555,  1556,  1557) ;  and  many  protests  were  made  to  the  directors 
by  local  representatives  of  "board"  companies  (R.,  20,  p.  1569),  but 
the  cutting  in  rates  continued  (R-,  20,  p.  1555).  Also,  soon  after  the 
acquisition  of  the  Commercial  by  Mr.  Tuttle  and  his  associates,  a  mem- 
ber of  the  firm  of  Bell  &  Co.,  local  bankers,  of  which  Mr.  Charles  J. 
Bell,  president  of  the  American  Security  &  Trust  Co.,  is  the  con- 
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trolling  partner,  sought  to  induce  one  of  the  most  influential  direc- 
tors of  the  Commercial  to  resign  his  connection  with  it  under  his 
suggestion  that  the  company  would  become  involved  in  a  scandal. 
(R.,-p.-.) 

In  August,  1912,  the  proposition  was  brought  to  Mr.  Tuttle  that 
the  Southern  Building  could  be  purchased  at  a  figure  far  below  its 
real  value,  owing  to  certain  dissensions  among  the  stockholders  of 
the  Southern  Building  Corporation  and  their  inability  to  finance 
their  proposition.  (R.,  20,  p.  1655.)  This  matter  was  taken  up  with 
the  directors  with  the  result  that  the  purchase  was  authorized  and 
the  Southern  Building  was  acquired  at  a  price  considered  to  be  about 
$420,000  less  than  its  real  value.  Soon  thereafter  the  superintendent 
of  insurance  of  the  District  of  Columbia  examined  the  two  insurance 
companies,  and  his  report  as  of  October  31,  1912,  sliowed  the  value 
of  the  Southern  Building  at  $2,000,000,  he  previously  having  ap- 
pointed as  appraisers  Messrs.  Hensey,  Darneille,  and  Lipscomb,  who 
had  valued  the  land  and  building  at  that  figure. 

Shortly  thereafter  Mr.  Charles  J.  Bell  called  the  matter  to  the 
attention  of  Mr.  Edward  J.  Stellwagen  (R.,  3,  p.  293),  and  Mr. 
Stellwagen  called  it  to  the  attention  of  Mr.  Rudolph,  who  declined 
to  interfere.  Then  Mr.  Stellwagen  called  the  matter  to  the  attention 
of  his  friend  Col.  W.  V.  Judson,  engineer  commissioner.  On  the 
3d  or  4th  of  December  Mr.  Daniel  Curry,  deputy  insurance  commis- 
sioner, informed  Col.  Judson  that  a  man  from  New  York  insur- 
ance department  had  been  to  Washington  to  examine  these  insurance 
companies.  On  tihe  4th  or  5th  Col.  Judson  recommended  to  his  col- 
leagues on  the  Board  of  Commissioners  for  th'e  District  of  Columbia 
the  dismissal  of  the  superintendent  of  insurance,  George  W.  Ingham. 
R.,  2,  p.  217.)  On  December  5  a  resolution  was  prepared  by  Col. 
Judson  directing  the  superintendent  of  insurance  to  make  another 
examination  of  these  two  companies,  which  had  been  examined  about 
three  weeks  previously,  and  as  an  incident  to  these  examinations  to 
cause  a  reappraisal  to  be  made  of  the  Southern  Building.  On  Decem- 
ber 5,  President  Wynne,  of  the  First  National  Fire  Insurance  Co., 
had  an  interview  with  the  chairman  of  the  District  commissioners, 
Mr.  Rudolph,  at  which  interview  Mr.  Rudolph  stated  that  certain 
adjacent  property  owners  had  complained  of  the  value  put  on  the 
Southern  Building,  as  it  would  result  in  raising  the  taxes  of  other 
property  owners  in  the  financial  section.  (R.,  — ,  p.  — .)  Upon  his 
return  to  the  office  of  his  company,  Mr.  Wynne  reported  his  conver- 
sation with  Mr.  Rudolph,  and  counsel  for  the  company  wrote  a  letter, 
as  follows: 

First  National  Fire  Ixsurance  Co.  of  the  United  States. 

Home  Office,  Southern  Buii.dino. 
Washington.  D.  G.,  December  5,  7.9/,?. 
Honorable  Commissioxers  of  the  District  of  Columbia. 

llvnicipal  BuUding,  Washington,  D.  C. 
Gentlemen  :  Gen.  Wynne,  president  of  the  First  National  Fire  Insurance  Co., 
informs  me  that  there  is  dissatisfaction  expressed  at  the  District  Building  at  the 
appraised  value  placed  upon  the  Southern  Building  by  Messrs.  Hopewell  H. 
Darneille,  former  assessor  of  taxes  of  the  District  of  Columbia ;  Alexander  T. 
Hensey,  of  the  firm  of  Swartzell,  Rheem  &  Hensey;  and  William  P.  Lipscomb, 
the  well-known  builder  of  this  city.  It  is  further  suggested  that  a  reappraise- 
ment  should  be  had,  apparently  with  the  view  of  reducing  the  previous  appraisal. 
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As  general  counsel  of  the  company,  I  have  advised  the  company  to  decline 
to  appoint  any  appraisers  for  such  purposed  I  can  well  understand  that  ad- 
joining property  owners,  who  have  not  the  same  reason  for  carrying  their  real 
estate  assets  at  their  actual  value,  may  have  called  attention  to  what  they  claim 
to  be  an  appraisement  in  excess  of  that  of  the  tax  office. 

We  shall  resist  any  attack  upon  this  appraisal  made  for  any  such  purpose, 
and  if  this  appraisal  is  to  be  disturbed  we  shall  insist  that  it  shall  not  be  done  so 
by  a  new  appraisal  by  persons  interested  only  in  keeping  their  tax  rates  reduced, 
but  such  new  appraisal  shall  be  made  under  the  direction  of  either  the  House  or 
Senate  committee  of  Congress. 

Yours,  very  respectfully,  Chas.  F.  Cabusi, 

General  Counsel. 

On  December  6  Col.  Judson  made  a  motion  to  invite  the  insurance 
department  of  New  York  to  come, to  Washington  to  examine  these 
two  companies.  (R.,  — ,  p.  — .)  On  December  7  a  director  in  one 
of  these  companies  and  the  general  counsel  of  both  companies  called 
on  Col.  Judson,  discussed  with  him  the  action  he  had  taken,  and  de- 
manded the  right  of  their  companies  to  a  hearing  before  the  Board 
of  District  Commissioners  prior  to  any  reexamination  into  the  affairs 
of  the  companies  and  prior  to  any  reappraisal  which  the  commis- 
sioners should  order.  This  request  was  refused.  (R.,  — ,  p.  — .) 
At  this  interview  Col.  Judson,  after  insisting  that  the  reappraisal 
should  be  made,  but  without  it  being  agreed  to  by  the  representa- 
tives of  the  companies,  reduced  to  writing  an  "  attached  statement," 
beginning  with  the  words  "  In  partial  explanation  of  my  motion," 
which  will  be  found  in  R.,  — ■  page  — ,  and  the  representatives  of 
the  insurances  companies  told  him  that  his  calculations  were  wrong, 
and  also  offered  to  have  the  companies'  actuary  prepare  correct  fig- 
ures to  furnish  to  the  board  complete  information  concerning  the 
affairs  and  management  of  the  companies.    (R.,  — ,  p.  — .) 

A  reexamination  of  the  companies  was  ordered,  and  on  December 
9  Supt.  Ingham  began  that  reexamination.  On  that  day  also  Col. 
Judson  had  an  interview  with  Mr.  Redfield  in  the  latter's  apartments 
in  the  Highlands  and  requested  him  to  write  to  the  superintendent 
of  insurance  of  New  York.  (R.,  — ,  p.  — .)  These  genetlemen  met 
again  on  the  following  day  and  further  discussed  the  situation.  On 
December  11,  after  talking  the  matter  over  with  Mr.  Redfield,  Gen. 
Johnston,  and  Mr.  Burke,  Col.  Judson  moved  "that  the  attached 
statement " — ^being  the  same  statement  which  later  he  tried  to  get  into 
the  press  of  Washington,  and  which,  failing,  he  ultimately  forwarded 
to  the  chairmen  of  the  House  and  Senate  committees,  and  which  is 
set  out  in  full  (R.,  1,  p.  12) — ^be  adopted  by  the  commissioners  in 
session  and  copies  issued  to  those  requesting  them. 

On  the  same  day,  December  11,  a  reporter  for  the  Evening  Star 
was  handed  a  copy  of  "  the  attached  statement."  (R.,  5,  p.  504.) 
He  was  under  orders  from  the  publishers  of  the  papers,  however,  to 
warn  them  of  any  matter  which  he  sent  in  that,  m  his  opinion,  was 
libelous  in  character,  and  he  did  give  his  paper  a  warning  against 
^' the  attached  statement."  (R.,  8,  p.  730.)  The  Evening  Star  news- 
paper at  once  notified  the  companies  and  their  representatives  went 
to  see  the.  manager,  and  later  the  paper  declined  to  publish  it  on  the 
ground  that  it  was  libelous  and  on  the  ground  that  it  was  doubtful 
if  it  were  privileged,  notwithstanding  the  fact  that  it  had  been  given 
out  by  Col.  Judson  as  an  official  act  of  the  commissioners.  (R.,  8,  p. 
730.)  On  the  same  afternoon,  December  11,  Congressman  Redfield, 
of  New  York,  riding  up  town  on  a  street  car  about  6  o'clock,  engaged 
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in  a  conversation  with  Mr.  Earle  Godwin,  a  reporter  for  the  Evening 
Star,  and  they  discussed  the  nonappearance  in  the  papers  of  Col. 
Judson's  "attached  statement."  (E.,  14,  p.  1134.)  Mr.  Godwin  in- 
formed Mr.  Kedfield  that  counsel  for  the  companies  had  threatened 
a  libel  suit  if  the  statement  was  published,  and  discussed  with  Mr. 
Redfield  the  law  of  libel  which  would  enable  the  Star  to  make  the 
publication,  provided  it  appeared  as  part  of  the  proceedings  of  the 
House  of  Representatives  and  provided  it  were  quoted  verbatim. 
(E.,  14,  p.  1134.) 

On  December  12  Col.  Judson,  Mr.  Stellwagen,  and  Mr.  Redfield 
met  at  Mr.  Redfield's  apartments,  and  Mr.  Eedneld  informed  Col. 
Judson  of  his  conversation  of  the  previous  evening  with  Mr.  God- 
win. The  following  day  Col.  Judson  moved,  in  a  session  of  the  Dis- 
trict Commissioners,  for  the  discharge  of  Superintendent  of  Insur- 
ance Ingham,  and  ''  on  the  ad\ace  of  a  Member  of  Congress  "  moved 
that  copies  of  "  the  attached  statement  "  as  issued  by  the  commission- 
ers on  December  11  should  be  forwarded  to  the  chairmen  of  thff 
House  and  Senate  Committees  on  the  District  of  Columbia.  (E.,  1, 
p.  70.)  On  the  same  day  Col.  Judson  prepared  a  resolution  to  be 
introduced  on  the  floor  of  the  House,  and  dictated  a  letter  for  Com- 
missioner Johnston  to  sign.  Slight  changes  were  made  in  this  letter 
by  Congressman  Eedfield.  (E.,  — ,  p.  — .)  On  the  afternoon  of 
December  13  the  resolution  prepared  hy  Col.  Judson  and  carried  to 
the  Capitol  hy  Congressman  Redfield  was  introduced  on  the  floor  of 
the  House  by  the  clhairman  of  the  District  Committee,  and  on  Sun- 
day, December  13,  counsel  of  the  companies  informed  the  chairman 
of  the  Eules  Committee  of  the  House  that,  in  view  of  what  had  tran- 
spired, he  insisted  that  the  investigation  should  go  forward. 

n.   THE    APPBAISEMENT    OE    EEAL   ESTATE    SHOULD    NOT    BE 

DISTTJRBED. 

1.  Legal  Proposition. 

If  the  appraisers  were  duly  and  regularly  appointed,  without 
fraud  or  corrupt  motive  in  such  appointment,  were  competent  and 
honest  and  discharged  their  duty  impartially,  free  from  influence  and 
selfish  interest,  it  must  follow  as  a  proposition  of  law  that  their 
appraisement  should  not  be  disturbed  unless  that  appraisement  is 
shown  by  a  preponderance  of  evidence  to  be  grossly  and  manifestly 
wrong. 

1.  They  were  appointed  by  the  superintendent  of  insurance,  he 
selecting  all  three  and  asking  Mr.  Darneille  to  apprise  the  other 
two,  Messrs.  Lipscomb  and  Hensey,  of  their  appointement.  This 
appointment  of  appraisers  was  in  accordance  Avith  custom,  a  custom 
in  insurance  matters  that  had  been  a  rule  for  many  years  and  had 
practically  become  law. 

2.  No  fraud  nor  corrupt  motive  in  their  appointment  or  selection 
is  found.  No  one  of  the  three  appraisers  had  even  been  expressed 
an  opinion  as  to  the  value  of  the  property  befbre  his  appointment. 
It  was  only  those  two  appraisers  suggested  by  Col.  Judson,  namely, 
Messrs.  Hoover  and  Doyle,  who  had  expressed  any  opinion  prior 
to  their  suggested  appointment. 

3.  They  were  competent,  reliable,  honest  men. 
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(a)  Even  so  hostile  a  witness  as  Mr.  Stellwagen  testifies  that  in 
his  opinion  the  appraisers  were  capable  and  men  of  integrity  and 
character.     (R.,  3,  p.  331.) 

(6)  The  same  appraisers  had  served  under  like  appointments  pre- 
viously and  had  given  satisfaction. 

4.  No  indication  of  bias  or  partiality  or  self-interest  is  anywhere 
to  be  found  in  the  record. 

5.  The  overwhelming  weight  of  evidence  upholds  the  reasonable- 
ness of  the  appraisement. 

•     2.  The  Weight  or  Evidence  Sxjppoets  the  Appraisement. 

Under  this  head  are  treated  separately  (a)  land,  (i)  building, 
and  (c)  land  and  building. 

a.  land. 

The  land  covered  by  the  Southern  Building  is  22,212  square  feet, 
situated  at  the  northeast  corner  of  Fifteenth  and  H  Streets. 

1.  Cost  and  history. —  {a)  In  December,  1908,  a  syndicate  repre- 
sented by  Messrs.  R.  H.  McNeill  and  A.  E.  L.  Leckie  bought  from  the 
Catholic  Church  the  old  St.  Matthews  Church  site,  as  above  described, 
for  $18  per  square  foot,  aggregating  approximately  $400,000.  (R., 
9,  pp.  835,  842-843.) 

In  the  purchase  the  syndicate  paid,  on  December  31,  1908,  $1,000, 
and  on  February  25,  1909,  $49,000.  They  assumed  an  incumbrance 
secured  by  a  deed  of  trust  amounting  to  $160,000,  and  gave  a  note 
promising  to  pay  $190,000  on  November  1,  1909,  giving  a  deed  of 
trust  upon  the  property  to  secure  the  last-named  deferred  payment. 
(R.,  10,  pp.  911-914.) 

The  property  was  sold  by  the  church  at  this  low  price  on  account  of 
peculiar  conditions,  the  church  edifice  having  then  been  vacant  for 
several  years,  a  new  church  being  in  course  of  erection  at  another 
location  in  the  city  and  there  being  a  pressing  need  of  money  for 
the  new  church,  and  the  burden  of  $13,000  a  year  of  interest  on 
the  $160,000  incumbrance  being  particularly  irksome,  so  that  the. 
church  was  desirous  of  getting  rid  of  it.     (R.,  9,  p.  839.) 

The  land  was  then  worth,  according  to  Mr.  Charles  J.  Bell  (R.,  9, 
p.  833)  $21  a  square  foot,  and  as  far  back  as  20  years  ago  Mr.  Edward 
J.  Stellwagen  had  expressed  his  opinion  that  it  was  worth  $25  and 
$20  per  square  foot  (R.,  9,  p.  838). 

The  property  was  bought  by  the  syndicate  "  as  a  flyer,  or  gamble  "■ 
(R.  10,  p.  895),  and  after  having  been  purchased  there  were  prop- 
ositions considered  by  the  syndicate  to  sell  to  Mr.  Hammerstein  for 
an  opera  house  and  to  a  New  York  syndicate  for  a  hotel.  (See 
testimony  of  R.  H.  McNeill,  R.,  10,  p.  895.)  And,  as  Witness  A.  E.  L. 
Leckie  (R.,  10,  pp.  918-919)  testified,  while  the  hotel  proposition  of 
the  New  York  syndicate  was  being  considered  the  idea  of  selling  to 
the  Southern  Commercial  Congress  developed.  (See  also  testimony 
of  R.  H.  McNeill,  R.,  10,  p.  901.) 

(6)  On  February  25,  1909,  the  syndicate  sold  the  property  to  the 
Southern  Commercial  Congress  at  $23  per  square  foot,  or,  approxi- 
mately, $510,000. 


1938  INVESTIGATION    OF   INSUBANCE    COMPANIES. 

Messrs.  John  M.  Parker  and  Charles  Hall  Davis  represented  tlie 
Southern  Commercial  Congress  in  the  purchase  and  agreed  to  pay 
the  syndicate  the  above-named  price,  which  included  a  profit  of 
$.110,000.  Previously  Mr.  E.  H.  McNeill  and  his  associates,  who  were 
known  to  be  Messrs.  A.  E.  L.  Leckie,  S.  W.  Meek,  Charles  A.  Douglas, 
James  M.  Baker,  and  James  L.  Karrick,  had  been  advised  by  Mr.' 
Charles  J.  Bell  that  the  property  was  worth  from  $24  to  $25  per 
square  foot  to  anybody  able  to  improve  it  and  operate  it  as  a  revenue 
property.     (See  testimony  of  R.  H.  McNeill,  R.,  10,  p.  901.) 

In  accordance  with  the  testimony  of  Mr.  R.  H.  McNeill,  Messrs. 
Parker  and  Davis,  when  they  agreed  to  pay  $23  per  foot  for  the 
Southern  Commercial  Congress  were  fully  cognizant  of  the  fact  that 
the  syndicate  had  bought  the  property  for  $18  per  square  foot.  See 
record,  10,  page  901,  where  Mr.  McNeill  testifies  that  a  trust  agree- 
ment was  taken  by  the  syndicate  from  Messrs.  Parker  and  Davif-. 
that  they  would — 

within  a  fixed  time,  pny  us  $1]0,000  as  our  profit  in  the  transaction. 

I  miglit  say  liere  that  we  let  them  understand  fully  just  what  we  had  paid 
for  the  property,  and  just  when  we  had  paid  it,  and  from  whom  we  had  bought, 
and  we  left  nothing  L-oneealed,  but  gave  them  the  whole  history  of  the  trans- 
action. 

Mr.  Charles  Hall  Davis,  in  referring  to  the  time  the  syndicate 
offered  the  property  to  the  Southern  Commercial  Congress  at  $23  per 
square  foot,  testified: 

At  that  time,  when  it  was  so  ofEere<l,  I  knew  that  that  price  was  in  excess  of 
option  price  at  which  the  parties  referred  to  held  the  property,  though  I  did 
not  at  that  time  Ituow  just  how  much  in  excess  It  was,  and  was  not  particularly 
Interested,  because  my  only  interest  was  to  see  that  tlie  congress  got  the  prop- 
erty at  a  fair  valuation.     (R.,  11,  p.  946.) 

Then,  on  page  919  of  the  same  record,  Mr.  Davis  testified : 

In  order  to  protect  them  in  that  event  an  instrument  in  the  nature  of  a  trust 
was  executed  so  that  in  case  the  project  became  commercialized  it  would  be 
evident  that  the  syndicate  claimed  this  excess  valuation  representing  the  dif- 
ferenc<>  between  $]s  and  .1!2.'5  per  square  foot,  and  so  far  as  the  congress  was 
concerneil,  we  knew  of  that  and  had  no  criticism  to  make  of  their  getting  the 
same.     *     *     * 

The  Southern  Commercial  Congress,  after  having  bought  the  prop- 
erty as  above  stated  and  after  having  made  payments  aggregating 
$50,000  upon  the  purchase  price,  found  that  it  was  unable  to  go 
further  (R.,  10,  p.  896)  and  simply  could  not  finance  its  undertaking. 
See  R.  11,  948,  where  Mr.  Davis  testifies: 

Then  it  became  ai)parent  we  could  not  raise  the  lialauce  of  the  money,  and  it 
also  became  apparent  that  in  order  to  save  the  Investment  already  made  some- 
thing had  to  be  done,  and  it  was  decided  to  commercialize  the  project. 

(c)  On  May  24,  1909,  the  Southern  Building  Corporation  was 
chartered,  and  some  time  later  the  Southern  Commercial  Congress 
sold  the  building  site  to  the  new  corporation.  This  transfer  was  at 
the  same  price  as  the  property  was  acquired  by  the  Southern  Com- 
mercial Congi-ess  and  amounted  to  the  purchaser  taking  over  the 
deal  and  financing  and  commercializing  in  part  the  project  of  the 
Southern  Commercial  Congress  so  far  as  a  building  was  concerned. 
This  was  done  because  it  was  thought  to  be  the  only  plan  by  which 
the  $50,000  invested  in  the  property  by  the  Southern  Commercial 
Congress  could  be  saved-     The  syndicate  which  had  sold  the  property 
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to  the  Southern  Commercial  Congress  released  that  vendee  from  its 
obligation  and  took  the  obligation  of  the  new  corporation  in  its  place. 
The  syndicate  might  then  have  exacted  the  full  $110,000  profit  which 
it  fairly  had  in  the  sale  to  the  congress  from  the  building  corpora- 
tion, but  instead,  and  in  order  to  finance  the  building  corporation 
(which  needed  careful  nursing),  the  syndicate  agreed  to  and  did 
accept  in  lieu  of  its  actual  or  money  profit  the  stock  of  the  new  cor- 
poration amounting  to  $100,000.  Through  this  process  the  profit 
of  the  syndicate  turned  from  an  actual  profit  to  be  paid  in  money  by 
the  Southern  Commercial  Congress  into  a  paper  profit — an  invest- 
ment in  stock  of  a  new  corporation — and  finally,  as  shown  by  the 
testimony  of  Mr.  Leckie  (R.,  10,  pp.  922-923) ,  amounted,  when  they 
sold  the  stock,  to  an  aggregate  for  the  six  members  of  the  syndicate 
of  $28,150 ;  yet  it  is  to  be  noted  that  the  low  price  for  the  stock  re- 
ceived by  them  has  little  reference  to  the  value  of  the  building,  as 
hereinafter  explained. 

(d)  The  First  National  and  the  Commercial  Insurance  Cos., 
through  trustees,  bought  the  stock  of  the  Southern  Building  Cor- 
poration; that  corporation  sold  the  building  to  the  two  insurance 
companies,  and  later  the  Southern  Building  Corporation  was  dis- 
solved. 

1.  Following  the  property  through  this  process,  we  find  that  the 
transaction,  from  the  vendees'  standpoint,  was  equivalent  to  the  in- 
surance companies  buying  the  land  for  about  $35  per  square  foot. 
(R.,  — ,  p.  — .)  The  low  price  at  which  the  land  was  acquired, 
through  the  acquisition  of  the  stock  in  the  Southern  Building  Cor- 
poration, however,  was  due  to  the  inability  of  the  corporation  to 
carry  its  burdens  and  the  dissensions  among  its  stockholders,  and  was 
not  based  upon  the  low  value  of  its  property.  As  testified  by  Mr. 
Story,  there  may  be  a  distinct  difference  between  the  value  of  stock 
in  a  corporation  and  the  value  of  given  property  owned  by  a  corpora- 
tion. Mr.  Story  further  testified  (E.,  10,  p.  928)  that  he  bought 
some  of  the  stock  at  $12.50  per  share  and  some  of  the  stock  for  $100 
per  share,  and  he  states  in  regard  to  his  purchase  of  Southern  Build- 
ing Corporation  stock  at  $12.50  from  the  Richmond  Realty  Co.  (R., 
10,  pp  928-929) : 

The  fact  that  they  would  liquidate  $100,000  of  a  third-mortgage  bond,  and  as 
I  had  known  that  they  were  a  corporation  that  was  speculating  largely  in  real 
estate,  I  felt  that  they  would  be  very  glad  to  make  the  balance  of  their  bond 
issue  good  by  canceling  this  $100,000  and  putting  it  in  such  hands — the  prop- 
erty in  suph  hands  that  the  balance  of  the  bonds  wotild  be  good,  and  that  they  ■ 
probably  would  not  have  to  foreclose  and  take  in  the  property  themselves,  and 
also  from  the  fact  that  there  were  a  large  number  of  factions  in  the  owner- 
ship of  the  stock;  that  the  Southern  Building  Corporation  was  practically  at 
that  time  insolvent;  that  the  only  thing  that  they  could  do  would  be  to  liut  up 
the  money  themselves  to  carry  the  corporation,  and  which  thejf  said  they  were 
tired  of  doing;  that  if  they  bought  the  corporation — that  if  the  Richmond  Realty 
Co.  themselves  bought  the  corporation — that  they  would  tje  criticized  by  all  the 
other  stockholders,  and  make  it  practically  impossible  fqr  them,  but  I  think  the 
principal  argument  was  the  fact  that  they  were  realizing  cash  on  holdings 
which  they  had  taken  as  a  venture. 

And,  again,  on  page  929,  Mr.  Story  testified  that  $-25  for  the 
stock  was  more  than  it  was  worth,  to  his  mind,  and — 

If  I  had  felt  that  this  corporation  was  going  to  be  foreclosed  by  reason  of  its 
nonpayment  of  its  interest,  which  was  a  condition  facing  it,  I  would  have  fell 
that  $25  a  share  would  have  been  a  very  good  price  for  it. 
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Again,  on  page  !>S1  of  the  record,  Mr.  Story  differentiates  the  vakie 
of  the  stock  from  the  value  of  the  property,  and  states  that  the 
vahie  of  the  stock  was  more  or  less  affected  by  tlie  value  of  the 
property  but  not  absolutely. 

Again.  ^Ir.  Story  testifies,  on  page  940,  as  follows: 

Mr.  Caktjsi.  Now,  In  order  that  the  cllstinction  between  the  value  of  the 
property  and  the  value  of  the  stock  may  be  accentuated  a  little,  the  stock,  ns 
I  understand,  to  have  any  value  at  all,  must  be  worth  something  over  and  above 
not  only  all  the  incumbrances  of  record,  but  also  all  the  other  obligations,  of 
any  character  whatsoever,  of  the  Southern  Building  Corporation? 

Mr.  Story.  Yes. 

Mr.  Caktjsi.  In  other  words,  the  creditors  of  a  corporation  come  ahead  of  the 
stockholders  of  a  corporation? 

Mr.  Story.  Yes. 

Mr.  Cabusi.  So  that  the  value  of  the  stock  might  depend  not  so  much  upon  or 
not  entirely  upon  the  value  of  the  Southern  Building  as  a  physical  property,  but 
upon  the  condition  in  which  the  stockholder  would  find  his  intei-est? 

Mr.  Story.  Yes. 

Mr.  Carusi.  As  being  jeopardizixl  by  unsecured  debts,  demand  notes  that  are 
coming  due,  interest  that  is  coming  due;  is  that  not  so? 

Mr.  Story.  Yes;  and  the  ability  to  meet  them. 

Mr.  Carusi.  Exactly,  and  the  ability  to  meet  them  when  they  do  come  due, 
under  the  penalty  of  foreclosure. 

Again,  on  page  940,  Mr.  Story  testifies : 

There  are  a  great  many  factors  entering  into  the  valuation,  to  my  mind,  of 
real  estate;  either  as  a  purchasing  proposition  or  as  a  sale  proposition,  and  one 
piece  of  real  estate  in  the  hands  of  one  man  is  not  worth  to  him  as  much  as  that 
same  piece  of  property  would  be  worth  if  in  the  hands  of  another  man  under 
different  circumstances. 

And  again,  on  page  941,  in  answer  to  the  question :  "  Do  you  con- 
sider the  price  at  which  the  stock  of  the  Southern  Building  Corpora- 
tion was  purchased  a  fair  criterion  of  what  the  Southern  Building 
was  worth  ?  "    Mr.  Story  answered : 

I  do  not.  The  Richmond  Realty  Corporation,  by  their  directors,  thought  that 
the  building  was  worth  $2,000,000,  but  in  the  ownership  of  the  stock,  as  It  was, 
they  felt  that  they  would  have  to  sell  it  at  what  they  did — twelve  and  a  half 
for  their  preferred  stock.    That  is  an  instance  of  what  I  think  you  mean. 

Mr.  Carusi.  You  say  they  felt  that?    How  do  you  know? 

Mr.  Story.  Because  they  so  expressed  themselves. 

Mr.  Carusi.  Who  told  you  that? 

Mr.  Story.  I  was  present  at  a  meeting  at  which  they  said  it  was  worth 
$2,000,000. 

Mr.  Redfield.  Where  was  that  meeting? 

Mr.  Story.  Richmond,  Va. 

Mr.  Redfield.  Who  were  present? 

Mr.  Story.  Jlr.  Warner  Moore,  A.  L.  Plawse,  Mr.  Bichelberger,  Mr.  Rountree, 
Mr.  Sands,  and  Jlr.  Gunn 

Mr  Redfield.  When  did  they  say  It  would  be  worth  that? 

Mr.  Story.  At  the  time  I  got  an  option  on  their  stock. 

Mr.  Redfield.  They  said  they  thought  it  was  worth  that  then? 

Mr.  Story.  They  said  they  thought  the  building  was  worth  $2,000,000. 

The  Southern  Building  Corporation  had  come  to  a  point  where  it 
was  unable  to  continue  successfully  in  financing  its  property.  Debts 
were  falling  due  without  money  in  hand  to  pay  them,  and  there  was 
doubt  where  that  money  would  come  from.  Its  stockholders  had 
previously  arranged  for  getting  money  for  such  purposes,  but  these 
stockholders  were  now  having  dissentions  among  themselves,  its 
credit  was  not  of  the  best,  and  according  to  the  view  of  the  Kichmond 
Eealty  Co.,  which  held  a  large  block  of  the  stock,  and  also  held 
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bonds  of  the  Southern  Building  Corporation  amounting  to  about 
$600,000,  the  value  of  all  remaining  bonds  would  be  enhanced  by 
the  retirement  of  a  part  thereof  (R.,  10,  p.  928)  ;  so  they  decided  to 
sell  their  stock  at  a  low  rate,  while  exacting  from  the  purchaser  an 
agreement  to  retire  $100,000  of  the  bonds. 

Certainly  it  would  seem  to  be  capable  of  demonstration  that  a 
corporation  owning  a  piece  of  property  intrinsically  and  permanently 
very  valuable  and  properly  subject  as  such  to  be  listed  in  its  assets, 
may  also  have  such  liabilities  and  be  subjected  to  such  management, 
internal  dissensions,  and  contingencies  as  to  render  its  stock  abso- 
lutely valueless  to  its  holders.  A  bankrupt  may  own  very  valuable 
assets. 

2.  Value  and  increase  in  value  in  the  last  five  years. — This  corner 
is  the  most  valuable  of  the  four  comers  at  the  intersection  of  Fif- 
teenth and  H  Streets,  according  to  the  testimony  of  Mr.  Alexander 
McNeil,  a  real  estate  expert.  (E.,  10,  p.  897.)  Mr.  McNeil  further 
explained  that  the  plot  is  large  enough  for  a  building  which  would 
have  community  of  interest ;  that  it  was  the  only  lot  left  in  the  busi- 
ness section  of  Washington  suitable  for  a  large  office  building  (E.., 
10,  p.  299) ;  that  it  was  suitable  for  a  more  economical  building  and 
better  adapted  for  office-building  results  than  the  Union  Trust  Co. 
lot  at  the  southwest  corner  of  the  same  streets   (R.,  10,  p.  878)  : 

Mr.  McNeil.  *  s-  *  i  gold  It  largely  on  the  argument,  first,  that  it  was 
prospectively  extremely  valuable,  and,  second,  that  vi^e  were  selling  it  at  a 
sacrifice  price. 

******* 

Mr.  Gbobge.  Would  you  say  that  that  property  is  rising  in  value? 

Mr.  McNeil.  Decidedly;  is  rising  greatly  in  value. 

Mr.  Geoege.  And  has  risen  since  the  sale? 

Mr.  McNeil.  And  has  risen  greatly  since  the  sale. 

[R.,   10,  p.  887.1 

Mr.  Peouty.  If  that  land  were  now  entirely  vacant,  as  it  was  at  the  time, 
what  would  you  consider  it  worth? 

Mr.  'McNeil.  It  is  hard  to  speak  that  way.  You  see,  the  building  of  the 
Southern  Building  Corporation  was  one  of  the  great  things  that  enhanced  values 
in  that  locality.    This  very  operation  largely  enhanced  values. 

Mr.  Pbouty.  I  would  like  to  have  your  judgment,  independent  of  that. 

Mr.  McNeil.  It  is  hard  to  give  a  judgment  on  that,  because  inasmuch  as  this 
very  operation  enhanced  values,  if  that  had  not  taken  place  maybe  the  Wood- 
ward Building  would  not  be  built,  but  the  Woodward  Building  having  been 
built,  and  therefore  these  three  comers  being  permanent  improvements — the 
Union  Trust,  the  Woodward,  and  the  Southern  Building — it  tends  to  increase 
the  value  on  that  particular  corner,  because  you  can  only  get  on  that  corner 
once.    It  tends  to  make  all  these  values  increase. 

According  to  Mr.  O.  H.  P.  Johnson,  vice  president  of  National 
Metropolitan  Bank  (R.,  10,  p.  867),  the  lot  is  more  desirable  than 
the  Union  Trust  Co.  lot  (see  p.  867,  R.,  10) : 

Mr.  Gboege.  Tou  would  take  the  north  side  to  be  more  valuable? 

Mr.  Johnson.  I  would.  You  get  the  southern  exposure.  It  is  a  little  more 
desirable  comer. 

Mr.  Geoege.  Would  you  regard  that  as  an  economical  corner? 

Mr.  Johnson.  I  would. 

Mr.  Geoege.  The  dimensions  of  that  building  being,  I  think,  140  by  140 

Mr.  Easbt-Smith.  By  148. 

Mr.  Johnson.  I  would,  because  it  is  on  the  street  on  two  sides,  and  on  the 
extreme  north  it  is  bounded  by  a  very  wide  alley,  where  you  have  the  benefit 
of  light  and  teaming,  and  everything  of  that  sort ;  freight  handling  for  the  build- 
ing on  that  side,  out  of  the  way.    I  think  it  is  a  magnificent  corner. 

♦  #*•*** 
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Mr.  Douglas.  Do  you  not  regard  that  comer,  on  account  of  tlie  splendid  alley, 
as  the  most  valuable  one  of  the  four  corners  there? 

Mr.  JoHirsoN.  I  think  it  is. 

Sir.  Geoege.  Just  excuse  me.    Because  of  what? 

Mr.  DoTJGLAS.  Because  of  that  alley. 

Mr.  Johnson.  That,  and  not  only  on  account  of  the  alley,  but  on  account  of 
its  position. 

Mr.  DotTGLAS.  On  account  of  its  position? 

Mr.  Johnson.  ¥es. 

Mr.  Douglas.  And  then  it  is  splendidly  proportioned,  is  it  not,  as  to  width 
and  depth,  too? 

Mr.  JoHNSox.  I  think  its  proportions  are  all  right 

Mr.  DoLTQLAS.  And  I  Judge  it  would  be  very  much  more  valuable  than  inside 
lots,  either  north  or  south  of  that  building. 

Mr.  Johnson.  I  believe  it  would  be. 

Mr.  Alexander  T.  Hensey,  a  real  estate  expert  of  long  experience 
(E.,  12,  p.  993),  testified  tliat  in  his  opinion  a  fair  valuation  for  the 
lot  is  between  $45  and  $50  a  foot.  He  further  showed  that  three 
years  ago.  in  January,  1910,  the  firm  of  Swartzell,  Kheem  &  Hensey 
Co.  viilued  the  land  in  a  requested  appraisement  at  at  least  $35  per 
.square  foot.  In  reaching  his  figures  Mr.  Hensey  gave  some  interest- 
ing comparisons  with  values  of  other  lots,  as  follows: 

The  first  thing  I  thought  of  was  the  Hendricks  Building,  across  the  street, 
which  they  are  holding  at  $40  per  square  foot. 

Mr.  Dot'GLAS.  Give  the  exact  location  of  that,  so  the  committee  will  know. 
That  is  the  property  which  you  si\y  is  \iiext  to  the  Union  Trust  property  on 
Fifteenth  Street?  / 

Mr.  Hknsey.  Yes,  sir. 

Mr.  Douglas.  An  inside  lot? 

Mr.  Hexsey.  Yes,  sir. 

|R.,  12,  p.  804.1 

Mr.  Douglas.  Ou  the  west  side  of  the  street? 

Mr.  Hensicy.  Yes.  sir.  It  is  50  feet  front  by  145  feet  deep  and  contains  7,223 
square  feet,  and  is  held  at  $40  a  square  foot.  It  is  now  the  property  of  Mrs. 
Halliday,  I  understand.  i 

Mr.  George.  Is  that  building  nearly  opposite  your  own? 

Mr.  Hensey.  Exactly  opposite;  yes,  sir. 

The  building  is  an  olfl-style  building,  but  it  was  renovated  a  year  or  so  ago; 
but,  of  course,  it  is  not  the  type  of  building  I  should  consider  on  high-priced 
ground. 

Mr.  Douglas.  You  do  not  consider  the  building  of  any  material  consequence? 

Mr.  Hensey.  Not  of  any  material  value;  no.  Then  we  took  our  own  prop- 
erty, which  Ave  bought  with  Hibbs  seven  years  ago,  which  was  then  the  Barton 
Hotel,  and  for  which  we  paid  $19.64  a  square  foot.  We  have  considered  that 
in  the  last  year  probably  to  be  worth  $40. 

Then  the  Myers  property,  I  understood  and  do  understand  now,  is  being  held 
also  at  $40. 

Mr.  Douglas.  That  is  the  property  known  as  the  American  Security  &  Trust 

Co.? 

Mr.  Hensey.  Yes.  sir ;  next  to  the  holdings  of  the  American  Security,  but 
not  their  building.    They  own  the  ground  right  north. 

Mr.  Douglas.  That  is  the  ground  that  lies  between  the  new  purchase  of  the 
American  Security  &  Trust  Co.  and  the  old  Herald  Building,  owned  by  Mrs. 
Halliday? 

Mr.  Hensey.  Yes,  sir. 

Mr.  Douglas.  What  do  you  say  about  the  value  of  that? 

ilr.  Hensey.  I  understand,  from  the  very  best  information  I  could  get,  that 
that  is  being  held  at  $40  a  foot  also.  The  property  to  the  north  of  us,  Mr. 
Walker  told  me — I  do  not  know  whether  it  is  in  the  market  or  not — he  held 
at  $50  a  foot 

Mr.  Douglas.  That  is  his  own  property? 
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Mr.  Hen  SET.  Yes,  sir. 

Mr.  DoTTGLAs.  Laying,  next  to  the  Woodward  Biailding? 

Mr.  Hensey.  Next  south  of  the  Woodward  Building  and  adjoining  ours  on 
the  north. 

Mr.  Douglas.  Do  you  know  what  Mr.  Hibbs's  property  is  held  at? 

Mr.  Hensey.  No;  I  do  not. 

Mr.  Douglas.  Or  what  is  the  value  of  his  property? 

Mr.  Hensey.  I  do  not. 

Mr.  Douglas.  I  believe  you  have  stated  that  you  and  Hibbs  bought  that  old 
Barton  Hotel  property? 

Mr.  Hensey.  Tes,  sir ;  that  is,  Mr.  Hibbs  bought  it  and  we  took  half  of  It. 

Mr.  Douglas.  Seven  years  ago? 

Mr.  Hensey.  Nearly  seven  years  ago. 

Mr.  Douglas.  For  $19  per  foot? 

Mr.  Hensey.  $19.64  or  $19.63. 

Mr.  Douglas.  And  you  now  value  your  property  at  $40? 

Mr.  Hensey.  Tes,  sir. 

Mr.  Douglas.  Is  there  a  single  inside  lot  between  New  Yorlv  Avenue  and  H 
Street  on  Fifteenth  Street  that  can  be  bought  under  $40  a  foot? 

[R.,  12,  p.  995.1 

Mr.  Hensey.  None  that  I  know  of.  Of  course  I  do  not  know,  if  you  went 
with  an  offer  to  Myers  or  went  with  an  offer  for  the  Hendricks  Building,  what 
they  would  take.  That  is  the  price,  and  I  have  never  heard  they  would  take 
any  less. 

Mr.  Douglas.  Proceed.     You  have  now  disposed  of  that  property. 

Mr.  Hensey.  I  took  that  as  a  measuring  stick  in  the  first  Instance,  and  I 
certainly  believe  in  my  own  mind  if  it  was  worth  $35  or  $40  anyway,  $35  at  the 
lowest,  that  the  Southern  Building  Corporation  site  was  worth  at  least  $45  a 
foot.    That  was  one  measuring  stick. 

Mr.  Douglas.  Give  us  another  one. 

Mr.  Hensey.  I  would  like  to  call  attention  to  the  Lenman  property  on  New 
York  Avenue,  on  the  north  side  of  New  York  Avenue,  east  of  and  adjoining 
the  Nationa!^  Savings  &  Trust  Co.  They  have  100  feet  in  there  for  which,  I 
think,  they  paid  $215,000  several  years  ago.  Last  summer  it  was  offered  to 
us,  and  they  suggested  that  in  case  we  got  a  purchaser  they  would  sell  the 
east  half,  the  east  50  feet,  containing  about  4,500  square  feet— 4,507  square 
feet,  I  think,  to  be  exact — for  $200,000,  which  is  approximately  $45  per  square 
foot.  I  understood  that  they  had  refused  an  offer  of  $135,000,  which  was  $30 
a  square  foot.  I  took  that  as  a  measuring  stick;  and  at  that  offer,  if  they 
were  offered,  which  I  believe  to  be  the  fact,  $30  a  foot,. I  believe  the  Southern 
Building  Corporation  corner  was  worth  at  least  $15  more  per  square  foot. 
That  was  another  measuring  stick.  Also,  there  came  into  my  mind  our  ap- 
praisement of  the  Arlington  Fire  Insurance  Co.'s  property. 

Mr.   Douglas.  You  were  one  of  the  appraisers? 

Mr.  Hensey.  I  was  one  of  the  appraisers. 

Mr.   Douglas.  About   a   year   ago? 

Mr.  Hensey.  I  think  it  was  more  than  a  year  ago.  I  think  it  was  a  year  ago 
last  summer.  I  do  not  know  whether  it  was  July  or  August  or  June.  We 
appraised  that  ground,  not  the  building,  at  $50  a  foot  approximately,  or  a 
little  less. 

Mr.  Douglas.  State  to  the  committee  just  where  that  is. 

Mr.  Hensey.  That  adjoins  the  Rlggs  Bank  on  the  west. 

Mr.  Douglas.  Is  that  considered  on  Pennsylvania  Avenue  or  New  York, 
Avenue? 

Mr.  Hensey.  Pennsylvania  Avenue. 

Mr.   George.  That  is  opposite   the  Treasury? 

Mr.  Hensey.  Yes,  sir ;  right  where  the  street  turns  there  at  right  angles. 

Mr.  Douglas.  You  appraised  that  ground  itself  at  $50  per  foot? 

Mr.  Hensey.  Yes,  sir ;  we  appraised  the  ground  and  the  building.  The 
building  was  then  in  the  course  of  construction,  which  we  estimated  would 
cost  nearly  $30,000.  I  have  since  learned  it  cost  $31,000.  I  think  Mr.  Lipscomb, 
who  was  dn  this  present  board  with  me,  built  it  at  that  time.  We  appraised 
it  at  $50  a  foot. 

Mr.  Douglas.  That  is  over  a  year  ago? 

Mr.  Hensey.  A  year  and  a  half  ago ;  a  year  ago  last  summer. 
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Jlr.   Douglas.  That   is  an   inside   lot? 

Mr.   Henset.  Yes,   sir. 

Mr.  DoTJGLAS.  How  deep  is  it,  if  you  know? 

Mr.  Hensey.  Yes,  sir;  I  have  it  riglit  liere.  It  is  111  feet.  It  is  26  feet  4i 
inches  by  111  feet.  That  is  about  2,907  square  feet.  I  have  a  copy  of  our 
appraisement,  if  you  want  it.  We  appraised  this  and  several  other  pieces  of 
property. 

[R.,  12,  p.  096.] 

Mr.  DotjGLa.s.  Let  us  take  that ;  it  will  not  take  long. 

Mr.  Hensey.  We  appraised  it  for  .$176,000. 

Jlr.  DofGLA.s.  Just  read  that  into  the  record. 

Mr.  Hensey.  I  have  it  here.  This  appraisement  was  made  in  July,  1911. 
I  called  up  the  insurance  company  not  long  ago  and  got  this,  because  I  had 
heard  that  this  appraisement  was  in  question  too  and  had  been  criticized.  I 
asked  Mr.  Darueille  if  he  could  find  the  papers  in  the  case.  He  was  then 
secretary  of  the  board,  and  he  looked  for  them  but  could  not  find  them,  as  he 
had  changed  his  office,  so  I  called  up  the  insurance  company  and  got  these 
figures.  - 

Jlr.   Douglas.  Yon  verified   these  figures? 

Mr.    Hensey.  Yes,   sir. 

The  appraisement  was  made  July,  1911.  The  appraisers  were  Messrs.  Dar- 
ueille, Daniel,  and  Hensey.  The  property  appraised  was  for  the  Arlington 
Fire  Insurance   Co. 

Appraisement  of  Xo.  1505  Pennsylvania  Avenue,  $176,460. 

Appraisement  of  212   Four-and-a-half   Street  NW.,   $8,000. 

Appraisement  of  1401   Fifth  Street  NW.,  $8,000. 

Appraisement  of  1837  Vermont  Avenue,  $5,000. 

Appraisement  of  601  L  Street  NE.,  $3,500. 

Appraisement  of  206   Seventh  Street  SW.,  $10,500. 

Appraisement  of  3206  P  Street  NW.,  $3,000. 

This  made  a  total  of  $214,460. 

The  appraisement  of  the  Pennsylvania  Avenue  property — or  the  office  build- 
ing— was  $17(),460,  or  $60  per  square  foot,  including  the  building.  The  building 
cost  about  $30,000,  lea\'ing  nearly  $50  a  square  foot  for  the  lot  alone,  containing 
2,942   square  feet. 

Mr.  Douglas.  So  much  for  that.  Give  us  another  "  measuring  stick,"  to  use 
your   expression. 

Mr.  Hensey.  The  next  measuring  stick  was  the  Montrose. 

Mr.  DoucLAS.  That  is  at  the  comer  of  Fourteenth  and  H? 

Sir.  Hensey.  Northeast  corner  of  Fourteenth  and  H;  yes,  sir;  which  has  been 
sold  within  seven  or  eight  months  for  $51.44  per  foot.  It  was  sold  for  $172,500, 
plus  $5,000  commission,  the  purchaser  paying  the  commission  to  the  agent, 
making  $177,500,  which,  I  think,  if  divided,  makes  $51.44  per  square  foot,  as  I 
figure  it.     There  are  3,450  square  feet. 

Mr.  Douglas.  Do  you  think  the  building  is  of  any  material  consequence  in 
that   matter?. 

Mr.  Hensey.  Xo.  I  understand  it  is  to  be  torn  down,  and  I  do  not  consider 
it  of  any  value  on  that  priced  ground.  I  consider  that  also  as  a  measuring 
stick  against  my  lower  valuation  of  the  Southern  Building  Corporation  prop- 
erty at  $45  to  $50. 

Mr.  Douglas.  What  do  you  know  about  the  other  corners  of  Fourteenth 
and  H? 

Mr.  Hensey.  The  two  south  corners  are  not  for  sale,  I  understand.  I  called 
up  Mr.  Wickersham  in  regard  to  the  Walsh  property,  and  he  said  It  was  not 
on  the  market. 

Mr.  Douglas.  That  is  the  southwest  corner? 

[R.,  12,  p.  997.] 

Mr.  Hensey.  Yes,  sir.  That  Is  a  large  tract  facing  on  H  and  running  south 
to  New  York  Avenue  and  has  the  entire  frontage  on  Fourteenth  Street.  Neither 
is  the  property  to  the  east  for  sale,  which  belongs  to  the  Willard  estate.  That 
is  a  triangular  piece  of  ground  running  from  New  York  Avenue  north  to  II. 
The  Montrose  stands  on  the  nortlieast  corner,  and  at  the  northwest  comer  is 
the  property  we  have  always  called  the  Heurich  property,  but  I  understand  he 
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never  bought  It.  It  was  rumored  lie  had  bought  it.  I  understand  he  refused 
$55  a  foot  and  is  holding  it  at  $60. 

Mr.  Douglas.  State  within  what  period  of  time,  If  you  know. 

Mr.  Hen SEY.,  Within  a  year. 

Mr.  Douglas.  They  refused  $55?  That  is  the  northwest  intersection  of 
Fourteenth  and  H? 

Mr.  Hensey.  Yes,  sir. 

Mr.  Douglas.  And  on  the  same  block  with  the  Southern  Building? 

Mr.  Hensey.  Yes,  sir ;  square  220 ;  I  considered  that  also  as  a  measuring  stick. 
But  the  most  important  thing  to  my  mind  was  the  question  of  taking  the  two 
corners  of  the  Montrose  on  the  northeast  corner  of  Fourteenth  and  fl  and  the 
Shoreham  corner.  The  Shoreham  is  opposite  the  Southern  Building  Corporation 
site  and  has  a  large  tract  of  ground,  a  little  over  16,000  feet. 

Mr.  Douglas.  Before  you  go  to  the  Southern  Building  direct  let  us  see  if  you 
can  get  any  other  measuring  stick. 

Mr.  Hensey.  You  mean  before  I  go  to  the  Shoreham? 

Mr.  Douglas.  Yes;  before  you  go  to  that  immediate  intersection  of  Fifteenth 
and  H.  Let  us  go  to  the  west  of  that  intersection  and  take  the  Arlington  Hotel 
property.    What  are  the  values  in  that  section? 

Mr.  Heksey'.  I  understand  they  paid  $1,400,000  for  that  property,  which  is 
about  $24  a  foot. 

Mr.  Douglas.  How  many  feet  of  ground  are  there  in  it? 

Mr.  Hensey.  There  are  over  58,000—58,300  or  58,500,  I  do  not  know  which. 
I  have  tried  to  figure  out  that  proportion  of  it  on  the  north,  so  as  to  get  at  the 
southern  corner,  to  get  at  the  H  Street  corner. 

Mr.  Douglas.  That  is  at  the  corner  of  H  and  Vermont  Avenue? 

Mr.  Hensey.  Yes.  As  nearly  as  I  can  figure  that  that  piece  in  there  would 
come  to  a'bout  20,000  feet.    If  you  take  38,000  feet  at  $8  a  foot 

[R.,  12,  p.  998.) 

Mr.  Hensey.  Yes,  sir.  You  see  it  fronts  on  I  Street  315  feet  and  fronts  on  Ver- 
mont Avenue  349  feet,  and  it  fronts  70  feet  on  H  Street.  If  I  am  correct,  that 
would  leave  $1,092,872  for  the  H  Street  side. 

Mr.  Douglas.  How  much  is  that? 

Mr.  Hensey.  That  is  $54  a  foot. 

Mr.  Douglas.  I  hope  I  am  making  this  clear  to  the  committee,  as  I  regard 
this  of  very  great  significance.  This  is  the  sale  of  the  Arlington  Hotel  property. 
******  « 

Mr.  Douglas.  Putting  the  other  property  at  $8  a  foot  it  would  make  this 
corner  of  20,000  feet  cost  about  how  much? 

Mr.  Hensey.  $54  I  figure  it. 

Mr.  Douglas.  Suppose  you  put  the  other  property  at  $10  a  foot  and  see  how 
that  would  figure  it. 

Mr.  Geobge.  The  I  Street  end? 

Mr.  Douglas.  Yes. 

Mr.  Hensey.  That  would  be  $383,910,  if  I  am  correct,  and  $1,400,000. 

Mr.  Douglas.  That  would  be  over  a  million  dollars,  too? 

[R.,  12,  p.  999. J 

Mr.  Hensey.  Yes,  sir ;  that  is  a  little  over  $50  a  foot. 

Mr.  Douglas.  Yes,  sir.  I  do  not  want  to  tax  the  patience  of  the  committee, 
but  let  us  try  it  again.  Put  all  that  ground,  except  that  portion  you  have  cut 
out  at  the  intersection  of  Vermont  Avenue  and  H,  at  $15  a  foot. 

Mr.  Hensey.  You  mean  the  38,000  feet? 

Mr.  Douglas.  Yes. 

Mr.  Hensey.  That  is  $575,867. 

Mr.  Douglas.  See  how  much  that  leaves  for  the  20,000  feet. 

Mr.  Hensey.  That  would  leave  $824,135. 

Mr.  Douglas.  How  much  is  that  per  foot? 

Mr.  Hensey.  That  is  over  $40  per  foot. 

Mr.  Douglas.  Suppose  you  allow  $20  a  foot  for  the  I  Street  property  and 
see  what  it  figures  out. 

Mr.  Hensey.  That  would  be  $767,820. 

Mr.  Douglas.  For  that  20,000  feet  of  ground? 
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Mr.  Henbet.  Yes. 

Mr.  Douglas.  How  much  Is  that  a  foot? 

Mr.  Henset.  That  would  leave  $632,180  for  the  20,000  feet,  whith  would  bo 
a  little  over  $30  a  foot. 

Mr.  Douglas.  $31.50  a  foot? 

Mr.  Hensey.  Yes,  sir. 

Mr  Douglas.  How  much  more  valuable  would  you  say  the  Southern  Building 
corner  is  than  the  corner  we  have  been  discussing,  Mr.  Hensey? 

Ml'.  Hensey.  I  should  say — approximately? 

Mr.  Douglas.  Without  regard  to  these  figures,  what  is  the  relative  \alue  of 
the  Southern  corner  as  compared  to  that? 

Mr.  Hensey.  I  should  say  it  is  worth  at  least  $20  a  foot  more. 

Mr.  Douglas.  At  least  $20  more  per  foot? 

Mr.  Hensey.  Tes. 

Mr.  Douglas.  If  the  Chamberlain  Hotel  corner  is  held  and  can  not  be  bought 
for  less  than  $30  a  foot — the  Chamberlain  Hotel  corner  being  at  the  intersection 
of  I  and  Fifteenth,  on  the  same  block,  immediately  north  of  this  property  and 
directly  south  of  the  Bellevue  Hotel — what  light  would  that  throw  on  the  value 
of  the  Southern  Building  corner? 

Mr.  Hensey.  I  should  make  almost  the  same  comparison  of  difference. 

Mr.  Douglas.  $20? 

Mr.  Hensey.  Yes,  sir. 

Mr.  Douglas.  Which,  in  your  judgment,  is  the  more  valuable  intersection, 
Fourteenth  and  H  or  Fifteenth  and  H? 

Mr.  Hensey.  I  had  rather  thought  they  were  very  nearly  alike  in  some  re- 
spects. I  thought  there  was  a  little  more  traffic  at  Fourteenth  and  H,  but  that 
Fifteenth  and  H  had  more  prospects,  and  certainly  was  very  much  better  im- 
proved. 

Mr.  DouGL.is.  Do  you  put  them  at  about  the  same  value? 

Mr.  Hensey.  Yes. 

[R.,  12.  p.  1000.] 

Mr.  Douglas.  Jlr.  Stellwagen  said  Fifteenth  and  H  is  more  valuable  for  cer- 
tain purposes. 

Mr.  Hensey.  Yes. 

Mr.  Douglas.  You  say  for  general  purposes  they  are  about  the  same? 

Mr.  Hensey.  Yes. 

Mr.  Douglas.  Let  us  go  south  a  moment  and  take  Fifteenth  and  New  York 
Avenue,  the  corners  there. 

Mr.  Hensey.  Yes,  sir. 

Mr.  Douglas.  How  much  more  valuable  would  Mr.  Hoover's  comer  be  than 
the  Southern  Building  corner? 

Mr.  Hensey.  Of  course.  I  am  just  making  a  bird's-eye  appraisement  of  these 
things;  that  is,  I  have  not  gone  into  them  as  closely  as  I  would  if  I  were  asked 
to  appraise  that  corner  like  we  were  asked  to  appraise  the  Southern  Building. 
1  believe  Mr.  Hoover's  corner,  the  American  Security  &  Trust  property,  is 
worth  $75  a  foot. 

Mr.  Douglas.  At  any  rate,  do  you  think  his  property  is  worth  more  than  $25 
per  foot  more  than  the  Southern  Building  corner? 

Mr.  Hensey.  No,  sir;  I  do  not. 

Mr.  Douglas.  What  corner  do  you  regard  in  that  immediate  section  or  neigh- 
borhood as  the  most  valuable  in  this  city? 

Mr.  Hensey.  I  regard  the  two  corners,  the  Nairn  property  nnd  Fifteenth 

and  G. 

Mr.  Douglas.  The  Nairn  property  is  that  property  lying  south  of  New  York 
Avenue  at  the  intersection  of  Pennsylvania  Avenue? 

Mr.  Hensey.  Yes,  sir ;  the  southeast  corner  and  the  northeast  corner.  There- 
is  only  one  building  between,  and  that  is  Thompson's  drug  store.  Those  two 
corners  are  the  most  valuable  in  the  city,  in  my  opinion. 

Mr.  Douglas.  Do  you  know  what  the  Nairn  property  is  worth? 

Mr!  Hensey.  I  think  it  is  worth  between  eighty-five  and  one  hundred  dollars 

a  foot. 

Mr  Douglas.  Do  you  know  what  the  other  comer  on  the  same  block  is 
,^rth that  is,  the  Home  Life  Building,  where  the  Citizen's  Savings  Bank  is? 

Mr.  Hensey.  Yes,  sir. 
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Mr.  Douglas.  What  is  that  worth,  or  what  did  It  actually  sell  for  recently? 

Mr.  Hensey.  I  got  a  statement  from  the  cashier  that  they  paid  $319,000  for 
that  building — for  the  property ;  that  the  building  cost  $119,000  and  the  ground 
$200,000,  which  represents  over  $96  a  foot. 

Mr.  Douglas.  How  long  ago  was  that? 

Mr.  Hbnsey.  I  think  that  is  within  a  year,  Mr.  Douglas. 

Mr.  Geobge.  Which  property  is  that? 

Mr.  Douglas.  That  is  the  Home  Life  Building,  at  the  northeast  intersection 
of  6  and  Fifteenth  Streets.  The  Home  Life  Building  is  immediately  to  the 
north  of  the  new  Riggs  office  building.  There  is  a  narrow  building  there  called 
the  Home  Life  Building. 

Take  the  property  at  Fourteenth  and  G  Streets. 

Mr.  Hensey.  I  spoke  to  Mr.  Dante,  who  represents  the  Hutchins  property, 
and  he  said  the  corner  was  not  for  sale.  They  have  three  lots  there — two  inside 
lots  and  one  corner  lot ;  and  they  would  not  sell  the  corner  unless  they  sold  the 

[E.,  12,  p.  1001.] 

entire  amount.  They  have  a  frontage  of  181  or  182  feet  on  Fourteenth  Street; 
and  he  said  they  wanted  $65  a  foot  there.  They  have  about  15,000  or  16,000 
feet. 

Mr.  Douglas.  Let  us  take  the  other  comer,  known  as  the  Small  corner. 

Mr.  Hensey.  I  was  informed  he  refused  $225,000  for  It,  which  was  about  $73 
a  foot,  there  being  3,118  square  feet  in  it. 

Mr.  Douglas.  What  do  they  hold  it  at? 

Mr.  Hensey.  I  do  not  know  what  they  hold  it  at;  I  have  not  been  able  to 
find  out,  but  I  did  get  this  from  a  gentleman  who  said  he  made  the  offer  several 
years  ago  of  $225,000. 

Mr.  Douglas,  Several  years  ago? 

Mr.  Hensey.  Yes,  sir. 

Mr.  Douglas.  Tou  do  not  know  that  they  hold  it  at  over  $85  a  foot,  do  you? 

Mr.  Hensey.  No;  I  do  not. 

Mr.  Douglas.  Do  yqu  know  anything  about  New  York  Avenue  and  Fourteenth 
Street,  continuing  in  that  immediate  neighborhood? 

Mr.  Hensey.  No ;  I  don't  know  anything  about  it.  The  Walsh  property  is  not 
for  sale,  neither  is  the  Willard.  That  is,  the  two  north  comers.  I  do  not  be- 
lieve the  south  corner  is  for  sale.  One  is  the  Bond  Building,  and  the  other  is 
the  haberdashery  store. 

Mr.  Douglas.  That  covers  the  region  about  the  Southern  Building  to  the 
north,  the  east,  the  south,  and  west.  Let  us  come  now  to  the  four  corners  them- 
selves.    Give  us  what  you  think  is  the  relative  value  of  those  four  corners. 

Mr.  Hensey.  You  mean  Fifteenth  and  H  Streets? 

Mr.  Douglas.  Fifteenth  and  H  Streets;  yes. 

Mr.  Hensey.  I  should  say  there  is  a  shade  of  difference,  just  a  shade  of  dif- 
ference in  the  two  south  corners.  They  are  a  little  more  valuable,  except  the 
Southern  Building,  and  I  think  that  is  a  very  unusual  lot.  It  has  a  fine  ex- 
posure, south  and  west,  and  then  it  has  the  advantage  of  that  20-foot  all^y  to 
the  north.  They  have  practically  three  sides  for  light,  which  the  other  cor- 
ners do  not  have. 

Mr.  Douglas.  Does  that  alley  add  much  to  the  value  of  the  ground? 

Mr.  Hensey.  It  certainly  ought  to  be  considered  in  its  valuation. 

Mr.  Douglas.  That  alley  runs  all  the  way  through  to  Fourteenth  Street? 

Mr.  Hensey.  Yes,  sir. 

Mr.  Douglas.  Paved? 

Mr.  Hensey,  Yes,  sir. 

Mr.  Douglas.  What  with? 

Mr.  Hensey.  It  is  a  20-foot  alley  and  well  paved;  nicely  paved. 

Mr.  Douglas.  What  have  you  to  say  about  the  size  of  the  lot,  as  to  whether 
it  adds  to  or  subtracts  from  its  value. 

Mr.  Hensey.  I  think  it  is  an  ideally  sliaped  lot.  If  you  could  get  one  of  the 
smaller  corners  there  it  is  a  question  whether  you  could  fill  out  and  get  such 
a  shape  as  that.  I  doubt  it.  I  do  not  know  of  any  for  sale.  The  Hutchins 
property  for  sale  is  182  feet  on  Fourteenth  Street,  but  it  is  only  61  feet,  I 
think,  on  G  Street,  and  then  it  jogs  out  in  the  back.  It  is  an  irregular  shaped 
piece  of  property,  which  I  should  not  think  would  be  very  advantageous  for 
building  a  large  office  building  or  hotel. 
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Mr.  Douglas.  This  is  a  fine  site  for  either  a  hotel  of  an  office  building? 
Mr.  Hensey.  An  ofiSce  building  or  store,  or  a  fine  site  for  a  hotel,  in  my 
opinion. 
Mr.  Douglas.  Is  there  any  better  site  in  Washington  for  an  office  building? 
Mr.  Henset.  I  do  not  know  of  any,  considering  the  size, 
Mr.  Douglas.  Elevation  and  everything? 
Mr.  Hensey.  And  elevation. 

In  testifying  what  valuations  other  people  had  placed  upon  the 
property,  Mr.  Hensey,  on  page  1013,  Eeport  12,  stated : 

My  partner,  Jlr.  Swartzell,  thought  it  was  worth  $45.  I  talked  with  hlni. 
He  is  in  our  company.     Mr.  Rheem  thought  it  was  worth  .$50. 

On  page  1016,  in  response  to  a  question  as  to  how  property  in  this 
neighborhood  has  appreciated  in  two  and  one-half  yoars,  Mr!  Hensey 
replied : 

I  think  it  has  doubled;  yes,  sir;  more  than  doubled.  I  think  that  is  a  great 
business  corner  there,  and  that  a  great  many  of  the  citizens  of  Wnshington  do 
not  realize  it.     That  is  one  of  the  greatest  corners  in  the  city. 

Mr.  Elridge  E.  Jordan,  a  real-estate  man  of  much  experience, 
now  president  of  United  States  Trust  Co.  (K.  12,  p.  1038),  testified 
as  follows: 

Mr.  Douglas.  Will  you  state  to  the  committee  what,  in  your  judgment,  is 
the  present  value  or  what  was  the  value  of  the  ground  upon  which  the  Southern 
Building  stands? 

Mr.  Jordan.  Approximately,  $45  a  foot,  taking  it  as  a  whole. 

Mr.  Douglas.  Would  you  mind  telling  the  committee  why  you  put  a  valua- 
tion of  $45  upon  that  land? 

Mr.  Jordan.  Principally  based  ou  the  value  of  property  iu  that  vicinity  which 
I  have  bought  and  sold. 

Mr.  Douglas.  Can  you  gi\  e  the  committee  the  benefit  of  some  instances  which 
you  might  suggest? 

Mr.  Jordan.  The  more  recent  transaction  in  which  I  was  interested  was  the 
purcliiise  of  the  Montrose  Hotel  property,  at  the  corner  of  Fourteenth  and  H 
Streets,  at  approximately  $51  a  foot.  I  do  not  regard  that  as  valuable  a  cor- 
ner as  Fifteenth  and  H  Streets  for  the  purposes  for  which  I  am  now  occupy- 
ing it. 

Mr.  Douglas.  And  for  general  purposes? 

Mr.  .Jordan.  For  an  ofliw  building  and  bank  I  should  say  Fifteenth  and  II  is 
more  desirable. 

Mr.  Douglas.  How  do  you  think  this  property  compares  in  value  with  the 
corner  to  the  south — Fifteenth  and  New  YorW*  Avenue — where  the  American 
Security  &  Trust  Co.  is  located? 

Mr.  .Jordan.  That  is  a  pretty  hard  proposition  to  .iudge,  but  I  value  and  would 
consider  that  property  to  be  worth  at  least  $]00  a  foot — the  southeast  corner  of 
Fifteenth  and  New  York  Avenue. 

Mr.  Douglas.  That  is  the  old  Nairn  property? 

Mr.  Jordan.  Yes. 

Mr.  Douglas.  $100  a  foot? 

Mr.  Jordan.  Yes. 

Mr.  Douglas.  AVhat  do  you  think  is  a  fair  valuation  for  the  properly  of  the 
National  Savings  &  Trust  Co.? 

Mr.  Jordan.  I  would  think  it  would  be  worth  at  least  $80  a  foot. 

Mr.  Douglas.  Do  you  know  the  property  known  as  the  Lenraan  Building? 

Mr.  Jordan.  I  know  only  the  lo -ation  of  the  property:  I  do  not  know  the 
number  of  square  feet. 

Mr.  Douglas.  Assuming  that  th.^y  had  an  offer  of  $130  a  foot  for  the  east 
half  of  that,  what  light  would  that  throw  upon  the  value  of  the  Southern 
Building? 

Mr.  Jordan.  I  can  not  imagine  them  having  had  an  offer  of  .VSO  a  foot.  You 
must  be  mistaken. 

Mr.  Douglas.  I  mean  $30  a  foot. 

Mr.  Jordan.  I  should  think  that  would  indicate  a  valuation  of  the  Southern 
Building  of  about  $50  a  foot. 
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Mr.  Douglas.  Do  you  know  the  property  known  as  the  Home  Life  Building, 
now  owned  by  the  Citizens  Savings  Bank? 

[E.,  12,  p.  1039.] 

Mr.  Jordan.  Yes.  I  should  say  that  is  practically  worth  as  much  as  Fif- 
teenth and  New  York  Avenue,  or  $100  a  foot. 

Mr.  Douglas.  Do  you  know  whether,  as  a  matter  of  fact,  they  paid  $100  for 
the  land  itself? 

Mr.  JoKDAN.  No;  I  do  not.  I  understood  it  came  to  $90,  but  it  Is  worth 
practically  $100.     It  is  not  quite  as  valuable  as  the  corner  this  way. 

'*  ■  *  *  «  «  *  * 

Mr.  Douglas.  Would  you  mind  telling  us  what  you  think  of  the  relative 
values  of  these  four  corners  at  Fourteenth  and  H  Streets? 

Mr.  JoEDAN.  I  would  not  think  there  would  be  more  than  $5  a  foot  difference, 
in  any  Instance,  in  the  real  estate  values,  assuming  they  are  all  the  same  size. 
That  Is  a  very  difficult  thing  to  arrive  at  on  the  corners.  I  think  the  north- 
west corner,  as  a  rule.  In  most  squares  is  most  desirable.  If  you  follow  that 
out  over  the  city,  it  will  prove  the  rule ;  but  in  this  case  I  believe  the  Southern 
Building  property,  owing  to  the  fact  of  this  business  property  all  along  H 
Street  between  Fourteenth  and  Fifteenth,  is  more  desirable  than  the  other 
property. 

Mr.  Douglas.  That  side  of  Fifteenth  Street  is  therefore  more  valuable? 

Mr.  Jordan.  Yes,  sir. 

Mr.  Douglas.  Does  the  size  of  the  lot  of  the  Southern  Building,  being  148 
by  150  feet,  make  it  more  A'aluable  or  less  valuable? 

Mr.  Jordan.  It  brings  down  the  average  value,  owing  to  the  large  size  of  the 
property. 

Mr.  Douglas.  Does  the  presence  of  the  alley  to  the  north,  a  20-foot  alley, 
paved  and  running  through  from  Fifteenth  Street  to  Fourteenth  Street,  add 
substantially  to  the  value? 

Mr.  Jordan.  It  adds  materially  to  the  value  of  the  lot  as  a  building  proposi- 
tion. 

Mr.  Douglas.  Is  there  much  business  done  now  about  the  comer  of  Fifteenth 
and  H? 

Mr.  Jordan.  I  think,  just  about  immediately  on  the  cornev,  more  than  any 
other  place  in  Washington. 

Mr.  Douglas.  You  mean  the  northeast  corner? 

Mr.  Jordan.  Yes.     I  think  It  is  one  of  the  busiest  corners  in  Washington. 
*  *  *  *  *  li.  * 

[R.,  12,  p.  1040.] 

Mr.  DouGr.AS.  I  suppose  the  number  of  people  doing  business  at  or  about  a 
given  spot  in  the  business  section  of  the  city  affects  largely  the  value  of  prop- 
erty as  business  property,  does  it  not? 

Mr.  Jordan.  Unquestionably. 

Mr.  Douglas.  Would  you  object  to  stating  about  the  total  number  of  deposi- 
tors, as  to  individual  depositors,  that  you  have  in  your  institution,  that  come  to 
that  institution? 

Mr.  Jordan.  Of  course,  we  have  branch  banks.  The  total  individual  deposi- 
tors of  our  bank  might  be  doubtful.  As  to  how  many  individual  depositors 
there  are  at  that  particular  bank,  I  could  not  say.  We  have  something  like 
50,000  depositors  in  the  banks,  Including  branches. 

Mr.  Douglas.  How  does  it  compare  with  any  other  Institution  in  Washington? 

Mr.  Jordan.  I  think  the  next  highest  would  be  about  32,000  or  33,000  indi- 
vidual depositors. 

******* 

Mr.  Douglas.  Do  you  know  the  comer  of  Sixteenth  and  I,  that  southeast 
corner,  about  which  we  had  some  inquiry  made  this  morning,  and  whether  It 
has  been  recently  sold? 

Mr.  Jordan.  I  understand  that  Charles  Henry  Butler  recently  purchased  this 
property  at  $9  a  foot.  I  may  be  mistaken,  but  he  has  some  suit  against  the 
Arlington  Hotel,  which  leads  me  to  believe  he  is  adjoining  It  on  the  west.  I 
understand  that  Is  practically  what  he  paid  for  it. 

Mr.  Douglas.  You  know  the  site  of  the  new  University  Club  Building? 

Mr.  Jordan.  Yes,  sir. 
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[E.,  12,  p.  1041.] 

Mr.  Douglas,  llr.  Jordan,  will  you  state  whetber  or  not.  iu  your  judgment, 
the  region  of  country,  say,  from  Vermont  Avenue  back  to  Fourteentli  Street 
and  down  to  G  Street,  property  is  constantly  increasing  in  value? 

Mr.  JoKDAN.  It  is  undoubtedly  increasing. 

Mr.  Douglas.  Do  you  share  the  view  expressed  by  Col.  Judson  that  this  prop- 
erty will  go  down  in  value? 

*Ir.  Jordan.  I  do  not,  and  I  do  not  know  of  any  argument  that  would  indi- 
cate his  being  correct  in  the  matter. 

Mr.  Douglas.  When  the  Southern  Building  was  started,  Mr.  Jordan,  was 
there  a  single  business  house  or  place  of  business  on  H  Street  between  Four- 
teenth Street  and  the  Southern  Building  corner,  except  the  florist  shop  of 
Blackistone? 

Mr.  JoBDAN.  I  do  not  think  there  were  many;  I  do  not  recall  just  what  was 
there. 

Mr.  Douglas.  Do  you  recall  any? 

Mr.  Jordan.  I  do  not  recall  any.    The  Cornwalls  have  bought  up  there. 
-Mr.  Douglas.  Since  the  Southern  Building  was  started? 

Mr.  Jordan.  I  think  that  was  since  the  Southern  Building  was  started;  that 
is,  before  they  started  to  building  there. 

[R.,  12,  p.  1049] 

Mr.  Redfield.  I  wish  you  would  state,  for  the  record  and  the  committee, 
what  corporations  In  which  you  are  Interested  own  such  properties,  and  state 
the  streets,  within,  let  us  say,  two  squares  of  this  locality  in  either  direction. 

Mr.  Jordan.  For  Instance,  the  Real  Estate  Trust  Co.  recently  purchased  the 
Montrose  Hotel  corner  at  the  corner  of  Fourteenth  and  H  Streets  at  approxi- 
mately $51  a  foot. 

Mr.  Redfield.  Including  the  building? 

Mr.  Jordan.  We  regard  the  building  of  no  value,  and  It  is  about  to  be  torn 
down. 

Mr.  Berger.  $51  a  foot,  did  you  say? 

Mr.  Jordan.  Yes;  the  corner  one  square  east  of  the  Southern  Building,  on 
the  same  side  of  the  street. 

Mr.  RiEDFiBLD.  What  else? 

Mr.  Jordan.  The  Commercial  National  Bank,  which  is  two  or  three  squares 
from  there,  own  the  corner  which  they  occupy. 

Mr.  Douglas.  That  Is  Fourteenth  and  G? 

Mr.  Jordan.  That  is  Fourteenth  and  G.  I  believe  we  are  carrying  It  at 
approximately  $80  a  foot. 

Mr.  Berger.  Is  that  what  you  paid  for  it? 

Mr.  Jordan.  No. 

Mr.  Berger.  You  are  carrying  it  at  that? 

Mr.  Jordan.  Tes. 

Mr.  Berger.  You  are  holding  it  for  that? 

Mr.  Jordan.  Yes ;  that  is  what  they  are  carrying  it  at  on  their  books. 

Mr.  Redfield.  That  is  what  you  value  it  at  on  your  books? 

Mr.  Jordan.  Yes. 

Mr.  Redfield.  Anything  else? 

Mr.  Jordan.  You  want  to  know  only  the  properties  which  I  have  bought  or 
sold  or  am  personally  interested  in? 

Mr.  Redfield.  Yes.  tt  -^  .,    o*.  *  „ 

Mr  Jordan.  The  Bond  Building  property  is  ovmed  by  the  United  btates 
Trust  Co  That  is  at  the  comer  of  Fourteenth  and  New  York  Avenue,  and  we 
paid  $737,500  for  that  property  a  few  years  ago,  and  we  are  carrying  it  at 
$850000  on  the  books  of  the  trust  company.  In  my  opinion,  the  property  Is 
worth  $80  a  foot,  or  $880,000  for  the  ground  alone,  carrying  the  building  at 
nothing.  That  just  depends  on  how  you  want  to  figure  those  things  as  to  what 
valuation  you  are  going  to  put  on  them. 

Keferring  to  the  corner  of  Vermont  Avenue  and  H  Street,  where 
the  Arlington  is  located,  the  following  testimony  was  given  by  Mr. 
Jordan  (K.,  12,  p.  1053) : 

Mr.  George.  Supposing  that  the  property  there  Is  about  the  same  size  as  the 
Southern  Building  property? 
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Mr.  JoEDAN.  I  would  put  it  at  $35  to  $40  a  foot,  offhand,  taking  the  same 
sized  property. 

Mr.  Georse.  Would  you  put  the  value  of  that  property  as  high  as  the  South- 
em  Building  property? 

Mr.  JoBDAN.  No,  sir. 

Mr.  Geoege.  Why  do  you  make  a  difference? 

Mr.  Jordan.  Because  of  my  idea  of  the  demands  for  the  property.  For  In- 
stance, Fifteenth  and  H  is  distinctly  a  business  community.  It  is  especlallj 
suitable  for  most  any  class  of  business — ofllces  or  banks  or  grocery  store  oi 
haberdashery  or  barber  shop  or  anything  else. 

Mr.  George.  And  is  worth  how  much  more? 

Mr.  Jordan.  Therefore  I  should  think  it  would  be  worth  at  least  $10  a  fool 
more  than  the  other  property,  taking  it  as  an  actual  corner  place. 

[R.,   12,  p.   1054.] 

Mr.  Jordan  (referring  to  property  on  which  is  situated  the  W^ilkins  Building) 
That  is  on  H  Street,  between  Fifteenth  and  Sixteenth  or  Fifteen1:h  and  Vermon 
Avenue,  just  the  other  side  of  the  Union  Trust  Co.  They  are  paying  up  there  ai 
high  as  $25  a  foot,  as  I  understand  it,  for  interior  property,  away  up  in  the  mid 
die  of  the  square. 

Mr.  George.  The  Southern  Building  square? 

Mr.  Jordan.  No,  sir;  the  Union  Trust  Co.  square,  between  the  Union  Trus 
Co.  and  the  Cosmos  Club.     *     *     * 

Mr.  George.  What  value  do  you  put  on  the  site  of  the  Union  Trust  Co.  ? 

Mr.  Jordan.  I  think  it  would  be  worth  $50  a  foot.  It  certainly  should  bi 
worth  $50  a  foot. 

*  *  ^  *  *  *  * 

Mr.  George  (referring  to  Union  Trust  Co.  lot).  Ic  is  a  narrower  lot? 

Mr.  Jordan.  I  think  a  lot  60  or  75  feet  on  H  Street  would  be  a  narrow  lot. 

Mr.  George.  I  say,  this  is  a  narrower  lot  than  the  Southern  Bulding  lot. 

Mr.  Jordan.  Yes,  sir ;  it  is,  on  that  side. 

Mr.  George.  What  about  the  Shoreham  Hotel  property? 

Mr.  Jordan.  I  put  that  at  $50  a  foot. 

Mr.  George.  What  about  the  Woodward  Building? 

Mr.  Jordan.  The  same  price. 

Mr.  George.  $50  a  foot? 

Mr.  Jordan.  Yes ;  for  that  part  occupied.     I  do  not  know  that  it  would  all  b 
so,  but  I  should  think  it  would  be  about  $40  to  $45,  taking  it  as  a  whole, 
should  put  the  Woodward  Building  at  that  figure. 

fR.,  12,  p.  1055.] 

Mr.  George.  There  is  a  20-foot  alley  on  the  north  side  of  the  Southern  Builc 
ing,  is  there  not? 

]\ir.  Jordan.  Yes,  sir ;  and  that  Is  naturally  a  very  good  advantage  to  a  builc 
Ing.    It  gives  light  and  air  space  and  fire  protection. 

In  the  testimony  of  Mr.  E.  H.  Daniel,  a  real  estate  expert  in  th 
city  of  Washington,  the  following  occurs  (E.,  12,  p.  1058)  : 

Mr.  Douglas.  In  the  last  five  or  six  years  the  Union  Trust  Building,  tb 
Woodward  Building,  and  the  Southern  Building,  all  three,  have  been  put  o 
that  corner,  and  the  Shoreham  Hotel  Building  renovated  and  cousiderab] 
money  spent  upon  It? 

Mr.  Daniel.  Since  the  time  I  had  the  option? 

Mr.  Douglas.  Yes. 

Mr.  Daniel.  Since  the  time  I  had  the  option  the  Southern  Building  and  tt 
Woodward  Building  have  been  erected.     I  will  not  be  certain  about  the  Unio 
Trust  Building,  but  the  Shoreham  Building  was  already  in  use  as  a  hotel, 
believe. 

Mr.  Douglas.  Since  that  time  their  building  has  been  extensively  and  e: 
pensively  renovated? 

Mr.  Daniel.  Yes. 

Mr.  Douglas.  The  same  thing  has  occurred  to  the  old  Normandie,  which  lii 
one  block  north  of  that,  on  the  same  corner  corresponding  with  the  Souther: 
on  I  Street? 
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Mr.  Daniel.  Yes. 

Mr.  Douglas.  Mr.  Daniel,  will  you  give  to  the  committee  your  views,  as  a 
real  estate  expert,  as  to  the  conservative  value  of  the  land  on  which  the  South- 
ern Building  is  located? 

Mr.  Daniel.  I  consider  the  site  on  which  the  Southern  Building  is  located  to 
be  worth  between  $45  and  $50 — nearer  $50. 

Mr.  Douglas.  Nearer  $50  than  $45? 

Mr.  Daniel.  Yes.  I  feel  it  is  impossible  to  fix  an  arbitrary  point  of  value; 
that  is  to  say,  $46.25,  or  even  $46;  but  it  is  around  about  the  figure  of  $48,  in 
my  opinion. 

Mr.  Douglas.  State  in  your  own  way,  Mr.  Daniel,  if  you  can,  the  reasons  for 
your  faith  and  belief  in  that  value. 

Mr.  Daniel.  One  element  which  enters  into  what  I  might  call  my  decision  is 
the  fact  that  about  a  year  ago,  or  a  little  more  than  a  year  ago,  I  was  called 
upon,  in  connection  with  two  other  gentlemen,  to  appraise  the  holdings  of  the 
Arlington  Fire  Insurance  Co.,  among  which  was  a  building  and  site  located  on 
the  north  side  of  Pennsylvania  Avenue,  right  opposite  the  Treasury  Depart- 
ment, and  in  appraising  that  building  it  became  necessary  and  right  to  investi- 
gate values  in  that  immediate  and  surrounding  neighborhood.  At  that  time 
we  took  into  consideration  all  the  sales  of  properties  known  at  that  time,  the 
prices  at  which  properties  in  that  neighborhood  were  held,  the  income  being 
paid  upon  properties  in  that  neighborhood,  and  so  on,  and  the  probable  direction 
in  which  business  would  advance.  I  had  had  knowledge,  or  have  now  knowl- 
edge, of  sales  which  have  taken  place  within  a  reasonable  distance,  and  with 
those  things  in  mind  I  have  arrived  at  what  I  consider  to  be  a  very  fair  and 
just  opinion  as  to  the  value. 

Mr.  Douglas.  How  would  you  compare  Fourteenth  and  H  Streets  with 
Fifteenth  and  H  Streets'.' 

Mr.  Daniel.  I  think  Fifteenth  and  H  is  more  valuable  than  Fourteenth 
and  H. 

[R..  12.  p.  1059.] 

Mr.  Douglas.  You  do'.' 

Mr.  Daniel.  Yes ;  I  do. 

Mr.  Douglas.  The  property  at  Fourteenth  and  H  has  about  doubled  in  value 
in  the  lust  three  or  four  years  itself,  has  it  not? 

Mr.  Daniel.  Yes,  sir;  it  has. 

Mr.  Dougla.s.  Is  it  your  opinion  that  property  at  Fifteenth  and  I-I  Streets, 
or  in  that  general  region  or  section  of  the  city,  will  increase  or  decrease  in  value 
in  the  next  two  or  three  or  four  or  five  or  six  years? 

Mr.  Daniel.  I  think  it  will  increase. 

Mr.  E.  H.  Goldsborougli,  'who  for  a  number  of  years  was  actively 
engaged  in  the  real-estate  business,  and  handled  a  great  deal  of  real 
estate,  testified  (R.,  13,  p.  1063)  that  he  valued  the  lot  at  $50  a  foot, 
and — 

If  I  were  advising  a  client  to  purchase  that  ground  or  had  a  client  who  had 
the  money  to  make  an  investment  looking  to  its  potential  value,  looking  at  the 
subject  by  and  large,  and  it  was  vacant,  I  would  not  hesitate  to  recommend 
buying  that  at  $50  a  foot. 

In  regard  to  the  Chamberlin  property,  at  the  corner  of  Fifteenth 
and  I  Streets,  Mr.  Goldsborough  testified  as  follo-ws  (R.,  13,  p.  1064)  : 

Mr.  Douglas.  Do  you  know  what  is  the  lowest  price  at  which  that  property 
can  be  bought? 

Mr.  Goldsborough.  I  made  inquiry  with  reference  to  that  property  for  a 
client  some  time  ago,  and  I  found  that  it  was  held  at  $30  a  foot.  I  had  a  client 
who  was  interested  in  the  property. 

Mr.  Geokge.  'What  was  that?    Did  you  say  $20? 

Mr.   GOLDSBOKOUGH.      $30. 

Mr.  Douglas.  How  much  more  valuable,  in  your  opinion,  is  the  Southern 
Building  corner  than  the  Chamberlin  Hotel  corner? 

Mr.  Goldsborough.  It  is  very  much  more  valuable.  I  am  inclined  to  think 
that  it  is  nearly  twice  as  valuable.    Anyway,  it  is  easily  worth  a  third  more. 

Mr.  Douglas.  How  do  you  think  the  Southern  Building  site  compares  with 
the  other  corners  at  that  intersection? 


INVESTIGATION   OF   INSTJBANCE   COMPANIES.  1953 

Mr.  GoLDSBOEouGH.  The  thoroughfare  there,  the  thoroughfare  part  of  the 
street  is  the  north  side,  and  In  point  of  fact — perhaps  you  have  noticed  it — the 
north  side  is  the  valuable  side  of  business  streets  here.  For  instance,  it  is  the 
most  valuable  part  of  F  Street ;  it  is  the  most  valuable  part  of  G  Street ;  it  is 
the  most  valuably  side  of  the  Avenue ;  and  it  so  happens  in  this  particular  case 
there  is  a  continuous  community  or  colony,  so  to  speak,  that  continues  the  de- 
velopment of  the  north  side  of  H  Street  from  Fourteenth  Street  to  Pennsyl- 
vania Avenue.  Of  course,  it  is  also  the  introduction  to  a  great  thoroughfare 
now  on  Connecticut  Avenue,  which  runs  into  H  near  Seventeenth  Street. 

Mr.  Douglas.  Take  Fifteenth  Street.  Is  not  the  chief  thoroughfare  of 
Fifteenth  Street  on  the  east  side,  going  down,  instead  of  on  the  west  side? 

Mr.  GoLDSBOKOTJGH.  It  is.  On  the  west  side  of  Fifteenth  Street  you  run  into 
the  Government  reservation — the  Treasury.  Business  development  ends  at 
Eiggs  Bank,  and  beyond  that  is  the  Treasury  and  the  public  grounds. 

Mr.  Douglas.  And  then  going  north? 

Mr.  GoLDSBOEOUGH.  Then  going  west  from  Riggs  Bank  the  Government  owns 
all  of  the  balance  of  that  square,  and  beyond  you  have  another  large  govern- 
mental reservation — a  park  there. 

Mr.  Douglas.  Then  going  north  upon  Fifteenth  Street,  the  west  side  of 
Fifteenth  Street,  along  up  by  the  Shoreham  runs  into  the  Government  reserva- 
tion there  to? 

Mr.  GoLDSBOBouQH.  Tes. 

Mr.  Douglas.  Known  as  McPherson  Square? 

[R.,  JS,  D.  1065.] 

Mr.  Douglas.  Mr.  Goldsborough,  there  is  a  20-foot  alley  to  the  north  of  the 
Southern  Building.    Does  that  add  materially  to  the  value  of  the  ground? 

Mr    GoLDSBOEOUGH.  What  is  that? 

Mr.  Douglas.  There  is  a  20-foot  alley,  you  know. 

Mr.  GoLDSBOEOUGH.  Oh,  yes;  that  adds  materially  to  the  value  of  it,  because 
it  practically  makes  the  north  side  a  corner  also,  and  for  light  and  air  and  for 
all  the  purposes  of  the  building,  getting  in  fuel,  freight,  and  one  thing  and 
another. 

Mr.  Douglas.  Is  there  any  other  site  in  Washington  more  desirable  for  aa 
office  building  than  the  Southern? 

Mr.  GOLDSBOEOUGH.  I  would  say  it  is  a  fact  in  the  financial  district,  in  the 
Wall  Street  portion,  or  Fifteenth  Street  portion,  there  are,  I  think,  nine  cor- 
ners. There  are  four  at  the  corner,  of  course,  of  H  and  Fifteenth.  One  is 
occupied  by  the  Shoreham,  the  other  by  the  Union  Trust  Co.,  the  other  by  the 
Woodward  Building,  and,  of  course,  the  fourth  by  the  Southern  Building.  Then 
going  south,  you  come  to  the  corner  of  New  York  Avenue,  Pennsylvania  Avenue, 
and  Fifteenth  Street,  and  there  you  have  three  corners — the  Riggs  Bank  corner, 
the  National  Safe  Deposit  corner,  and  the  Nairn  estate  corner.  That  is  where 
Mr.  Thompson's  drug  store  is.  Going  still  farther  south  you  have  the  two 
comers  of  G  Street,  and  still  farther  south  one  corner  of  F  Street.  The  other 
comer  as  yet,  as  a  matter  of  fact,  has  never  been  developed  in  a  financial  way. 

Mr.  Douglas.  The  last  one  is  where  Caf6  Republique  is  situated? 

Mr.  GOLDSBOEOUGH.  The  old  Corcoran  Building;  yes.  And  there  is  a  little 
cul-de-sac  there,  anyway — that  is,  from  Fourteenth  to  Fifteenth  Street,  on  F — 
created  by  the  fact  that  the  railway  runs  on  Fourteenth  Street,  and  the  general 
trend  of  business  is  on  Fourteenth,  around  from  F,  rather  than  on  Fifteenth 
Street. 

[E.,  13,  p.  1066.1 

Mr.  Douglas.  And  the  corners  you  have  named,  do  you  regard  them  to  be 
the  most  valuable  corners  in  Washington? 

Mr.  Goldsbobough.  They  are. 

Mr.  Douglas.  Then  you  do  not  regard  the  corners  of  Fourteenth  and  H  as 
being  as  valuable  as  those  at  Fifteenth  and  H? 

Mr.  GoLDSBOEOUGH.  No,  sir ;  I  do  not. 

Mr.  Douglas.  Would  you  regard  the  Southern  Building  more  valuable,  for 
example,  than  the  Montrose,  on  the  northeast  corner  of  Fourteenth  and  H  ? 

Mr.  GOLDSBOEOUGH.  Oh,  very  much  more  valuable. 

Mr.  Douglas.  And  more  valuable  than  the  Blaekistone  corner,  at  the  same 
intersection,  on  the  northwest? 
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Mr.  GOLDSBOKOUGH.  Yes,  sir. 

Mr.  Douglas.  The  Walsh  estate  owns  the  property  running  down  Fourteenth 
Street  from  H  to  New  York  Avenue,  taking  in  those  two  corners'.' 

Mr.  GOLDSBOBOUGH.  Yes,  sir. 

Mr.  Douglas.  Have  you  any  idea  what  that  property  is  worth,  Mr.  Golds- 
borough? 

Jlr.  GOLDSBOBOUGH.  Well,  I  should  say  that  that  corner  is  easily  worth  $55 
or  $60  a  foot.     I  think  it  is  worth  more. 

Mr.  Douglas.  How  much? 

Mr.  GOLDSBOBOUGH.  It  is  worth  over  $50  a  foot. 

Mr.  DOUGLAS.  Do  you  know  what  Mr.  Walsh  paid  for  that  Oxford  corner, 
years  ago? 

Mr.  GOLDSBOBOUGH.  My  recollection  is,  but  I  will  not  state  that  very  posi- 
tively— of  course,  I  think  it  is  a  matter  of  record.  I  think  the  purchase  price 
of  Mr.  Welsh's  properties  were  all  stated  in  the  deeds;  I  think  it  was  over  $40 
a  foot. 

Mr.  George.  How  long  ago? 

Mr.  GOLDSBOBOUGH.  That  was  7  or  8  years  ago.  It  has  been  longer  than  that. 
I  can  refresh  my  memory  about  that.     It  may  have  been  8  or  10  years  ago. 

Mr.  Douglas.  Could  that  property  of  the  Walsh  estate  that  f^ces  on  New 
York  Avenue,  Fourteenth  Street  and  H  Street,  be  bought  for  anything  around 
$75  or  $80  a  foot? 

Mr.  GOLDSBOBOUGH.  New  York  Avenue? 

Mr.  Douglas.  You  know  the  Walsh  estate  owns  a  little  insignificant  building 
lying  to  the  west  of  Fourteenth  Street,  to  the  north  of  New  York  Avenue,  and 
to  the  south  of  H  Street? 

Mr.  GOLDSBOBOUGH.  No,  sir.  I  will  say  that  I  had  occasion  two  years  ago — 
I  had  a  client  who  wanted  to  get  a  flrst-class  location  in  the  heart  of  the  busi- 
ness section  of  the  city  for  a  public  building,  and  I  endeavored  very  hard  to 
get  Mr.  Walsh,  or  the  people  who  represent  him,  to  put  a  price  on  that  ground. 
I  think  the  price  was  $75  a  foot. 

Mr.  Geokge.  Is  that  the  piece  of  property  that  has  on  it  a  one-story  building? 

Mr.  GOLDSBOBOUGH.  Yes ;  the  Fox  Building. 

Mr.  Geoege.  a  lunch  room  at  the  corner  called  the  White  House  Lunch? 

Mr.  GOLDSBOBOUGH.  Yes,  sir ;  that  is  the  property. 

Mr.  Douglas.  Did  they  not  refuse  $75  a  foot? 

[E.,  13,  p.  1067.] 

Mr.  GOLDSBOBOUGH.  Yes ;  and  I  will  say  that  among  other  properties  I  looked 
at  was  a  property  just  this  side  of  the  Union  Trust  Building. 

Mr.  Douglas.  That  is  the  old  Herald  Building  property? 

Mr.  GOLDSBOBOUGH.  The  old  Herald  Building  there.  They  wanted  $35  a  foot 
for  that. 

[E.,  13,  p.  1069.] 

Mr.  Pbouty.  Speaking  of  the  advance  of  property  in  the  business  districts  of 
this  city,  do  you  know  of  any  property  that  has  increased  in  value  250  per  cent 
within  the  last  three  and  a  half  years? 

Mr.  GOLDSBOBOUGH.  Two  hundred  and  fifty  per  cent  within  the  past  three 
and  a  half  years? 

Mr.  Pbouty.  Yes ;  in  the  business  districts. 

Mr.  GOLDSBOBOUGH.  I  Can  not  say  offhand  that  I  do;  but  I  do  know  that  there 
has  been  a  very  rapid  increase  in  values  in  this  particualr  section  within  the 
last  three  or  four  years  or  five  years.  Up  to  five  years  ago  the  higher  values 
were  around  F  Street  and  G  Street  and  in  the  lower  portion  of  Fifteenth  Street 
around  about  the  Riggs  Bank.  Everybody  knew  that  ultimately  values  would 
Increase  further  to  the  north,  but  there  was  no  movement,  no  actual  movement, 
there  until  a  little  later  on  when  the  Union  Trust  Co.  bought  that  corner.  That 
stimulated  the  demand  for  property  in  that  direction,  and  there  has  been  a  very 
rapid  advance  since  then.  I  tried  myself  to  buy  this  property  a  number  of 
times  for  a  well-known  man  here,  and  a  very  wealthy  man,  and  I  am  familiar 
with  the  progress  of  prices  there  by  reason  of  the  fact  that  I  have  had  occasion 
to  consider  it. 

Again,  in  explaining  the  rise  in  values  in  and  around  the  intersec- 
tions of  Fifteenth  and  H  Streets,  Mr.  Goldsborough,  in  reply  to  a 
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question  as  to  the  reason  for  the  increase  in  value  of  property,  said 
(R.,  13,  p.  1071)  : 

Yes;  arwi  tlie  values  there  have  largely  increased  because  of  the  demand  for 
financial  purposes  of  choice  ground  in  that  district. 

[R.,   lo,   p.   1072.] 

Mr.  George.  Which  corner  would  you  say  was  the  most  ^•alunble  corner  at 
the  intersection  of  H  Street  and  Fifteenth  Street? 

Mr.  GoLDSBOEOUGH.  The  Southern  Building,  beyond  doubt,  I  think. 

Mr.  George.  You  said  that  the  north  side  is  more  valuable  than  the  south 
side? 

Mr.  Goldsborough.  Of  course,  the  Shoreham  would  be  approximately  of  the 
same  value,  but  that  has  not  the  alley  back  of  it. 

Mr.  George.  What  per  square  foot  value  would  you  put  on  the  Southern 
Building  property? 

Mr.  Goldsborough.  $50  a  foot. 

Mr.  George.  And  $50  on  the  Shoreham  land  also? 

Mr.  Goldseorottgh.  Yes,  sir. 

Mr.  George.  What  about  the  other  two  corners,  on  the  south  side? 

Mr.  Goldsborough.  The  difference  in  value  would  not  be  very  great,  but  I 
should  think  that  that  side  was  worth  $5  or  $10  a  foot,  anyway,  more — probably 
$10. 

[E.,   13,   p.    1073.] 

Mr.  George.  The  north  side? 

Mr.  Goldsborough.  Yes.  That  would  be  about,  say,  12,  15,  or  20  per  cent; 
somewhere  between  10  and  20  per  cent. 

PR.,   13,   p.   1075.] 

Mr.  George.  What  I  want  to  know  is  how  you  come  to  this  $50  a  foot  for  the 
Southern  Building  property.  I  am  very  anxious  to  know  how  you  do  that.  I 
want  you  to  show  me.  If  you  can  show  me  by  the  sale  of  inside  property  on 
H  Street  or  on  Fifteenth  Street  in  that  block,  why  that  will  throw  some  light 
on  the  subject. 

Mr.  Goldsborough.  I  understand  that  $50  a  foot  was  offered  for  the  Shore- 
ham corner.  The  opposite  end  of  the  square  on  Fourteenth  Street,  the  old 
Montrose  Building,  I  know  was  sold  for  $51  a  foot.  I  know  that  the  corner 
opposite  that,  owned  by  the  Walsh  estate,  is  valued  around  those  figures  or 
higher,  and  I  do  know  that  there  has  been  a  great  deal  of  demand  for  property 
in  that  block — in  that  entire  block. 

Mr.  James  H.  Taylor  testified  (R.,  13,  pp.  1087-1088)  that  he  is  the 
attorney  for  the  Fernando  Wood  estate,  which  owns  the  Chamberlin 
Hotel  site  at  the  corner  of  Fifteenth  and  I  Streets,  and  that  the 
lowest  price  at  which  that  corner  can  be  bought  is  $110,000,  which 
is  about  $32  per  square  foot.  And  Mr.  Taylor  stated  that  the  owners 
had  priced  said  property  at  $100,000,  and  last  spring,  after  having 
seen  the  Woodward  Building  and  the  Southern  Building  and  the 
Union  Trust  Building,  had  put  up  the  price  to  $110,000  as  the  lowest 
figure  they  could  accept  for  it. 

Mr.  E.  W.  Beall,  vice  president  of  the  real  estate  firm  of  Moore  & 
Hill  (Inc.),  located  in  the  Woodward  Building,  testified  (E.,  13,  p. 
1090) : 

Mr.  Douglas.  Mr.  Beall,  I  will  ask  you  preliminarily,  if  you  know  of  any 
section  in  Washington,  in  your  lifetime,  that  has  built  up  so  rapidly,  and  in 
which  the  values  have  increased  so  rapidly,  as  the  intersection  of  Fifteenth 
and  H  Streets,  and  thereabouts,  or  as  that  neighborhood  has  Increased  in  the 
last  three  or  four  years? 

Mr.  Beall.  I  do  not. 

Mr.  Beall  also  testified  to  the  many  business  concerns  that  had 
moved  into  this  neighborhood  during  the  past  two  or  three  years, 
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and  also  stated  (E.,  13,  p.  1092)  that  before  the  Southern  Building 
was  erected  there  was  not  a  single  store  between  Blaclristone's  corner 
and  the  Fifteenth  and  H  Street  corner  on  either  side  of  the  street 
between  Fourteenth  and  Fifteenth,  except  an  antique  place  that  had 
an  auction  business. 

At  page  1093  Mr.  Beall  states  that  in  his  judgment  $45  per  square 
foot  is  a  fair,  conservative  value  for  the  land  upon  which  the  South- 
ern Building  is  situated. 

Mr.  Beall  further  testified  (E.,  13,  pp.  1093-1094)  as  follows : 

Mr.  Douglas.  In  your  judgment,  will  tlie  land  upon  which  the  Southern 
Building  is  located  increase  or  decrease  in  value  in  the  next  3  or  4  or  5  or  10 
years? 

MV.  Be^ll.  The  Washington  business  section  is  spreading,  and  it  seems  to  be 
going  in  that  direction  a  good  deal,  and  it  should  greatly  enhance  in  value. 

Mr.  DoTJGLAS.  I  will  ask  you,  Mr.  Beall,  if  the  growth  in  that  direction  is  not 
considerably  circumscribed  by  the  presence  of  two  parks — one  called  McPherson 
Square,  commencing  at  the  intersection  of  I  and  Fifteenth  Streets,  and  the 
other  just  one  block  away  from  the  Southern  Building,  where  you  come  in  con- 
tact with  Jackson  Place? 

Mr.  Beall.  Yes;  the  trend,  to  a  certain  extent,  will  be  stopped  on  account  of 
those  two  parks  and  will  be  somewhat  hedged  in  by  Mr.  John  E.  McLean's 
holdings.  The  building  is  probably  too  good  to  be  torn  down,  and  he  will 
probably  not  sell  any  of  his  holdings  there. 

Mr.  Douglas.  It  takes  that  property  practically  out  of  the  market? 

Mr.  Beall.  And  it  therefore  would  take  that  property  practically  out  of  the 
market. 

Mr.  Douglas.  Will  the  building  of  the  New  Arlington  Hotel  tend  to  increase 
or  lower  the  value  of  property  In  that  region  of  the  city? 

Mr.  Beall.  It  should  increase  the  value  of  property  all  about  it. 

Mr.  Douglas.  How  would  you  compare  Fourteenth  and  H  Streets  with  Fif- 
teenth and  H  Streets? 

Mr.  Beall.  When  we  take  the  general  rule,  that  property  Is  more  valuable  on 
G  Street  and  Fifteenth  Street  than  it  is  on  G  Street  and  Fourteenth  Street, 
and  more  valuable  at  Fifteenth  and  New  York  Avenue  than  Fourteenth  and 
New  York  Avenue,  it  seems  to  me  it  would  be  fair  to  say  that  the  corner  of 
Fifteenth  and  H  Streets  should  be  more  valuable  than  the  corner  at  Fourteenth 
and  H  Streets. 

Mr.  Douglas.  It  has  high  class  and  more  expensive  Improvements? 

Mr.  Beall.  The  most  expensive  Improvements  in  the  city. 

Mr.  Douglas.  Has  not  that  section  shown  more  rapid  and  substantial  increase 
in  value  and  has  not  the  attention  of  the  community  been  focused  upon  that  cor- 
ner and  that  intersection  more  than  Fourteenth  and  H  Streets? 

Mr.  Beall.  Yes. 

Mr.  Douglas.  There  is  no  real  first-class  improvement  on  either  of  the  four 
corners  at  Fourteenth  and  H  Streets,  is  there? 

Mr.  Beall.  No  ;  no  improvement  to  speak  of. 

Mr.  Douglas.  Did  you  ever  have  occasion  to  appraise  this  property  for  any- 
one before  the  Gommercial  Fire  Insurance  Co.  and  the  First  National  Fire  In- 
surance Co.  bought  it  or  the  stock? 

Mr.  Beall.  I  really  do  not  know  when  the  companies  bought  the  building. 
A  gentleman  whom  I  knew  called  me  up  one  evening  and  asked  me  if  I  would 
appraise  the  ground  upon  which  the  Southern  Building  was  located;  that  the 
insurance  company  or  companies,  of  which  he  was  a  director,  desired  probably 
to  acquire  the  Southern  Building. 

Mr  Douglas.  That  is  a  confidential  letter  he  wrote  you? 

Mr.  Beall.  No;  it  was  a  call  over  the  telephone.  He  asked  me  if  I  would 
advise  him  in  a  confidential  manner  of  what  I  thought  the  ground  was  worth ; 
that  he  would  like  to  have  my  opinion  on  it.  After  taking  some  time  to  go  over 
the  matter  the  next  day,  looking  up  and  going  over  in  my  mind  the  prices  that  I 
understood  were  reliable  at  which  sales  had  been  made,  and  the  use  to  which 
this  lot  had  been  put,  being  the  maximum  use  to  which  a  business  site  could  be 
put,  I  said  that  in  my  opinion  the  ground  was  worth  $45  per  square  foot. 

Mr.  Douglas.  Did  you  write  him  a  letter  to  that  effect? 
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Mr.  BEi\LL.  Yes,  sir. 

Mr.  Douglas.  Have  you  a  copy  of  tliat  letter  with  you? 

*  *  *  *  I"  ^  ,      * 

Mr.  Douglas.  To  whom  was  this  letter  written? 
Mr.  Beall.  Hon.  Ashley  M.  Gould,  associate  justice. 

The  following  is  from  record,  13,  page  1099 : 

Mr.  Redfibld.  Have  there  been  any  actual  transactions,  to  your  linowledge, 
at  any  of  these  values,  such  as  you  have  described? 

Mr.  Beall.  There  are  no  other  corners  about  Washington  with  the  potential 
possibilities  that  these  four  corners  have  at  Fifteenth  and  H  Streets.  If  you 
were  to  attempt  to  purchase  ground  the  size  of  this  block,  I  doubt  very  seriously 
if  you  would  be  able  to  buy  it  except  at  a  very  much  higher  price  than 
$45  per  square  foot  on  any  corner  upon  Fifteenth  Street  or  Fourteenth  Street, 
from  the  north  side  of  F  Street  to  H  Street,  except  barely  pdssibly  either  of  the 
north  corners  of  H  and  Fourteenth  Streets. 

[R.,  13,  p.  1104.] 

Mr.  Douglas.  Mr.  Beall,  with  reference  to  the  question  jus'  aslied  by  Judge 
Prouty,  I  think  you  answered  in  substance  before,  but  I  will  ask  you  again  if 
It  la  not  true  that  In  this  immediate  neighborhood — what  people  call  here  the 
Washington  Wall  Street — there  have  been  phenomenal  advances  in  prices  in 
those  four  squares  right  around  the  intersection  of  Fifteenth  and  H? 

Mr.  Beall.  Yes;  there  haVe. 

Mr.  Douglas.  Really  phenomenal  Increases? 

Mr.  Beall.  Yes. 

Mr.  A.  S.  Gardiner,  of  the  real  estate  firm  of  Gardiner  &  Dent 
(Inc.),  located  at  No.  812  Fourteenth  Street,  in  the  same  block  as 
the  Southern  Building,  stated  (E.,  14,  p.  1150)  : 

I  might  say  that  previous  to  the  time  this  property  was  sold  there  was  prac- 
tically no  business  in  this  particular  location.  Since  that  time  the  business  of 
Washington  has  located  within  a  few  blocks  of  this ;  in  fact,  there  is  more 
located  within  a  block  of  it  than  in,  I  should  judge,  40  years  previous  to  that 
time. 

And  on  page  1154,  record,  14,  the  following  is  found : 

Mr.  Redeield.  Upon  what  do  you  base  your  belief  in  the  Increasing  value  of 
real  estate  over  the  prices  you  now  put  upon  it  in  this  particular  locality  that 
we  have  under  discussion? 

Mr.  Gahdinek.  Because  of  the  steady  improvements  that  are  being  made 
there,  the  very  valuable  improvements  that  are  going  up  in  this  particular 
location,  such  a  class  of  improvements  that  will  be  too  good  to  tear  down,  and 
for  that  reason  will  remain  permanent  investments. 

On  page  1157  Mr.  Gardiner  stated  that  he  puts  a  value  of  $45 
per  square  foot  on  the  Southern  Building  property. 

Mr.  Lewis  P.  Shoemaker  testified  that  he  had  been  engaged  in  the 
real  estate  business  in  Washington  since  1876,  and  that  his  office  is 
now  located  in  the  Southern  Building.  He  further  testified  as  fol- 
lows (E.,  14,  pp.  1167-1168)  : 

Of  course,  having  been  in  the  business  as  long  as  I  have,  I  have  naturally 
had  an  opportunity  to  observe  independent  of  transactions  with  which  I  may 
have  been  connected.  I  have  served  as  appraiser  In  large  estates'  and  on  com- 
missions to  sell  property,  and  things  of  that  kind.  I  am  not  going  to  pose  as  an 
expert,  however. 

I  find  that  the  property  at  the  corner  of  Fifteenth  and  H  Streets  has  be- 
yond question,  in  my  opinion,  greatly  enhanced  in  value  in  the  last  few  years, 
largely  due  to  the  fact,  if  not  exclusively  due  to  the  facN  that  business  Is 
going  that  way. 

I  feel  that  I  foresaw  It  several  years  ago,  when  I  used  to  talk  to  Mr.  James 
M.  Johnston,  vice  president  of  the  Riggs  Bank,  and  we  both  agreed  we  ought 
to  go  up  there  and  buy  some  property.    I  do  not  think  either  of  us  bought  It, 
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but  we  had  undoubted  confidence  in  the  future  of  the  locality.  And  just  as 
residences  have  gone  out  Massachusetts  Avenue  and  laud  has  attained  fabulous 
prices  because  of  the  fashion  and  the  desire  of  rich  people  for  It,  so  it  has  gone 
up  on  Fourteenth  Street,  or  out  H  Street;  and  so  it  will,  in  my  opinion,  con- 
tinue to  go. 

While  I  value  tlie  corner  at  Fifteenth  and  H  Streets  at  $45  a  foot,  I  feel 
that  at  that  price  it  is  much  less  per  foot  than  other  property  the  value  olT 
which  has  been  testified  to,  and  vsMth  reference  to  which  the  conimittei'  is  thor- 
oughly familiar.  The  Fourteenth  Street  and  New  York  Avenue,  the  Fifteenth 
Street  and  New  York  Avenue,  the  Fifteenth  and  H  Streets,  and  along  the  line 
of  F  Street,  that  is  all  property  that  could  be  valued  at  a  higher  price  than 
Fifteenth  and  H  Streets  to-day;  and  yet  I  am  of  the  opinion  that  the  situation 
is  such  that  greater  values  will  be  attained  along  up  in  that  location  even  than 
exist  i:t  the  present  lime. 

In  other  words,  there  is  more  speculation,  in  my  opinion,  in  property  right  at 
Fifteenth  and  H  Streets  at  $45  per  foot  than  there  is  in  some  of  these  higher- 
priced  properties  in  other  locations. 

Mr.  Douglas.  Xou  think  $45  is  a  conser\  ative  appraisement  for  that  property? 

Mr.  Shoemaker.  I  do ;  and  I  think  in  tlie  next  two  years  it  will  be  very  much 
higher. 

Mr.  Douglas.  Gentlemen,  I  submit  Mr.  Shoemaker  to  the  committee  for  cross- 
examination. 

[R.  14.  p.  1168.] 

Mr.  SiioEMAKEB.  I  looked  around  in  surrounding  localities,  and  I  have  a  little 
sketch  here.  I  wanted  to  prepare  myself  as  well  as  I  could  independent  of  any 
general  information  I  might  possess.  When  I  find  that  property  down  there  on 
Fifteenth  Street,  interior  lots,  held  at  $40;  the  bank  property  at  $75,  which  I 
believe  was  stated  by  the  banker  himself;  Hendriclcson's  building  across  the 
street  at  $40 ;  down  on  Fourteenth  Street,  $65 ;  at  Fourteenth  and  F  Streets, 
sold  for  $76,  iind  so  on  throughout  other  localities  in  that  immediate  vicinity. 

Mr.  Redfield.  Any  questions,  Mr.  George? 

Mr.  Geokge.  Do  you  think  $45  is  a  fair  valuation  for  that  property  now  per 
square  foot? 

Mr.  Shoemakeb.  Yes,  sir;  I  think  it  has  a  future  at  that  price.  A  question 
was  asked  a  moment  ago  as  to  why  this  property  increased  so  much,  and 

Mr.  William  B.  Hibbs,  the  principal  member  of  the  firm  of  W.  B. 
Hibbs  &  Co.,  brokers,  with  offices  in  the  Hibbs  Building,  owned  by 
themselves,  on  Fifteenth  Street,  in  the  block  between  New  York 
Avenue  and  H  Streets,  testified  (R.,  14,  p.  1169)  that  he  bought  the 
land  upon  which  his  office  is  located  about  six  years  ago  and  that  it 
cost  him  between  $19  and  $20  per  square  foot;  that  in  the  settlement 
of  some  accounts  it  has  since  been  appraised  in  the  neighborhood  of 
$40,  and  that  he  would  not  sell  that  property  for  $50  a  foot  if  it  were 
vacant. 

Asked  as  to  what  he  thought  a  fair  value  for  the  ground  itself  upon 
which  the  Southern  Building  is  located,  Mr.  Hibbs  said  (R.,  14, 
p.  1170)  : 

X  should  certainly  say  that  $42  to  $43  would  be  a  very  fair  valuation.  I  made 
some  inquiries  since  this  hearing  has  been  going  on  just  to  see  what  the  values 
were  in  the  immediate  vicinity,  particularly  in  the  block  where  I  own  some  prop- 
erty, and  I  found  that  there  was  nothing  to  be  had  at  less  than  that,  and  they 
were  inside  lots,  and  I  considered  this  corner  about  as  good  a  corner  as  there 
"  is  in  Washington. 

Mr.  Douglas.  As  good  a  corner  as  there  is  in  Washington? 

Mr.  Hibbs.  Yes. 

Mr.  Douglas.  Reference  has  been  made  to  the  presence  of  two  parks,  going 
west  and  northwest  from  that  section.  There  is,  one  block  away,  McPherson 
Square  to  the  northwest  and  Jackson  Place  to  the  west.  State  to  the  committee 
what  effect  those  two  parks  would  have  on  the  question  of  business  property, 
especially  for  financial  purposes,  going  west  or  northwest  from  there.  Do  not 
those  parks  very  much  retard  the  growth  of  the  city  in  a  business  way  in  those 
two  directions? 
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Mr.  HiBBs.  The  financial  center  is  very  much  congested  there,  and  I  attribute 
a  good  deal  of  it  to  the  park  boundaries  there.  They  would  nuturally  have  the 
same  effect  on  shops  or  things  of  that  kind.  The  value  of  this  particular  corner, 
in  my  judgment,  Is  on  account  of  the  great  number  of  people  who  pass  there 
and  with  the  business  so  closely  in  proximity  to  it.  I  think  the  improvement  of 
the  Shoreham  Hotel  and  the  prospect  of  the  Arlington  Hotel,  and  the  character 
of  the  improvements  that  are  generally  going  on  there,  have  all  added  to  the 
value.  I  think  the  very  fact  that  the  trust  company  and  the  progressive  people 
who  are  going  ahead  and  doing  things  have  centered  there  and  located  in  it  has 
added  value  to  it  since  they  have  come  into  possession. 

Mr.  William  J.  Sullivan  testified  that  he  is  engaged  in  the  real 
estate  business,  with  offices  in  the  Southern  Building,  and  that  in  a 
number  of  cases  he  has  testified  as  expert  for  the  District  of  Columbia 
in  grade  damage  cases  in  and  around  the  Union  Station,  and  that  he 
is  at  present  testifying  for  the  individual  owners  of  various  proper- 
ties being  condemned  in  and  around  the  Union  Station.  He  further 
testified  as  follows  (E.,  14,  p.  1174)  : 

Mr.  Douglas.  Mr.  Sullivan,  first  tell  us  what,  in  your  judgment,  is  a  con- 
servative appraisal  of  the  land  of  the  Southern  Building. 

Mr.  Stjlliv.\n.  I  place  a  valuation  of  $50  a  foot  on  the  land  to-daj-. 

Mr.  Douglas.  On  the  land  to-day? 

Mr.  Sullivan.  Yes.  sir. 

Mr.  Douglas.  Do  you  really  think  it  is  worth  that  to-day? 
Mr.  Sullivan.  I  do.  I  think  if  the  improvements  were  oft',  with  the  other 
three  corners  improved  as  they  are,  stable  as  they  are,  that  there  would  be  a 
ready  market  for  that  property  at  $50  a.  foot.  The  corner  is  adaptable  for  other 
uses  than  the  present  improvement.  It  might  be  used  for  a  hotel  site  or  for  a 
large  department  store  or  for  such  a  character  of  improvement  as  you  have 
there  now. 

Mr.  Douglas.  You  say  it  would  be  worth  that  if  the  building  w:is  not  on 
the  land  at  all? 

Mr.  Sullivan.  Yes,  sir ;  with  the  corners  improved  as  they  are.  You  have 
the  handsome  improvements  on  the  three  other  corners.  You  have  the  Wood- 
ward Building  on  the  southeast  corner,  an  office  building;  you  have  on  the 
northwest  corner  the  shoreham  Hotel,  and  on  the  southwest  corner  the  home 
of  the  Union  Trust  Co. — and,  by  the  way,  that  trust  company  saw  fit  to  come 
up  into  this  neighborhood  and  leave  one  of  the  finest  bank  homes  in  Washi;igton„ 

Mr.  Douglas.  You  mean  next  door  to  the  Willard? 

Mr.  Sullivan.  Knowing  and  seeing  to-day,  as  I  saw  when  I  selected  my 
office  in  this  building,  that  it  is  right  in  the  heart  of  the  financial  district,  and 
near,  I  might  say,  the  American  Security  &  Trust  Co.,  another  large  institu« 
tion,  one  of  the  best  institutions  in  town. 

Mr.  Douglas.  The  American  Security  &  Trust  Co.  moved  from 

Mr. Sullivan  (interposing).  From  Fourteenth  Street, right  across  from  my  old 
office,  and  built  a  magnificent  home  at  the  corner  of  Fifteenth  and  New  York 
Avenue. 

Mr.  Douglas.  And  the  Union  Trust  moved  from  a  home  which  it  had  built 
next  to  the  New  Willard  Hotel? 

Mr.  Sullivan.  No.  1414  F  Street,  adjoining  the  Willard  Hotel,  in  which  Mr. 
Stellwagen  is  interested. 

In  citing  instances  of  the  rapid  rise  of  values  of  property  in  the 
neighborhood,  Mr.  Sullivan  mentioned  the  property  bought  by  the 
present  Secretary  of  the  Navy  on  H  Street,  between  Fourteenth  and 
Fifteenth,  next  to  the  Maryland  Building,  where  half  of  the  property 
recently  sold  at  a  figure  in  excess  of  the  price  he  paid  for  all  of  it. 
(E.,  14,  p.  1176.) 

Mr.  Herbert  E.  Brown,  an  expert  real  estate  man,  called  in  behalf 
of  the  committee,  testified  as  follows  (E.,  15,  p.  1118-1121)  : 

Mr.  Bbown.  I  have  paid  special  attention  to  the  trend  of  values  throughout 
the  business  section  especially  lying  west  of  Ninth  Street  and  running  into  the 
vicinity  of  the  Southern  Building,  and  from  there  westward,  cxen  to  Connecticut 
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Avenue.  It  is  evident  to  any  person  wlio  is  examining  the  trend  of  values  in 
that  section  that  they  have  been  tending  toward  the  crest  in  the  neighborhood 
of  G  Street  and  Fifteenth  on  the  south  and  Fifteenth  and  H  on  the  north. 
Those  two  points  seem  to  indicate  the  crest  of  values. 

Mr.  Douglas.  Fifteenth  and  what 

Mr.  Bbown.  Fifteenth  and  H  on  the  north. 

Mr.  Douglas.  And  where  on  the  south? 

Mr.  Bkown.  Fifteenth  and  G. 

Mr.  Douglas.  Fifteenth  and  G? 

Mr.  Brown.  Yes,  sir.  Those  values  are  still  advancing  and  will  continue  to 
advance  with  the  development  of  those  regions.  Speaking  first  of  Fifteenth 
and  G,  the  recent  purchase  there  of  what  is  known  as  the  Home  Life  Building 
by  interests  affiliated  with  the  Citizens  Savings  Bank  shows  values  close  to  a 
hundred  dollars  a  foot  for  that  corner,  and  I  ha^e  been  informed  by  Mr. 
Walters,  who  is  actively  iutereswa  in  the  Citizens  Savings  Bank,  thiit  they 
stand  ready  to  pay  $100  a  foot 

Mr.  Dou<!LAS  (Interposing).  Keady  to  do  what? 

Mr.  Bro«n.  To  pay  $100  a  foot  for  the  remaining  land  included  in  the  Thomp- 
son Building,  cir  where  the  Thompson  drug  store  is,  and  the  Nairn  property, 
if  they  can  ever  get  the  two  in  a  single  holding;  and  that  is  recognition  of  the 
value  of  plottage  in  very  valuable  property  of  that  character,  that  if  enough 
can  be  gotten  together  to  justify  the  erection  of  a  modern  building  of  sufficient 
size  to  be  chanicteristically  a  modern  structure,  there  is  great  increment  in 
the  value  of  the  ground  from  the  very  fact  of  the  plottage,  from  the  very  fact 
of  the  assembling  of  that  much  property  formerly  held  in  separated  holdings 
into  a  snigle  holding.  I  think  that  perhaps  is  exemplified  even  in  a  more 
marked  deijree  in  the  transaction  involved  in  the  purchase  of  the  Arlington 
Hotel  site. 

Mr.  Johnson.  Is  this  man  whom  you  have  .iust  mentioned — I  do  not  recall 
the  name 

Mr.  Bhown.  Jlr.  Walters. 

Mr.  Johnson.  Is  he  financially  able  to  carry  out  a  financial  transaction  of 
that  size? 

Mr.  Brown.  He  and  his  associates  unquestionably  are.  The  Arlington  Hotel 
site  is  a  more  mnrked  example.  There  were  perhaps  10  separate  parcels,  as 
shown  on  the  plat  book,  involved  in  the  Arlington  Hotel  site,  although  they 
were,  at  the  time  of  the  sale,  held  in  a  single  holding.  One  would  start,  for  in- 
stance, on  I  Street,  and  take  one  of  the  inside  lots ;  if  that  were  to  be  purchased 
as  a  .separate  lot,  one  would  be  paying  perhaps  an  excessive  price  for  it  if  they 
paid  as  high  as  $7  a  foot,  as  a  separate  lot,  because  as  a  separate  lot  it  has  no 
distinctive  high  value ;  it  could  only  be  used  for  a  small  building ;  but  the  mo- 
ment it  is  sunk  and  merged  into  the  rest  of  the  lots  involving  the  Arlington 
Hotel  site  it  becomes  worth  two  or  three  times  as  much  as  it  was  before  and 
shares  in  the  value  which  has  been  described,  of  $24.50  a  foot  for  the  entire  site. 
So,  in  judging  a  portion  of  the  Arlington  Hotel  site  as  a  part  of  a  composite  site, 
you  have  to  judge  it  as  part  of  a  composite  site  and  not  as  a  separate  lot. 
Now,  coming  back  to  the  Southern  Building  site,  we  find  the  same  condition; 
an  unusually  economical  lot  in  area  and  in  proportions,  in  location,  to  make  it, 
in  my  judgment,  more  valuable  per  foot  than  the  diagonally  opposite  lot  of  the 
Union  Trust  Co.,  which,  to  my  judgment,  does  not  begin  to  present  the  advan- 
tages of  the  Southern  Building  site.  The  owners  of  the  Union  Trust  Building 
themselves  seem  to  have  much  the  same  idea,  as  exemplified  in  their  operations, 
for  they  have  bought  the  adjacent  property  on  H  Street,  in  order  to  make  their 
holding  a  more  economical  holding,  of  better  shape,  and  of  better  jiroportions. 

Mr.  Douglas.  They  bought  how  many  feet,  do  you  remember? 

Mr.  Brown.  I  do  not  know  just  what  the  lot  is. 

Mr.  Douglas.  Fifty  or  sixty  feet? 

Mr.  Beown.  But  I  do  know  that  they  have  extended  their  property  hold- 
ings in  that  direction.  In  the  view  of  modern  construction  operations,  it  requires 
a  holding  of  upward  of  20,000  feet  in  the  city  of  Washington  to  make  a  really 
ideal  office  building  site.  The  big  oflice  building  is  to-day  a  sort  of  a  small 
city,  and,  within  certain  ranges  of  size,  the  larger  the  lot  the  better,  because 
you  bring  more  businesses  and  more  professions  and  more  occupations  together 
at  one  point,  and  it  is  that  community  of  interests  which  is  thereby  established 
which  adds  very  largely  to  the  value  of  a  location.  Now,  if  we  started  back  in 
the  history  of  the  Southern  Building,  at  the  time  of  its  acquisition  from  the 
church  people — from  the  church  authorities — its  value  could  have  been  held 
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down  to  some  price  approximating  its  purchase,  if  it  had  been  badly  used.  If 
an  inadequate  building  had  been  placed  there,  and  if  it  had  been  split  up  into 
several  small  holdings,  why,  it  would  have  stamped  that  neighborhood,  so  far 
as  the  use  of  that  site  was  concerned,  of  low  grade.  Instead  of  that,  we  find  a 
very  valuable  building,  exemplifying  a  high  style  of  architecture  and  of  utility, 
placed  there,  and  the  very  erection  of  the  building  itself  not  only  .idded  to  the 
value  of  all  other  property  converging  on  that  point,  but  it  also  naturally  must 
have  added  in  no  small  degree  to  the  value  of  the  site  itself,  because  it  further 
stamped  the  location  with  high-class  buildings  and  with  high-class  businesses. 
To  what  extent  that  value  may  increase  in  the  future  can  be  predicated  upon 
what  will  be  developed,  we  will  say,  first,  on  the  erection  of  the  Arlington  Hotel, 
and,  second,  from  the  future  of  the  square  of  which  the  Shoreham  is  a  part. 
If,  with  the  building  of  the  Arlington  Hotel,  the  Shoreham  ceases  to  pay  as  a 
hotel,  it  is  quite  evident  that  its  fate  is  to  be  merged  with  the  rest  of  the  square, 
and  it  is  generally  believed  in  financial  circles,  although  no  testimony  has  been 
adduced  to  that  effect,  that  it  will  eventually  fall  into  the  hands  of  Mr.  McLean, 
who  owns  the  entire  rest  of  the  square,  and  that  then  that  entire  square  wlU 
be  probably  sold  and  developed  for  a  large  department  store,  and  that  would 
seem  to  be  the  future  of  next  five  or  six  years.  In  that  case  that  entire  square 
occupied  by  the  Shoreham  Hotel  and  McLean  properties  would  be  worth  $45 
or  $50  a  foot,  and  a  convenient  corner  like  the  Southern  Building  would  be  apt 
to  go  about  $75  a  foot.  I  should  say,  without  question,  it  would  grow  to  $75 
a  foot. 

Mr.  DoTTGLAS.  What  do  you  think  is  the  present  value  of  the  Southern  site? 

Mr.  Beown.  Why,  I  should  say  it  was  somewhere  between  $45  and  $50. 
Pretty  elose  up  to  $50. 

Mr.  Douglas.  Ton  think  that  is  conservative,  do  you? 

Mr.  Brown.  Oh,  it  is  very  conservative.  It  is  advancing  so  rapidly  that  any 
price  that  might  be  stated  now  would  be  a  low  price  in  a  year  from  now. 

Mr.  Douglas.  Mr.  Brown,  putting  it  at  $45  a  foot,  and  taking  the  sale  price 
of  it  from  the  church  four  years  ago,  which  was  in  January,  1909,  I  believe  that 
would  be  an  increase,  at  $45  a  foot,  of  $27  a  foot,  which  would  be  150  per  cent. 
Do  you  consider,  taking  into  account  the  surrounding  conditions,  that  that  is 
unusual  or  remarkable? 

Mr.  Beown.  No ;  but  I  think  the  church  sold  it  at  a  low  price. 

Mr.  Douglas.  You  think  the  church  sold  the  property" at  a  low  price? 

Mr.  Beown.  Yes ;  I  think  they  sold  under  conditions  which  failed  to-  realize 
as  much  as  could  have  be'en  realized  for  the  property,  but  I  would  not  consider 
150  per  cent  advance  at  all  remarkable. 

Mr.  Douglas.  I  suppose,  Mr.  Brown,  in  reaching  your  conclusion,  you  have 
taken  into  account  the  sales  of  property  and  the  prices  at  which  they  are  held 
from  all  four  points  of  the  compass,  recokoning  from  the  Southern  Building 
corner  intersection  there? 

Mr.  Beown.  Well,  I  have  really  started  more  from  Fifteenth  and  G  Streets 
and  followed  the  wave  of  values  as  they  have  worked  up  to  and  past  the 
Southern  Building,  rather  than  taking  Fifteenth  and  H  as  my  initial  point 

Mr.  Douglas.  You  have  taken  as  a  central  point  Fifteenth  and  G' 

Mr.  Beown.  Yes. 

Mr.  Douglas,  br  Fifteenth  and  New  York  Avenue' 

Mr.  Beown.  Yes;  I  have  worked  from  there  north,  rather  than  working  from 
the  Southern  Building  site  as  the  first  point  of  contact. 

[R.,  55,  p.  3222.] 

Mr.  Douglas.  Mr  Brown,  taking  this  modern  method  of  appraising  prooertv 
and  app lymg  it  to  the  existence  of  an  alley  on  one  side  of  a  propeft^-^not  a 
blind  alley  but  one  which  runs  through  from  street  to  street-how  is  tha^ 
anX?  ''^'"^"°°  ''  """^  "^"°  ^  '"'  '"•^"'''  °'  the'presenci  of  such 

Mr.  Beown.  An  alley  Is  considered  as  merely  a  minor  streel-  it-  is  a  r,„Kn., 
utility,  and,  like  all  public  utilities,  reflects  far  morfthanfts  value  as  a  private 

oTr ^d:  rtKSn-B°u^S- ad^dV^TheTf^rof^^^^ 

In  other  words,  if  furnishes  t^efo^C-nXuZ.Ve^  ortharsid^e^anfa 
71391— No.  27—13 3 
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minor  thoroughfare  all  the  way  through  to  Fourteenth,  and  more  particularly 
it  furnishes  the  easement  of  light  and  air  for  a  9-story  building;  and  I  am 
quite  strongly  inclined  to  the  opinion  that  you  could  add  from  75  to  80  per  cent 
to  the  value  of  the  alley,  if  it  were  privately  held,  to  the  value  of  the  Southern 
Building  site  on  account  of  its  access  and  particularly  ou  account  of  the  ease- 
ment for  light  and  air.  Supposing  it  were  not  there;  suppose  you  had  a  blind 
wall.  Why,  that  side  of  the  Southern  Building,  if  it  were  to  be  rebuit,  would 
have  to  have  serious  deep  insets  in  to  furnish  light  and  air  to  that  side  of  the 
building. 

******* 

|U..  1.-,,  p.  ii;l'4.] 

Mr.  Douglas  (interposing).  Considering  its  size,  the  presence  of  the  alley, 
and  every  other  thing  that  enters  into  it,  how  would  you  compare  those  four 
corners — the  Shoreham  Hotel,  the  Southern,  the  Union  Trust  Co.,  and  the 
Woodward  Building? 

Mr.  Brown.  Why,  the  Southeru  Building  has  much  the  better  location.  It 
has  the  better  outlook.  It  faces  to  the  south  and  west,  which,  I  think,  is  n  great 
advantage.  It  has  the  alley.  It  is  the  better  sized  lot;  in  other  words,  an 
office  building  of  that  size  brings  together  a  larger  community  of  interests  than 
is  possible  on  either  of  the  other  three  sites.  I  should  say  that  the  Southeru 
had  the  better  location,  the  better  size,  and  the  better  iid.iacent  conditions. 

Mr.  Douglas.  And,  specifically,  the  substantial  advantage  of  the  alley? 

Mr.  Brown.  Oh,  yes;  the  very  great  advantage. 

Mr.  Douglas.  Your  judgment  is  that  in  fl\-e  years  that  proijerty  will  be 
worth  $75  a  foot? 

Mr.  Brown.  It  depends  on  what  happens  to  the  .\XcLetin  square. 

Mr.  Douglas.  Yes? 

Mr.  Brown.  If  that  McLean  square  is  adequately  improved,  I  should  say 
beyond  question  it  will  go  to  $75  a  foot. 

It  is  respectfully  submitted  that  the  evidence  iihove  detailed,  com- 
pcsed  as  it  is  of  the  testimony  of  real  estate  experts,  whose  knowl- 
edge and  ability  and  integrity  can  not  be  assailed,  is  practically  in- 
c'ontnivertible,  and  should  establish  in  the  minds  of  any  fair-minded 
jury  unanimously  the  fact  that  the  land  upon  which  the  Southern 
Building  is  located  is  actually  worth  from  $4.5  to  $50  per  square  foot, 
which  is  more  than  necessary  to  sustain  the  appraisal;  and  when 
viewed  and  contrasted  with  the  character  and  amount  of  the  evidence 
that  the  assiduous  instigators  of  the  investigation  were  able  to  pro- 
duce against  the  appraisement  it  should  be  accepted  as  absolute  proof. 

Although  the  burden  of  proof  would  naturally  fall  upon  those 
attempting  to  overthrow  an  aijpraisement  legally  and  orderly  made, 
yet  the  entire  evidence  on  that  side  as  to  the  value  of  the  land  consists 
of  testimony  of  but  four  witnesses,  Messrs.  Edward  J.  Stellwagen, 
Charles  J.  Bell,  C.  C.  Glover,  and  William  D.  Hoover. 

No  two  of  the  numerous  witnesses  produced  in  support  of  the  ap- 
praisement, as  might  have  been  expected  of  men  merely  voicing  opin- 
ions, gave  testimony  coinciding  in  all  respects  upon  the  ^alue  of  the 
properties  inquired  into,  but  a  singlar  thing  is  noticed  among  these 
four  witnesses  for  the  prosecution,  which  becomes  more  noticeable 
as  they  all  disclaim  any  expert  knowledge  of  real  estate  values, 
namely,  that  each  and  every  one  of  them  asserts  as  his  opinion  that 
the  land  is  worth  the  same  figure — $30  per  square  foot.  This  point  is 
worthy  of  a  moment's  emphasis,  for,  to  say  the  least,  the  coincidence 
is  singular. 

Again,  the  committee's  attention  is  directed  to  the  fact  that  each 
and  every  one  of  these  four  gentlemen  is,  either  for  himself  or  for 
the  corporation  of  which  he  is  president,  an  owner  of  large  values 
of  real  estate  within  the  financial  district  in  blocks  immediately 
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adjoining  the  Southern  Building,  and  that  these  holdings  have  been 
and  are  enjoying  to  a  very  considerable  extent  immunity  from  taxa- 
tion; and  that,  as  already  intimated  by  Col.  Jiidson  (E.,  — ),  who 
attempted  to  confine  his  action  to  the  Southern  Building,  an  increase 
in  assessments  and  taxation  in  this  neighborhood  is  imminent;  and 
that  any  large  increase  in  the  assessment  of  the  Southern  Building 
property,  such  as  ought  to  follow  a  $2,000,000  appraisement,  will 
necessarily  (unless  blinded  by  its  engineer  commissioner,  all  reason 
shall  have  fled  from  the  District  government)  entail  a  correspond- 
ing increase  in  taxation  upon  each  and  every  one  of  said  witnesses. 
Furthermore,  it  is  even  more  worthy  of  comment  that  any  bona  fide 
opinion  that  any  one  of  the  said  four  witnesses  may  entertain  neces- 
sarily finds  lodgment  in  a  mind  whose  natural  bent  and  attitude  is 
that  of  the  safe  and  conservative  lender  of  money,  a  banker  whose 
very  business  it  is  and  has  been  for  a  long  period  of  time  to  belittle 
and  underrate  values  so  that  unexceptionable  margins  in  value  shall 
be  secured  as  securitj^  for  the  loans  he  makes  for  his  institution  and 
in  trust  for  others.  Attention  m^iy  alsb  be  called  to  the  fact  that 
there  is  no  suspicion  of  partisan  character  or  any  self-interest  attach- 
ing to  anj^  one  of  the  witnesses  in  support  of  the  appraisement;  while 
the  evidence  shows  that  Mr.  Stellwagen,  prompted  by  Mr.  Bell,  two 
of  the  four  witnesses  above  mentioned,  instigated  and  in  affect 
"  fathered "  this  inquiry,  carrying  the  matter  to  the  District  Com- 
missioners and  being  largely  responsible  for  the  animus  of  the  engi- 
neer commissioner,  with  which  last  the  record  reeks. 

If  we  should  credit  Mr.  Stellwagen  with  an  ordinary  amount  of 
the  frailties  of  human  nature,  it  would  scarcely  be  surprising  to  find 
that  his  mind  was  influenced  against  the  two  insurance  companies. 
In  addition  to  the  circumstances  hereinabove  called  attention  to,  it 
is  in  evidence  that  he  is  the  president  of  the  Thomas  J.  Fisher  Co., 
which  company  handles  a  very  large  amount  of  fire  insurance,  and 
that  the  rates  for  insurance  charged  by  the  two  companies  under 
investigation  are  considerably  lower  than  those  charged  by  the 
companies  which  the  Thomas  J.  Fisher  Co.  represents.  Also,  there 
is  located  in  the  most  prominent  portion  of  the  Southern  Building 
the  United  States  Trust  Co.,  a  corporation  which  has  recently  much 
outgrown  the  Union  Trust  Co.  (of  which  Mr.  Stellwagen  is  also 
president)  in  amount  of  deposits,  number  of  depositors,  and  listed 
value  of  stock,  and  it  is  common  knowledge  that  he  entertains  feel- 
ings of  no  great  affection  toward  this  corporation.  Also,  since  the 
Southern  Building  was  opened,  as  Mr.  Stellwagen  states  in  his  own 
testimony,  about  35  of  his  tenants  have  moved  from  the  Union  Trust 
Building  to  the  newer  building  and  left  vacant  offices  on  his  hands. 

The  utter  lack  of  trustworthiness  of  Mr.  Stellwagen's  testimony 
that  ttie  land  upon  which  the  Southern  Building  is  located  is  worth 
only  $30  per  square  foot  is  further  shown  by  comparisons  made  with 
other  properties.  He  states,  for  instance,  that  the  property  at  the 
intersection  of  Fifteenth  and  H  Streets  is  more  valuable  than  that 
at  the  intersection  of  Fourteenth  and  H  Streets.  (R.,  3,  p.  326.) 
Then,  we  find  (R.,  12,  pp.  996,  1038)  that  the  northeast  corner  of 
Fourteenth  and  H  Streets  (Montrose  Hotel)  has  been  actually  sold 
for  $51  per  square  foot  and  that  the  improvements  thereon  are  negligi- 
ble and  are  to  be  removed  (R.,  14,  p.  1159).  Next  we  find  that  the 
northwest  corner  of  the  Fourteenth  and  H  Streets  intersection,  as 
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Mr.  Hensev  testifies  (E.,  12,  p.  997),  is  held  at  $60  per  square  foot, 
after  the  owners  have  refused  $55  per  squai-e  foot  for  same.  Then. 
we  learn  l>y  the  testimony  of  Mr.  Gardmer  (R.,  14,  p.  1148)  that 
his  inside  lot  on  Fourteenth  Street,  just  off  the  corner  of  Fourteenth 
and  H  Streets,  Xo.  812  Fourteenth,  cost  two  years  ago  $35  per 
.square  foot  and  that  $40  per  square  foot  has  since  been  declined  for 
same,  which  would  indicate  that  the  northwest  corner  of  Fourteenth 
and  H  Streets  should  be  worth  in  the  neighborhood  of  $60  per 
square  foot.  Also,  it  is  noted  that  Mr.  Goldsborough  (R.,  13,  p. 
1066)  placed  a  valuation  on  the  southwest  corner  of  Fourteenth  and 
H  Streets  of  over  $50  per  square  foot. 

Again,  Mr.  Stellwagen  gave  as  his  opinion  that  the  three  adjoin- 
ing lots  situated  on  Fifteenth  Street  near  New  York  Avenue  and  H, 
owned  by  AY.  H.  Hibbs  &  Co.,  Swartzell,  Rheem  &  Hensey,  and 
— -  Y'alker,  were  each  worth  $25  per  square  foot.  (R.,  3,  p.  330.) 
This  is  followed  by  Mr.  Hibbs's  swearing  that  the  first  of  these  lots 
has  been  appraised  at  $40  per  square  foot,  that  he  would  not  take 
$50  for  same  without  the  building,  and  that  nothing  is  to  be  had  in 
(he  block  for  less  than  $42  or  $43  per  square  foot  (R.,  14,  pp.  1169- 
1170) ;  and  by  ^Mr.  Hensey,  who  testified  that  the  value  of  the  second 
of  the.se  lots,  owned  by  his  company,  is  $40  per  square  foot  (R.,  12, 
p.  994) ,  that  the  Walker  lot  is  held  at  $50  per  foot,  and  that  nothing 
is  io  be  bought  in  the  block  for  less  than  $40.  Also,  Mr.  Stellwagen 
expressed  the  opinion  that  the  Herald  Building  property  was  worth 
$25  per  square  foot  (R.,  3,  p.  329),  while  Mr.  Goldsborough  himself 
offered  $35  for  same  without  being  able  to  buy  it  (R.,  13,  p.  1073). 
Mr.  Stellwagen  further  testified  that  property  on  corners  of  Fif- 
teenth and  H  Streets,  in  his  opinion,  was  worth  morth  than  that  at 
Fourteenth  and  New  York  Avenue  (R.,  3,  p.  325),  while  Mr.  Hen- 
sev's  testimonv  followed  that  the  southwest  corner  of  Fourteenth  and 
New  York  Avenue  is  worth  $65  to  $70  (R.,  12,  p.  1030),  and  Mr. 
Jordan  testified  that  the  same  corner  at  same  intersection  is  worth 
$80  (R.,  12,  pp.  1049  and  1050),  and  Mr.  Bell  testified  that  the  north- 
west corner  was  worth  from  $50  to  $75  (R.,  4,  p.  394),  and  Mr. 
Goldsborough  testified  that  $75  per  square  foot  had  been  declined 
for  the  northeast  corner  (R.,  13,  p.  1066). 

If  anything  could  be  added  to  make  Mr.  Stellwagen  change  his 
mind  in  regard  to  the  Southern  Building  land,  it  would  probably  be 
an  expression  of  his  own  opinion.  And  here  the  analysis  of  his  own 
statement  as  to  the  Shoreham  corner  just  across  the  street  from  the 
Southern  Building  is  in  effect  just  such  an  expression.  For  instance, 
he  said  (R.,  3,  p.  300)  that  $800,000  had  been  offered  for  the  Shore- 
ham  property,  that  it  was  now  under  option,  he  understood,  at 
$900,000,  that  he  regarded  the  building  thereon  of  very  little  value, 
and  it  was  "  time  for  it  to  come  off  "  (R.,  3,  p.  301) ,  and  that  it  was 
no  better  than  the  Southern  Building  corner  (R.,  3,  p.  322),  and 
that  the  Southern  lot  was  admirable  in  shape  (R.,  3,  p.  300) .  Tak- 
ing, then,  the  lower  figure  of  $800,000  as  the  value  of  the  Shnreham 
property,  as  Mr.  Stellwagen  would  admit,  this  would  bring  the  land 
at  that  corner,  which  is  "no  better  than  the  Southern  Building 
corner,"  to  more  than  $50  per  square  foot. 

Mr.  Glover  placed  a  valuation  on  the  Shoreham  comer  of  $60 
per  square  foot.  (R.,  4,  p.  415.)  Therefore,  if  Mr.  Stellwagen  is 
correct  in  his  views  just  quoted,  the  deduction  is  that  Mr.  Glover 
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should  place  a  valuation  of  $60  per  square  foot  on  the  Southern 
Building  lot,  which  would  be  about  $15  higher  than  the  appraise- 
ment figures.  Mr.  Glover's  testimonj'',  generally,  is  fairly  consistent 
in  giving  low  valuations  to  various  properties,  but  it  is  easily  proved 
that  his  valuations  are  too  low.  For  instance,  he  valued  the  Lenman 
property  at  $25  per  square  foot  (R.,  4,  p.  417),  while  Mr.  Hoover, 
who  is  the  president  of  the  company  owning  the  land,  testified  that  he 
was  holding  it  at  $44.40  per  square  foot,  after  having  been  offered 
$30  therefor  (E.,  5,  p.  491). 

Mr.  Bell  is  scarcely  as  consistent  as  Mr.  Glover,  but  only  a  moment 
is  necessary  to  convince  the  reader  that  he  is,  as  he  says,  not  a  real- 
estate  expert.  For  example,  he  values  the  Nairn  property,  at 
Fifteenth  and  New  York  Avenue,  at  $50  to  $60  per  square  foot  (R., 
3,  p.  395),  whereas  there  is  scarcely  a  business  man  in  Washington 
too  dormant  to  know,  as  this  record  proves,  that  it  is  the  most  valu- 
able property  in  the  city,  and  worth  $90  or  $100.  (See  Mr.  Hoover's 
figure  of  $90,  E.,  5,  p.  471 ;  Mr.  Hensey's  of  $85  to  $100,  R.,  12,  p. 
1000;  Mr.  Goldsborough's  of  $100,  R.,  13,  p.  1074;  Mr.  Jordan's  of 
$100,  R.,  12,  p.  1038;  and  Mr.  Stellwagen's  of  $100,  R.,  3,  p.  326.) 
And  Mr.  Bell  further  states  that  the  same  Lenman  property,  which 
Mr.  Hoover  has  refused  $30  for  and  is  holding  at  $44.40,  is  not  worth 
$20  per  square  foot  (R.,  3,  p.  323),  and  that  the  Southern  Building 
land  is  worth  $5  or  $10  more  than  said.  Lenman  property. 

Likewise,  Mr.  Hoover's  figures  will  scarcely  bear  analysis  nor  are 
they  consistent,  as  seen  in  his  valuation  of  the  Lenman  property  at 
$44'.40  and  the  Bond  Building  at  only  $50_  (R.,  5,  p.  491),  whereas 
Mr.  Jordan  testifies  that  the  owner  is  carrying  on  its  bank  books  the 
Bond  Building  at  $80  (R.,  12,  p.  1049). 

p.  BTCTILDING. 

This  building,  is  a  nine-story,  fireproof,  office-building  structure 
covering  the  entire  area  of  the  lot.  It  was  built  in  1910  and  1911  on 
a  steel  frame,  made  extra  heavy,  with  the  purpose  of  later  adding  twc 
more  stories  in  height. 

As  to  the  value  of  this  building,  Mr.  Alexander  T.  Hensey,  whc 
for  more  than  21  years  has  been  in  the  real-estate  business  in  Wash- 
ington and  is  a  member  of  the  Swartzell,  Rheem  &  Hensey  Coi 
which  has  offices  on  Fifteenth  Street,  in  the  next  block  to  the  South- 
em  Building,  testified  that  he  was  one  of  the  appraisers  appointed  bj 
the  superintendent  of  insurance  to  appraise  the  Southern  Building  ir 
October,  1912.  Mr.  Hensey's  testimony,  regarding  the  value  of  the 
land,  has  already  been  set  out  in  this  brief.  Then,  as  to  the  building 
(R.,  12,  pp.  1034,  103^,  1036),  he  testified  as  follows: 

Mr.  Pkouty.  I  am  trying  to  use  the  yardsticks  you  used  in  determining  th« 
value  here.  I  notice  in  the  report  made  by  Mr.  Lipscomb,  or  wh.-itever  his  nam( 
is,  that  he  figured  the  value  of  the  building  at  $976,921? 

Jlr.  Hensey.  Yes,  sir. 

Mr.  Pkouty.  You  considered  that,  as  I  understand  you.  as  the  correct  valuf 
of  the  building  in  determining  the  value  of  this  property? 

Mr.  Hensey.  Well,  Mr.  Darneille  and  I  left  that  entirely  to  Mr.  Lipscomb 
We  believed  that  vcas  correct. 

Mr.  Pbouty.  Now,  if  you  had  known  that  that  building  only  cost  $681,480.92 
including  $60,000  profit  to  the  contractor,  would  that  have  made  any  difference 
with  you  in  determining  the  value  of  that  property? 
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Mr.  Heksev.  I  do  not  Uiiiik  tliat  has  anylhius;  to  do  with  an  appraiseineiit — 
the  cost  of  the  building. 

Mr.  Pbouty.  Do  .voii  mean  to  say  what  a  buildini:  costs  does  not  uialie  mi.v 
difference' in  determining  its  value? 

Mr.  Hbnsey.  No  ;  it  may  have  cost  too  much  or  too  little,  or  might  have  been 
built  cheaper. 

Mr.  Proi'ty.  In  other  words,  that  would  assume  that  the  appraiser  knew  more 
about  the  cost  of  the  building  than  the  man  who  built  it? 

Mr.  Hi:;v,shv.  Well,  in  a  way,  yes;  but  not  senerally.  In  this  oiisc  we  had  a 
practical  builder  who  wns  an  appraiser. 

Mr.  PRoriY.  Now,  is  it  your  .iudpment  th.-tt  the  Mpiiraisers  knew  nioro  about 
this  building  and  what  it  cost  to  build  it  tliuu  tlu>  contractor  who  liuiK  it? 

Mr.  Hensey.  AVliy,  no ;  of  course  not. 

:\fr.  Prouty.  If  you  had  known  th;it  they  built  this  building  under  contract 
for  )|!681,(M10.  and  reserved  in  that  a  $60,(K(6  itrotit,  von  would  not  have  put  in 
that  hnildin.;;,  would  you,  at  $976,000? 

Mr.  Hensey.  I  think  I  might,  if  Mr.  Iii|iscoiub — yon  know,  the  original  cost, 
Mr.  Prouty.  does  not  always  mean  the  totiil  cost.  There  are  always  n  lot  of 
expenses  added  to  a  building — incidentals  and  changes,  and  so  forth.  You 
will  go  to  a  builder  and  ask  him  for  a  contract  tov  the  building  of  a  house,  and 
he  will  say  so  much  money,  but  you  can  always  figure  that  a  great  deal  more 
will  be  necessary  before  you  are  finished. 

Ml-.  Prouty.  Not  if  you  have  got  a  contract  for  it. 

Mr.  Hensfy.  Oh,  yes. 

.Mr.  I'ROTTTY.  In  other  words,  if  you  go  to  a  man  and  make  a  contract  with 
him  for  the  construction  of  a  building,  complete,  yon  do  not  ]>:\y  any  more 
piiincy  than  that  contract  calls  for,  do  you? 

Mr.  Hensey.  Well,  you  never  get  it  in  that  condition.  I  never  heard  of  a 
CISC -it  may  be.  I  never  heard  of  a  man  building  a  building  complete  for  the 
•  riginul  cost. 

Mr.  Pkotty.  Let  me  sec  if  1  underst.ind  you  correctly.  Do  you  mean  to  siiy 
that  a  contractor  never  carries  out  his  contract? 

Mr.  Hensey.  Oh,  no ;  I  would  not  say  that. 

Mr.  Proitv.  Then  do  you  mean  to  say  that  a  man  can  never  get  a  contract 
with  a  contractor  for  building  a  building  complete  at  a  specified  cost? 

j\Ir.  Hensey.  I  mean  to  say  they  never,  as  a  rule,  put  in  everything  complete: 
there  are  always  changes  made  in  the  building,  and  incidentals  that  come  up 
in  the  course  of  construction  that  always  add  to  the  cost  of  it.  I  have  never 
heard  of  a  ease  where  that  was  not  trui-.  There  might  be  some  people  who 
have  been  fortunate  enough  to  get  through  with  their  original  contracts,  but  I 
never  heard  of  a  case. 

Mr.  Protjty.  Well,  in  this  particular  case  you  do  not  know  of  any  extras, 
other  than  those  provided  for  in  the  contract? 

Jlr.  Hensey.  I  do  not  know  what  it  cost  at  all,  only  by  hearsay  from  this 
investigation. 

Mr.  Prouty.  In  other  words,  you  relied  in  that  proposition  entirely  upon  the 
judgment  of  this  other  gentleman? 

Sir.  Hensey.  Absolutely. 

Mr.  Pbouty.  While  it  was  your  sworn  appraisement,  it  was  not  your  ap- 
praisement at  all  ? 

Mr.  Hensey.  It  was  generally  the  .ludgment  of  those  gentlemen.  I  would 
not  put  my  .iudgment  against  Mr.  Lipscomb,  and  I  believe  what  he  said  was 
correct. 

Mr.  Prottt^'.  Yon  noticed  he  figures  this  up  at  oH  cents  per  cubic  foot  for  the 
^construction  ? 

Mv.  Hensey.  I  think  he  figured  it  at  about  40  cents.  I  think  he  figured  it 
at  ;')•">.  and  then  added  5  per  cent  for  the  difference  in  cf)st. 

Mr.  Prouty.  Appreciation? 

Mr.  Hensey.  Yes. 

Jir.  Prouty.  Instead  of  providing  .i  fund  here  for  obsolescence  or  deprecia- 
tion, you  have  provided  a  fund  for  an  increase  in  the  value  of  the  building 
itself? 

Mr.  Hensey.  Y^ou  mean  the  difference  between  our  appraisement  and  the 
<;ost  ? 

Mr.  Prox'ty.  Y'ou  have  deliberately  taken  into  consideration  an  appreciation 
■  •{  the  building  rather  than  a  depreciation? 
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Jlr.  Hensey.  We  have  taken  into  consideration  the  increased  cost  in  labor 
and  material  since  that  building  was  finished. 

Mr.  Peoutt.  Well,  that  means  appreciation,  does  it  not? 

Mr.  Hensey.  Yes,  sir. 

Mr.  Peouty.  But  you  have  made  no  allowance  for  depreciation  or  obso- 
lescence? 

Mr.  Hensey.  I  made  some  allowance  for  it;  yes. 

Mr.  Pbottty.  How  much? 

Mr.  Hensey.  Well,  we  took  off  10  per  cent — $14,500. 

Mr.  Peoitty.  Well,  that  you  only  took  off  of  the  revenue  part  of  it.  You  did 
not  take  that  off  the  value  of  the  building? 

Mr.  Hensey.  No;  only  the  revenue. 

Mr.  Prouty.  You  just  simply  took  that  out  of  the  revenue  part  of  it? 

Mr.  Hensey.  Yes;  that  is  right. 

Mr.  Peotjty.  But  you  have  not  taken  anything  off  of  the  building  for  de- 
preciation? 

Mr.  Hensey.  No ;  I  do  not  think  it  has  depreciated. 

Mr.  Peottty.  You  think  it  has  appreciated? 

Mr.  Hensey.  Appreciated,  on  account  of  the  increase  in  the  cost  of  material 
and  labor. 

Mr.  Eldridge  E.  Jordan,  president  of  the  United  States  Trust  Co.. 
located  in  the  Southern  Building,  on  pages  1041, 10-12, 1043.  and  1044, 
testified  as  follows : 

Mr.  DoTTQLAS.  Mr.  Jordan.  I  will  ask  how  much  money  the  United  States 
Trust  Co.  expended  on  its  quarters  rented  from  the  Southern  Building,  inde- 
pendent of  the  original  cost  of  the  building? 

Mr.  Jordan.  Approximately,  $75,000. 

Mr.  Douglas.  By  that  you  mean  it  was  put  into  the  building  itself? 

Mr.  Jordan.  Put  into  the  building  in  making  improvements,  in  the  way  of 
flooring,  decorating,  and  columns,  making  it  a  banking  room,  instead  of  two 
stories  as  they  had  it  originally  planned. 

Mr.  Douglas.  Mr.  Jordan,  will  you  state  whether  or  not,  in  your  judgment, 
it  added  that  much  value  to  the  building? 

Mr.  Jordan.  Undoubtedly  it  did.  It  gave  it  a  higher-class  appparance,  espe- 
cially on  the  corner,  and  is  a  convenience  to  the  patrons  of  the  building  in 
every  particular;  I  think  it  is  distinctly  a  desirable  thing  for  the  building  to 
have  a  bank  on  that  corner. 

!i;  *  *  *  *  *  « 

Mr.  Douglas.  I  will  ask  if  that  was  not  tiUfen  into  consideration  and  you 
got  your  rent  cheaper  in  view  of  that  provision? 

Mr.  Jordan.  I  always  regarded  that  we  made  a  very  advantageous  lease  for 
the  trust  company,  and  we  have  had  opportunities  to  dispose  of  it  at  a  profit 
before  we  moved  into  it,  but  never  saw  fit  to  accept. 

Mr.  Douglas.  Do  yon  object  to  stating  whether  or  not  you  could  have  sold 
that  lease  for  in  the  neighborhood  of  $15,000  or  $20,000  profit? 

Mr.  Jordan.  It  was  intimated,  but  I  could  not  say  it  was  a  definite  offer, 
because  there  was  no  money  actually  tendered.  I  was  approached  by  two  or 
three  different  people  and  asked  if  we  would  sell  the  lease. 

Mr.  Douglas.  At  a  considerable  profit? 

Mr.  Jordan.  Yes;  at  a  considerable  profit. 

Mr.  Douglas.  Looking  at  this  property  from  the  standpoint  of  value,  is  a 
fair  item  to  be  considered  the  question  of  the, probability  of  rents  increasing 
in  that  locality? 

Mr.  Jordan.  Undoubtedly.  I  am  apprehensive  of  the  fact,  even  though  it  is 
10  years  or  20  years  off. 

Mr.  Douglas.  If  the  quarters  now  occupied  by  the  United  States  Trust  Co. 
were  being  offered  for  rent  now,  and  you  ovmed  that  building,  would  you  rent 
those  quarters  for  any  such  figure  as  you  now  pay  for  them  ? 

Mr.  Jordan.  I  doubt  if  I  would  if  I  could  get  more,  and  I  believe  I  could. 

Mr.  Douglas.  Is  it  probable  that  stores  and  other  quarters  in  that  building 
will  increase  with  the  lapse  of  time? 

Mr.  Jordan.  I  think  so.  I  know  when  we  outgrew  the  quarters  we  leased 
under  the  original  lease  we  had  to  make  arrangements  for  additional  space. 
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and  there  was  competition  to  get  it  at  tlie  figure  named,   and  they  made  a 
special  concession  to  us  owing  to  the  fact  we  occupied  the  corner. 

******* 
Mr.  Jordan.  As  I  understand  it,  we  laid  at  our  expense  marble  floor,  whereas 
the  plan  of  the  building  in  its  original  state  would  have  called  for  a  wooden 
floor,  which  would  not  have  been  appropriate  for  a  bank. 

WilliamB.Hibbs,  owner  of  the  Hibbs  Building  on  Fifteenth  Street, 
in  the  adjoining  block,  testifying  as  to  the  value  (p.  1169,  E.,  14). 
stated : 

About  the  value  of  the  Southern  Building,  the  only  way  I  could  arrive  at 
It  in  a  fair  way  was  to  get  down  to  the  unit  and  see  how  much  per  foot  the 
property  was  worth  around  me  and  find  out  how  much  per  cubic  foot  my 
building  cost  me  as  compared  with  that  of  the  Southern  Building. 

I  went  very  carefully  into  that  by  looking  over  my  bills  and  the  architect's 
certificates,  and  found  my  building  cost  about  51  cents  a  cubic  foot.  Then  I 
figured  the  cubic  feet  in  the  Southern  Building,  and  found  that  at  35  cents 
a  cubic  foot,  which  was  the  lowest  of  any  building  of  that  character  I  could 
find  had  been  built  in  Washington,  and  with  the  improvements  that  had  been 
put  in  the  corner  by  the  trust  company,  that  it  would  make  the  value  of  the 
building  a  million  dollars. 

Mr.  Owen  Brainard,  a  civil  and  architectural  engineer  and  mem- 
ber of  the  firm  of  Carrere  &  Hastings,  architects,  of  New  York  (pp. 
1182-1183,  R.,  15),  stated: 

Mr.  Brainaed.  My  estimate  of  the  cost  of  that  building  if  built  at  this  time 
is  based  upon  a  computation  of  the  cube  contents  of  the  building,  and  upon 
an  examination  of  the  plans  and  specifications  and  an  examination  of  the 
building  and  the  then  determination  of  a  unit  price  to  be  applied  to  that  total 
cube. 

I  make  the  cube  of  the  building,  which  I  computed  with  great  care  yesterday, 
2,678,000  cubic  feet. 

My  estimate  of  the  cost  to  produce  that  building  at  this  time  would  be  based 
upon  a  cubic-foot  price,  and  my  judgment  as  to  the  cost  per  cubic  foot  for 
producing  that  building  at  this  time  in  Washington  is  between  41  cents  and  42 
cents.  Applying  that — which  I  shall  not  attempt  to  do  to  the  last  decimal — 
to  my  cubage — I  may  say  that  I  have  never  put  those  two  figures  together — 
would  give  us  a  result  of  approximately  $1,100,000. 

Mr.  Douglas.  Does  that  estimate  as  to  the  cost  include  builder's  profits  and 
architect's  fees? 

Mr.  Brainard.  It  includes  all  that  you  would  have  to  pay  the  builder  for 
producing  the  building,  and  the  architect's  fee.  It  does  not  include  costs  which 
the  owners  might  have  to  deal  with. 

Mr.  Douglas.  What,  for  instance? 

Mr.  Brainard.  As  financing  operations,  taxes,  interest,  carrying  charges 
during  construction;  simply  what  it  would  cost  from  my  standpoint  If  I  were 
the  architect  and  supervising  it;  I  should  issue  certificates  for  the  amount  I 
have  stated,  and  send  out  bills  for  my  own  commissions,  which  would,  I  believe, 
approximate  the  total  that  I  have  given  you. 

Also,  on  page  1184 : 

Mr.  BE.M^-AKn.  (.)n  the  average  the  total  (■cist  of  material  is  higher  than  it  was 
two  years  ago.     That  is  i)artieularly  so  in  the  matter  of  steel. 

Mr.  Douglas.  The  architect  of  the  District  the  other  day.  testifying  here,  said 
the  difference  in  the  cost  of  steel  per  ton  now  as  r-onipared  to  two  years  ago, 
including  the  cost  of  erection  and  cou.'ttructinn,  is  about  $1  a  tou.  Will  you 
state  to  the  conmiittee  just  what  is  the  difference  in  the  cost  of  steel  now  as  com- 
pared with  two  years  ago,  per  ton? 

Jfr.  Brainard.  I  perhaps  could  best  answer  that  by  stating  the  difference  in 
cost  which  I  have  had  to  contract,  for  for  my  clients.  Two  years  ago  I  pur- 
chased 2,700  tons  of  steel  for  the  Rubber  Building  at  about  $58  a  ton  erected. 

Mr.  Redfield.  What  was  the  price? 

Mr.  Beainabd.  $58  a  ton  erected.  That  is  2.6  cents  a  pound  erected.  Last 
week  I  placed  an  order  for  about  1,000  tons  of  simpler  steel,  all  for  erection  in 
New  Tork,  for  which  I  had  to  pay  $80  a  ton. 
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Mr.  Redfieu).  Erected? 

Mr.  Bbainard.  Erected. 

ftltr.  DoTTQLAS.  Both  of  them  were  erected,  I  understand? 

Mr.  Brainaei).  Both  erected  prices.  The  cost  of  erection  has  not  varied  in 
New  York  In  two  years,  but  the  price  of  the  steel  fabricated  and  delivered  at 
the  site  has  Increased  very  much,  surely  $20  a  ton  on  comparative  orders. 

Mr.  DoTJGLAS.  .$20  a  ton? 

Mr.  Bbainard.  That  is  at  this  time.  This  Is  an  abnormal  period,  because  the 
steel  mills  are  all  full  up  on  contracts.  I  presume  a  long-term  contract,  giving 
them  plenty  of  time  for  delivery,  might  be  made  at  an  advance  of  not  over  $15 
a  ton  over  the  price  of  two  years  ago. 

Mr.  DoTJGLAS.  Mr.  Brainard,  is  40  cents  41  cents,  and  42  cents  a  cube  a  high 
price  for  building  office  buildings  of  the  character  of  the  Southern  Building, 
generally,  throughout  the  country? 

Mr.  Bbainard.  It  is  very  difficult  to  say  generally  throughout  the  country, 
Mr.  Douglas. 

Mr.  Douot.as.  I  mean  in  the  East,  in  the  zone  of  your  own  works  here. 

Mr.  Bbainard.  In  New  York  the  building  would  cost  more  than  it  does  here. 
I  should  put  that  building  3  cents  a  foot  higher  in  New  York  than  here.  That 
is  based  upon  recent  expense 

Also,  on  page  1185 : 

The  Traders'  Bank  Building  in  Toronto,  finished  four  years  ago,  cost  51  cents 
a  cubic  foot.  That  is  closely  similar  to  this  building;  has  many  of  the  details 
of  finish  and  specifications. 

Mr.  Johnson.  Closely  similar  to  what  building? 

Mr.  Bbainard.  To  the  Southern  Building.  It  has  about  the  same  sort  of 
floors,  same  sort  of  corridor  floors,  same  character  of  trim  in  the  interior,  same 
character  of  trim  on  the  outside — that  is,  brick  and  terra  cotta.  It  is  very 
closely  similar  to  this  building.    That  was  51  cents. 

Mr.  Brainard  went  into  the  details  of  the  construction  of  the 
Southern  Building,  and  his  method  of  computing  the  cost  by  cubic 
feet,  whereby  he  calculated  that  there  were  2,678,000  cubic  feet  in  the 
building.  Then,  being  asked,  assuming  the  building  was  in  fact 
built  at  a  cost  of  $681,000,  as  suggested,  whether  that  necessarily 
meant  a  loss  to  the  contractor,  on  page  1194  replied : 

I  would  be  satisfied,  given  those  two  facts  us  facts,  with  those  assumptions 
as  facts,  if  the  building  were  built  as  it  now  stands  two  years  ago  for  the 
amount  you  stated,  that  there  was  a  very  serious  loss  to  the  builders. 

And  on  page  1197: 

Mr.  Prouty.  What  would  you  think  would  be  the  cubic  cost  per  foot  of  the 
same  kind  of  structure  in  the  fall  of  1912 — October,  November,  or  Pecember? 

Mr.  Bbainard.  I  think  you  would  have  probably  about  three-quarters  of  n 
cent  less  last  fall  than  now. 

Mr.  Pboitty.  That  would  be  401  cents  last  fall? 

Mr.  Bbainaed.  Yes;  that  is  cutting  it  pretty  close  ou  cubic-foot  prices. 

Mr.  Prouty.  Then  what  do  you  think  would  be  the  cost  of  similar  work  in 
the  fall  of  1911  for  the  same  months? 

Mr.  Brainard.  Two  cents  less. 

Mr.  Prottty.  That  would  be  39  cents? 

Mr.  Bbainard.  That  was  the  answer  I  intended  to  make  before. 

Mr.  Prouty.  Then  if  this  building  during  the  summer  was  in  fact  constructed 
for  from  23  to  24  or  25  cents,  as  you  figure  it,  you  are  sure  somebody  lost  some 
money? 

Mr.  Brainard.  I  am. 

In  response  to  a  question  whether  an  estimate  of  $976,921,  based  or 
a  calculation  of  2,658,291  cubic  feet,  at  35  cents  per  cubic  foot,  plus  t 
per  cent  (which  was  the  valuation  placed  on  the  building  by  the  ap- 
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praisers),  was  not  a  very  conse^vati^•e  estimate  as  to  the  cost  of 
reproducing  the  building  now,  Mr.  Brainard,  on  page  1206,  replied : 

I  thiuk  that  it  is,  altbougli  I  do  not  agree  with  him  as  to  the  5  per  cent.  He 
says  5  per  cent  for  cost  of  material.  I  woukl  say  5  per  cent  on  the  total  cost. 
This  is  practically  5  per  cent  on  the  cost  of  materials,  but  it  is  5  per  cent  on  the 
total  cost.    The  cost  of  material  itself  is  more  than  5  per  cent  increased. 

Mr.  Arthur  ^X.  Hall,  an  architect  practicing  in  Washington  for  the 
last  seven  and  a  half  years,  and  formerly  with  D.  H.  Burnham  &  Co., 
haying  stated  that  he  had  made  an  examination  of  the  Southern 
Building  in  connection  with  the  studv  of  its  specifications,  on  pages 
1212-1213.  further  testified: 

Mr.  Hall.  I  would  say  that  the  huiUling  coiilcl  be  duplicated  to-day  for  about 
35  cents  a  cubic  foot  as  a  builder's  contract. 

llr.  DoriiLAS.  As  a  builder's  contract — what  do  you  include  in  a  builder's 
contract? 

Mr.  Hall.  The  builder's  profit  and  the  cost  of  the  construction,  not  including 
any  architect's  fees. 

Jlr.  Douglas.  And  not  including  any  carrying  charges. 

-Mr.  Hall.  Not  including  carrying  charges — the  financing  of  it  at  all. 

Mr.  Douglas.  Go  ahead,  now. 

Mr.  Hall.  Then,  to  that,  as  an  architect  would  know,  he  would  naturally 
add  the  cost  of  the  building  to  the  owner,  being  that  price  plus  his  commission, 
whii'h  would  be  approximately  $54,000. 

Mr.  Dotglas.  Six  per  cent? 

Mr.  Hall.  Six  iicr  cent  on  the  amount  of  the  contract,  making  a  total  of 
S960,330. 

Mr.  DoT'CLAS.  That  would  be  the  cost  of  the  buildini;  inclusive  of  builder's 
profit,  inclusive  of  architect's  fees,  and  exclusive  of  all  carrying  charges? 

Mr.  Hall.  Yes,  sir. 

Mr.  Douglas.  Will  you  state,  Mr.  Hall,  as  an  architect,  whether  or  not  It  is 
l)roper  or  necessary  to  add  to  these  figures  the  carrying  charges  in  order  to 
determine  the  cost  of  the  building  to  the  owner? 

Mr.  Hall.  Yes :  and  I  might  be  able  to  state  that  in  a  clear  way.  Recently 
a  client  of  mine  came  to  me  who  wanted  to  build  a  building  for  a  definite  pur- 
pose. He  had  a  leiise  in  mind,  and  he  wanted  to  know  what  the  complete  cost  of 
the  building  to  him  would  be.  I  gave  him  an  estimate  to  the  best  of  my  ability. 
Including  the  builder's  cost,  plus  architect's  fees ;  rather  the  builder's  price  to  me 
plus  the  architect's  fee.  Then  ho  called  my  attention  to  the  fact  that  was  not 
what  he  wanted.  He  wanted  to  know  what  it  would  cost,  Including  Interest  on 
moneys  borrowed,  taxes,  insurance,  carrying  charges,  etc.,  to  the  time  of  the 
L-ompietion  of  the  building.  That,  of  course,  ^yas  the  true  value  of  the  cost,  not 
the  ••'i.'enfs  value,  but  the  cost  of  the  building  to  hlra  at  its  completion. 

Mr.  Geokge.  Including  architect's  fees? 

Mr.  Hall.  Including  architect's  fees,  the  builder's  contract,  the  carrying 
charges,  the  interest  on  whatever  moneys  were  borrowed,  taxes,  and  incidental 
changes  which  would  be  part  of  every  building. 

Mr.  Louis  H.  Emmert,  a  builder  of  long  experience  in  the  city  of 
Washington,  being  asked  what  it  would  cost  to  reproduce  the  South- 
ern Building  as  it  is,  stated  $1,090,000 ;  and  being  asked  how  he  ar- 
rived at  that  figure,  on  page  1217,  replied : 

Mr.  Emmert.  By  measuring  up  the  plans  and  cubing  it. 
Mr.  Doi'GL.As.  Have  you  gone  over  the  building  for  that  purpose'.' 
Mr.  Emmekt.  Yes,  sir. 
Mr.  Douglas.  Carefully? 
Mr.  Emmest.  The  building  and  plans. 
:\rr.  Douglas.  The  building  and  plans,  both? 
Mr.  Emmekt.  Yes. 

Mr.  Douglas.  By  "  i)lans,"  of  course,  you  mean  to  include  the  specifications 
of  the  building? 

Mr.  Emmekt.  Yes,  sir;  certainly. 
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Mr.  Douglas.  You  have  gone  carefully  over  the  building  itself,  just  as  it  is 
to-day,  and  you  have  gone  over  the  original  plans  and  specifications  of  the 
building?/ 

Mr.  Emmeet.  Yes,  sir. 

Mr.  Douglas.  And  you  say  in  your  judgment  it  will  cost  a  million  and  ninety 
thousand  dollars  to  reproduce  it? 

Mr.  Emmeet.  Yes,  sir. 

Jlr.  Douglas.  Just  as  it  stands? 

Mr.  Emmeet.  Yes,  sir. 

Ml'.  Douglas.  Now,  state  hciw  you  arrived  at  that,  as  much  in  detail  as  yon 
can.  I  do  not  know  how  much  detail  you  can  give,  but  state  to  the  committee 
how  you  arrive  at  the  C'ouclusiou  that  it  would  take  a  million  and  ninety 
thousand  dollars  to  reproduce  it. 

Mr.  Emmeet.  Well,  as  we  always  do  in  our  business,  in  making  up  estimates, 
liy  taking  the  plans  and  reading  over  the  specifications  and  measuring  up  the 
plans. 

Mr.  Douglas.  Did  you  make  an  estimate  on  the  basis  of  the  fubic  feet  in  the 
building? 

Mr.  Emmert.  Yes,  sir. 

JI  •.  Douglas.  At  what  price  per  cube  did  you  put  it? 

Mi-.  Emmeet.  Forty-two  cents. 

Mr.  Douglas.  Forty-two  cents? 

Mr.  Emmert.  Yes. 

Mr,  William  P.  Lipscomb,  a  practical  builder,  who  has  been  in 
business  in  Washington  for  about  40  years,  and  who  had  been  asked 
to  appraise  this  building  for  the  superintendent  of  insurance,  on 
pages  1247-1248,  testified : 

Mr.  Douglas.  Yes.  I  notice  you  i)ut  tlie  price  per  cubic  foot  iit  35  cents.  To 
the  best  of  your  Imowledge,  that  is  a  conservative  statement? 

M-.  Lipscomb.  I  think  it  is  a  conservative  statement;  yes. 

-Mr.  Douglas.  What  does  that  include — 35  cents? 

Does  that  include  architects'  fees,  or  only  the  builder's  profit? 

JCr.  IjIpscomb.  It  includes  the  building  as  it  stands — the  cost  of  the  l)uildinf;. 

Mr.  Douglas.  Would  it  include  architect's  fees? 

Mv.  IjIPSCOMT!.  I  should  think  it  would. 

Mr.  Douglas.  You  thinli  it  would? 

My.  Lipscomb.  Everything;  yes. 

.Air.  Douglas.  It  would  not  include  carrying  charges  for  the  owner? 

Mr.  Lipscomb.  No.  sir ;  it  has  nothing  to  do  with  that. 

Ml-.  Douglas.  It  has  nothing  to  do  with  that  at  all? 

Mr.  LiPscoMi!.  Xc) ;  that  estimate  is  supposed  to  be  the  cost  of  producing  it 
to-d;i,\-. 

Mv.  Douglas.  Without  the  incidental  or  improvement  item  to  the  owner  of 
the  building,  of  insurance  and  taxes  and  interest  on  the  money? 

Mr.  Lipscomb.  I  did  not  take  into  consideration  that  at  all. 

Mr.  Douglas.  Yon  did  not  consider  those  items  at  all. 

Mv.  Lipscomb.  No. 

Mr.  Lipscomb's  estimate  of  the  value  was  $976,921,  which  was  cal- 
culated on  a  basis  of  35  cents  per  cubic  foot,  to  which  was  added  5 
per  cent,  making  36f  cents  per  cubic  foot,  from  which  he  stated 
$30,000  should  be  deducted.  On  being  asked  whether  that  estimate 
was  one  that  he  would  like  to  stand  by,  or  would  wish  to  modify,  on 
page  12r)2,  he  replied  as  follows : 

Mr.  Lipscomb.  I  have  no  reason  to  change  my  mind  at  all. 

Commissioner  JrusoN.  You  are  perfectly  satisfied  with  It? 

Mr.  Lipscomb.  Perfectly. 

(\)nnnissioner  .Tudson.  That  is  all. 

Ml,  Easby-Smith.  Did  you  receive  from  Mr.  Darneille  or  anybody  else,  di- 
rectly or  indirectly,  any  intimation  as  to  the  sort  of  appraisement"  that  was 
wanted — whether  high  or  low? 

Mr.  IjIPScomi!.  No.  sir. 
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Mr.  Lipscomb,  referring  to  his  estimate,  on  pages  1253-1254,  fur- 
ther testified : 

Mr.  Lipscomb.  It  is  as  close  as  I  would  like  to  make  it  if  I  were  to  talie  u 
contract  to  put  uiJ  the  building. 

Mr.  Eedfield.  Xow,  you  know,  do  you  not — Simply  to  find  out  whether  you 
have  been  informed — that  the  contract  price  for  this  building  was  $681,000? 

Mr.  Lipscomb.  Yes. 

Mr.  Redfield.  And  that  the  contractor,  or  others  (or  him,  have  stated  iu  a 
legal  proceeding  that  the  profit  on  it  was  $60,000?  What  is  your  judgment,  as 
an  expert  builder,  as  to  whether  that  is  an  accurate  statement  or  not?  That 
he  made  $60,000  on  a  contract  for  $681,000,  three  years  ago,  was  it? 

Mr.  Douglas.  Two. 

Jlr.  Redfield.  Two  years  ago? 

Mr.  Lipscomb.  I  could  not  tell  what  he  made  on  it,  but  I  would  like  to  have 
a  job  at  that  figure  and  make  that  much  on  it. 

Mr.  Redfield.  I  think  I  understand  you  perfectly. 

Mr.  Lipscomb.  Sir? 

Jlr.  Redfield.  You  meant  you  would  like  to  have  the  job  at  that  figure,  if 
you  could  make  that  much  on  it? 

Jlr.  Lipscomb.  I  said  I  would  like  to  make  that  much  out  of  the  work.  I 
would  not  take  it  at  that  figure,  though,  because  I  would  lose  probably  $60,000 
or  more. 

Mr.  Redfield.  That  was  what  I  wanted  to  know.  You  regard  that  price, 
then,  as  a  low  price? 

Mr.  fjiPscoMB.  I  think  it  could  not  possibly  be  built  for  that  money  as  it  ijr 
now.     Ldo  not  know  what  they  did  there  for  that  money. 

C'diiimissioner  Judson.  Do  you  know  the  terms  of  that  contract? 

Mr.  IjIPscomu.  I  do  not  know  anything  about  it,  Colonel.  ^" 

Conunlssioner  Judson.  Well,  may  I  refresh  his  memory,  Mr.  Douglas,  that 
the  contract  was  for  $68],(J0O,  whitli  included  $65,000,  a  lump  Hum  ascertninM 
aftoi'wni-ds,  for  pioflt ;  that  is,  the  building,  $621,000  to  build  it,  and  you  think 
that  is  humanly  impossible. 

Mr.  Lipscomb.  I  think  so. 

Couuiiissioner  .Iidson.  Hnve  you  been  through  the  building,  Mr.  Lipsconih, 
voiy  carefully? 

Mr.  Lipscomb.  Yes. 

Cciiiiniissioner  .Judson.  Have  you  inspected  the  character  of  it? 

Mr.  Lipscomb.  Yes,  sir. 

roumiissioner  Judson,  Well,  how  do  you  think  that  fellow  did  it? 

Jlr.  Lipscomb.  I  do  not  know.     He  is  the  best  one  to  tell  that. 

Mr.  Theodore  Starrett,  an  expert  office  builder,  and  formerly  presi- 
dent of  Thompson-Starrett  Co.,  of  New  York,  testified  that  Bum- 
ham  &  Co.,  the  architects  of  the  Southern  Building,  are  the  most 
expert  office-building  architects  in  the  country,  in  his  opinion  (p. 
1259,  E.,  16) ;  that  he  had  carefully  gone  over  the  Southern  Building, 
and,  in  answer  to  a  question  as  to  what  amount  of  money  would  be 
required  to  reproduce  the  building  to-day,  stated  as  follows : 

Jlr.  Staerbtt.  I  have  just  finished  a  calculation  to  answer  that  question,  and 
my  figure  is  $1,027,466.60,  to  give  you  the  exact  figures.  That  is  due  to  the 
fact  that  my  cubic  content  figure  came  out  a  certain  way,  but  I  should  say  it 
was  $1,025,000. 

Mr.  Douglas.  What  is  that?  That  includes  everything,  I  suppose;  carryiui» 
charges,  etc.? 

Mr.  Stabrett.  That  includes  the  building  itself,  architect's  fee,  and  carrying 
charges  during  construction,  taxes,  which,  in  my  experience,  have  always  beer 
Included  in  the  cost  of  a  building. 

Jlr.  Douglas.  You  are  taking  the  building  just  as  it  is,  with  the  trust  com- 
pany quarters  on  the  lower  floor,  etc.  ? 

Mr.  Staebett.  Yes ;  I  am  taking  it  just  as  it  is,  and  as  I  have  been  informed 
that  it  is,  and  as  I  have  read  in  the  specifications  that  it  is. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  For  In'stance,  I  take  into  account  the  fact  that  it  has  the  foun- 
dations and  structural  steel  for  two  additional  stories. 
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And  on  page  1260 : 

Mr.  Starrett.  Well,  I  have  figured  this  building  In  three  items.  The  building 
Itself,  as  It  would  be  built  by  a  contractoi" — general  contractor — at  35  cents  a 
cubic  foot,  and  it  amounts  to  $905,000,  roughly;  and  then  I  add  architect's 
fees,  interest  during  construction,  and  taxes,  and  other  Items  like  that,  which 
amount  to  $122,000. 

Mr.  Douglas.  That  malies  about  a  million  and 

Mr.  Starrett  (interposing).  In  making  a  bulk  of  $1,025,000,  my  items  of 
architect's  fees  and  carrying  charges  would  amount  to  $120,000. 

Mr.DoFGLAS.  $120,000? 

Mr.  Stareett.  Yes. 

Mr.  Douglas.  Now,  you  are  making  that  estimate  on  the  basis  of  what,  In 
your  judgment,  it  would  cost  to  put  that  building  here  in  Washington? 

Mr.  Starrett.  That  is  what  I  think  that  building  ought  to  cost  to  be  built 
again  at  this  time. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  There  are  a  great  many  circumstances  that  enter  into  the 
building  of  buildings,  and  sometimes  they  cost  too  much,  and  sometimes  they 
cost  too  little. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  But  I  consider  that  a  fair  price. 

Mr.  Douglas.  Is  35  cents  a  low  or  a  high  estimate  per  cubic  foot  for  an  office 
building  of  this  standard  or  this  type? 

Mr.  Starrett.  Well,  I  think  you  might  say  that  It  is  a  low  figure. 

Mr.  Douglas.  A  low  figure? 

Mr.  Starrett.  For  a  building  of  this  size,  because  so  many  buildings  of  this 
size  cost  a  great  deal  more. 

Mr.  Douglas.  Yes. 

Mr.  Starrett.  But  I  took  into  account  this  place  and  the  condition  here. 
You  could  not  build  it  for  that  money  in  New  York. 

And  on  page  1262  Mr.  Starrett  further  testified  that  in  his  opinion 
the  price  of  fabricated  steel  is  $10  a  ton  higher  now  than  in  1910. 
On  page  1269  Mr.  Starrett  stated : 

I  think  I  have  looked  at  perhaps  500  prospectuses  of  buildings,  and  I  have 
built  some  myself,  and  I  have  seen  other  people  build  them,  and  they  always 
have  the  items  of  interest,  architects'  fees,  and  carrying  charges  to  pay,  and 
they  always  charge  it  on  the  building  just  in  this  way. 

He  further  stated  that  as  to  the  carrying  charges : 

We  figure  6  per  cent  interest  for  a  year  on  one-half  the  total  valuation  of  the 
property. 

And  on  page  1270  that  if  not  allowed  to  charge  interest  on  the 
ground  a  deduction  of  one-half  of  $66,000  allowed  by  him  as  interest 
during  the  time  of  construction  would  have  to  be  made  from  his 
estimate  of  the  value  of  the  building,  which  would  leave  the  value 
of  the  building,  according  to  his  calculation,  $992,000.  On  page 
12T8  Mr.  Starrett  stated  that  he  considers  that  the  Southern  Building 
would  cost  about  20  per  cent  more  to  build  to-day  than  it  did  two 
years  ago. 

Illustrating  the  correctness  of  charging  carrying  charges  during 
the  period  of  construction  to  the  cost  of  a  building,  Mr.  Starrett,  on 
page  1280,  said : 

I  can  tell  you  a  case  in  point  that  you  might  be  interested  in,  of  a  building 
that  I  built  in  Boston,  where  they  have  a  certain  espionage,  you  might  say, 
over  the  real  estate  development.  I  built  a  building  there  on  the  trustee  plan 
that  cost  over  $600,000,  the  ground  over  $400,000,  and  the  trustees  controlled 
the  property  then  and  control  it  now,  and  they  were  allowed  by  law  to  do  the 
very  thing  that  I  described  In  my  original  statement  of  the  cost  of  this  build- 
ing. They  are  allowed  to  pay  out  of  their  funds  during  construction  all  the 
money  necessary  to  pay  interest  on  the  ground  and  the  building  on  money 
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used,  invested  in  tlie  ground,  or  used  in  the  building,  initil  tliat  building  was 
accepted  and  was  turned  into  its  life  again  and  earned  its  money.  That  is 
what  the  law  allowed  in  the  State  of  Massachusetts,  and  I  think  it  does  now. 

Mr.  Charles  S.  Schneider,  in  the  structural  steel  business  in  the 
city  of  Washington,  testifying  as  to  the  difference  in  cost  of  steel 
now  and  two  years  ago,  said  steel  costs  $15  a  ton  more  now.  (K.  16,  p. 
1283.) 

ilr.  John  H.  Parker,  an  expert  builder  of  over  30  years'  experi- 
ence, of  tlie  firm  of  John  H.  Parker  Co.,  New  York  City,  testified 
1  hat  he  had  examined  the  Southern  Building  and  its  plans,  and  that  he 
had  found  the  building  to  be  a  good  building  of  it  ^  type,  standard  (p. 
1290) ,  and  that  he  would  estimate  the  cost  of  the  btiilding,  if  placed 
in  New  York,  to  be  $1,060,000;  that  it  would  cost  about  2  cents  a 
cubic  foot  or  about  $50,000  less  in  Washington,  and  this  was  figuring 
the  cost  at  40  cents  per  cubic  foot  in  New  York  and  38  cents  per 
cubic  foot  in  Washington,  withotit  any  architect's  fees,  and  he 
stated  that  he  thought  that  38  cents  is  a  safe  figure  for  the  com- 
mittee to  take  in  determining  what  would  be  the  cost  of  the  repro- 
duction of  the  Southern  Building  at  this  time;  and  that  the  build- 
ing would  cost  considerably  more  to-day  to  build  than  it  would 
have  cost  two  years  ago. 

Mr.  W.  F.  Thyson,  manager  of  the  Southern  Building,  in  a  letter 
addressed  to  Mr.  Robert  E.  Tuttle,  quoted  on  page  1293  of  the  rec- 
ord, gave  a  statement  of  the  cost  of  the  Southern  Building,  including 
the  extra  work  and  material  put  into  it,  over  and  above  the  Thomp- 
son-Starrett  $681,000  contract  and  including  carrying  charges  dur- 
ing the  period  of  construction.  This  amount  was  $908,114.48,  from 
which,  he  testified,  there  should  be  deducted  about  $4,000  on  account 
of  the  wrongful  inclusion  of  certain  amounts  spent  by  the  United 
States  Trust  Co.  In  Mr.  Thyson's  said  letter  to  Mr.  Tuttle,  and  in 
the  letter  of  J.  H.  Baden,  secretary,  to  Mr.  Thyson,  set  forth  on  page 
1295,  and  in  Mr.  Thyson's  "  Building  account  extra,"  set  forth  on 
pages  1306  and  1307,  itemized  accounts  of  the  cost  of  the  building 
were  furnished. 

Mr.  Thyson  was  questioned  as  follows : 

Mr.  Douglas.  I  will  ask  you  if  it  is  not  true,  Mr.  Thyson,  that  Mr.  Horowitz, 
of  the  Thompson-Starrett  Co.,  told  you  that  he  thought  there  was  a  loss  some- 
where of  $100,000  on  the  building  V 

Jlr.  Thyson.  Yes,  sir. 

Mr.  Douglas.  He  could  not  tell  whether  it  was  the  subcontractors  or  how. 

Mr.  Thyson.  But  that  it  was  lost.    He  admitted  that  it  was  lost. 

Mr.  Thyson,  on  page  1300,  further  testified  that  one  item  of  the 
account  of  Thompson-Starrett  Co.  over  and  beyond  their  original  con- 
tract was  $32,000,  and,  on  page  1302,  that  the  extra  steel  put  into  the 
building,  in  order  to  render  the  frame  capable  of  supporting  11 
stories,  amounted  to  about  $20,000. 

The  only  witness  produced  by  the  prosecution  whose  testimony, 
it  was  even  intended,  should  detract  from  the  weight  of  the  evidence 
hereinabove  detailed  as  to  the  value  and  cost  of  the  building,  was 
Mr.  Snowden  Ashford,  and  his  testimony  is  found  reported  in  record, 
9,  from  page  799  to  823.  Mr.  Ashford  is  an  architect  in  the  employ 
of  the  government  of  the  District  of  Columbia  under  the  engineer 
commissioner,  Col.  Judson,  who  had  him  called  as  a  witness.  Col. 
Judson  himself  in  one  breath  praises  him  and  in  the  next  casts  re- 
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flections  upon  his  competency  as  an  architect,  as  he  explains  how 
Mr.  Ashford  is  not  given  the  important  architectural  work  of  the 
District.  But  the  testimony  of  Mr.  Ashford,  whether  he  be  com- 
petent or  incompetent,  impartial  or  biased,  a  free  agent  or  under 
the  duress  of  the  engineer  commissioner,  is  altogether  unimportant. 
His  utter  ignorance,  as  displayed  on  both  direct  and  cross-examina- 
tion, of  the  very  propositions  to  which  his  testimony  was  supposed 
to  be  directed  is  manifest  to  all  readers  of  the  record. 

From  the  evidence  above  mentioned,  it  must  be  apparent  that  the 
cost  of  the  Southern  Building  to  the  Southern  Building  Corporation 
can  not  be  estimated  or  circumscribed  by  the  contract  made  with 
the  Thompson-Starrett  Co.  for  its  erection  for  a  consideration  of 
$681,000. 

In  addition  to  the  sums  aggregating  about  the  figure  named  in  said 
contract,  other  sums  were  spent,  as  shown  by  Mr.  Thyson's  testimony, 
as  follows : 

For  buildiug  extras  (see  R.,  Hi,  pp.  130G-1307  for  Items) $55,  768.  24 

For  architect's  fees  (see  R.,  16,  p.  129.3) 6,  000.  00 

For  builder's   risk   insurance   during   construction    (see   R.,   16,    p. 

1293) 818.  00 

For  taxes  during  construction  (see  R.,  16,  p.  1293 30,464.65 

For  interest  on  bonds  during  construction  (see  R.,  16,  p.  1293) 57,413.03 

For    Lmpi'oveuieiits    made    Iiy    I'nited    States    Trust    Co.     (see    R., 

16,  p.  1295) 72,408.4.-1 

These  amounts,  together  with  other  expenses  mentioned  on  page 
1293,  added  to  the  amount  paid  to  Thompson-Starrett  Co.  under  the 
principal  contract,  make  the  total  cost  of  the  building,  in  accordance 
with  Mr.  Thyson's  figures,  after  correction  of  the  United  States  Trust 
Co.  item,  $903,866.38. 

It  would  also  seem  apparent  from  the  testimony  that  a  building  which 
cost  $903,866.38  about  two  years  ago  would  cost  in  the  neighborhood 
of  $1,050,000  at  the  present  time;  so  that,  with  cost  as  a  criterion, 
the  present  valuation  of  the  building  placed  by  appraisers  at  a  lower 
figure  can  not  be  excessive. 

There  was  evidently  some  doubt  in  the  minds  of  the  committee 
at  the  hearing  of  the  propriety  of  the  inclusion  in  building  cost  of 
several  items  placed  in  the  account  by  Mr.  Thyson,  and  a  few  words 
of  explanation  may  be  here  given. 

The  building  extras,  of  course',  go  into  such  an  account,  and  could 
not  go  elsewhere.  Possibly  they  happened  to  come  as  a  surprise  to 
some  of  those  who  previously  had  Imowledge  of  the  principal  Thomp- 
son-Starrett Co.  contract  and  who  had  relied  upon  that  instrument 
to  show  the  entire  cost  of  erection.  This  must  be  the  only  ground  for 
questioning  this  item. 

The  architect's  fees,  also,  of  course,  form  a  part  of  the  cost,  and 
should  as  naturally  be  included  aS'  would  be  a  builder's  fees,  or  the 
profit,  if  any,  that  a  builder  would  ordinarily  have  in  his  contract; 
and  equally  the  builder's  risk  insurance  upon  the  structure  required 
during  the  construction  enters  as  a  proper  item. 

A  few  moments'  reflection  ought,  then,  to  convince  us  that  the 
taxes  paid  on  land  and  building  during  construction  and  the  interest 
on  the  bonds,  or,  indeed,  on  any  money  expended  in  the  property,  for 
the  period  in  which  the  investment  was  necessarily  inactive — dur- 
ing construction — should  not  improperly  be  charged  to  the  cost 
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account.  The  fact  can  not  be  escaped  that  both  taxes  and  interest 
in  such  a  case  are  part  of  the  investment,  which  means  a  part  of  the 
cost,  and  they  should  be  carried  in  the  cost  account  until  earning 
capacity  is  given  or  restored  to  the  land.  The  propriety  of  placing 
these  items,  in  accordance  with  the  natural  and  simple  and  usual 
method,  in  the  building  cost  account  as  distinguished  from  the  land 
cost  account  may  be  shown  by  illustration : 

Suppose  that  A  owns  Whiteacre,  whereupon  is  situatoci  White  liOdge,  which 
pays  a  revenue  equal  to  interest  on  the  v;ilue  of  the  whole  property.  He  de- 
cides from  pure  whim  to  replace  White  Lodge  by  Black  Lodge,  and  contracts 
with  Thompson-Starrett  Co.  for  $681,000  to  make  the  substitution.  For  a  year 
and  a  half  thereafter  the  entire  property  is  out  of  commission  as  a  revenue 
property,  and  he  is  paying  rent  for  living  quarters  elsewhere,  and  at  the  end 
of  that  time  A  is  presented  with  Black  Lodge  complete,  witli  the  value  of  the 
land  in  no  way  affected,    ^^'hat  then  has  Black  Lodge  cost  him? 

The  answer  should  be  plain  that,  besides  the  value  of  the  old  building.  Black 
Lodge  has  cost  him  the  original  contract  price  for  the  new  building,  plus  the 
price  paid  for  all  extras  and  insurance  and  architect's  fees,  plus  the  taxes  he 
has  had  to  pay  while  the  property  was  unproductive,  and  plus  the  proper  value 
of  his  investment  both  in  land  and  building  while  he  was  kept  out  of  their 
enjoyment  by  the  building  operations. 

And  not  iinly  should  the  interest  on  loans  that  go  into  the  property — the 
bonds — be  considered  (unless  the. rate  of  interest  be  excessive)  within  "the 
proiier  value  "  of  his  investment,  thus  to  be  charged  to  the  building  cost  account, 
but  A  should  even  be  allowed  a  fair  rate  of  interest  for  the  construction  period 
for  whatever  amount  of  actual  money  he  has  invested  in  land  or  building — all 
to  be  charged  to  the  same  building  cost  account.  The  entire  property  and  In- 
vestment having  been  subordinatoil  to  the  whim  of  securing  Black  Ix)dge,  in 
no  other  way  could  the  real  cost  of  his  investment  in  Black  Lodge  be  reached. 
Normally,  the  land  would  not  have  increased  in  value  by  the  operation,  but, 
even  if  the  land  had  increased  in  value,  it  would  probably  have  done  the  same 
thing  with  the  original  building  remaining  thereon,  and  would  be  the  mere 
unearned  increment  of  the  land,  a  separate  thing  from  any  building  account 
and  should  not  affect  the  principle  of  this  reasoning,  unless  the  increase  in 
value  was  solely  due  to  the  presence  of  the  new  building. 

Then,  with  equal  facility,  the  propriety  of  including  the  United 
States  Trust  Co.  expenditure  of  $72,408.45  in  the  cost  of  the  build- 
ing can  be  shown.  This  propriety  can  scarcely  be  questioned  when, 
in  our  inquiry  as  to  the  value  of  the  property  bought  by  the  insur- 
ance companies,  we  find  that  the  trust  company  improvements  have 
actually  gone  into  the  building  and  have  become  part  and  parcel 
of  the  realty,  and  are  exceedingly  valuable  and  appropriate  for  the 
property.  It  is  true  that  under  the  lease  to  the  United  States  Trust 
Co.  that  company  may  move  out  at  the  end  of  10  years  and  the 
building's  owners  then  be  required  to  pay  one-half  the  value  of  these 
improvements,  but  this  undesirable  feature  is  more  than  offset  by  the 
facts  in  evidence  that  the  trust  company  has  what  it  considers  a  valu- 
able lease,  even  under  its  rising  scale  of  prices ;  that  it  may  have  to 
move  (E.,  12,  p.  1042),  and  that  the  space  could  now  be  rented  for 
$5,000  in  excess  of  the  present  rental  (R.,  16,  p.  1320),  and  that  the 
trust  company  could  now  dispose  of  this  lease  at  a  profit  (E.,  10,  p. 
1042) — then,  after  all,  the  earning  capacity  of  the  building,  as  esti- 
mated by  Mr.  Thyson,  and  which  gives  a  complete  basis  in  itself  for 
valuation  of  the  property  through  income  production,  is  reckoned  on 
the  present  low  rate  of  rental  (E.,  16,  p.  1320),  and  this  should 
effectually  dispose  of  any  contention  that  the  trust  company  through 
rebates  in  rental  has  any  interest  which  would  detract  from  the  value 
of  its  improvements  to  the  owners  of  the  building. 
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C.    LAND    AND    BUILDING. 

By  virtue  of  the  transfer  made  by  Southern  Building  Corporation 
to  the  First  National  and  Commercial  Insurance  Cos.,  the  vendees 
acquired  title  to  the  land  and  building  subject  to  encumbrances  ag- 
gregating $1,300,000. 

1.  2'he  mortgages. — Having  had  this  property  appraised,  each  of 
these  companies  carries  its  profit  in  this  investment,  in  accordance 
with  the  appraisement,  as  an  asset  of  $210,940.75.  The  purchase  of 
these  companies  need  not  be  considered  as  a  mere  equity,  for  it  is  the 
physical  property,  subject  to  the  $1,300,000  of  encumbrances,  and  it 
was  the  physical  property  that  was  appraised. 

Some  suggestion  has  been  made  that  the  value  of  the  land  and 
building  is  affected  and  diminished  by  the  presence  of  the  encum-' 
brances,  but  it  is  submitted  that  the  mortgages  can  have  no  effect  in 
ascertaining  the  permanent  value  of  the  property.  Mortgages  of 
realty  are  merely  collateral  security  for  outside  obligations,  and 
whether  the  mortgages  here  had  been  given  to  secure  one  dollar  or 
five  million,  that  would  not  be  evidence  in  determining  the  value  of 
their  security. 

Of  course,  if  the  mortgages  were  permanently  affixed  or  neces- 
sarily would  run  with  the  land  for  a  very  long  period  and  could  not 
be  detached,  there  might  be  something  in  the  theory  of  their  affecting, 
the  value  of  the  real  estate.  In  such  a  case  all  that  could  be  bought 
would  be  the  equity  of  redemption  in  a  property  which  never  could 
be  freed  from  the  mortgage  obligation,  and  it  would  lower  the  value 
of  the  property.  But  in  this  case  no  such  condition  exists.  The 
desirable  o  per  cent  $800,000  first  mortgage  matures  in  June,  1920; 
the  second  mortgage,  at  6  per  cent,  for  $275,000,  matures  in  May, 
1915;  and  the  third  mortgage,  at  6  per  cent,  for  $225,000,  matures  in 
April,  1915.  So  that  the  two  burdensome  encumbrances,  on  account 
of  the  high  rate  of  interest,  run  for  only  about  two  years  longer,  and 
no  doubt,  as  in  the  case  of  almost  every  security  of  the  kind,  the  pur- 
chasers could  at  any  time  pay  them  off,  and  probably  no  premium 
would  be  exacted,  or  a  very  small  one. 

Instead  of  diminishing  the  value  of  proi)erty,  the  fact  of  the 
existence  of  a  mortgage,  which  need  not  be  immediately  paid,  it  is 
the  experience  of  most  of  us,  operates  to  enhance  value.  It  gives  the 
purchaser  an  opportunity  to  acquire  the  property  without  jnitting  up 
its  entire  value  in  cash. 

But  whatever  may  be  said  on  this  point  of  the  property  being 
subject  to  the  encumbrances,  if  we  make  allowances  for  the  interest 
of  $70,000  per  year  and  estimate  the  value  of  the  property  by  its 
earning  capacity  at  $100,000  net  (as  testified,  R.,  — , -p.  — ),  there 
still  remains  $30,000  per  year,  which  all  would  have  to  agree  would 
be  a  very  fine  return  on  an  investment  of  the  value  of  $421,880 — or 
over  7  per  cent.  When  we  consider  that  the  6  per  cent  mortgages 
may  be  paid  off  in  about  two  years  without  any  premium,  and  that 
new  financing  of  the  property  at  lower  rates  of  interest  has  practi- 
cally been  accomplished  ($1,000,000,  E.,  __,  p.  — ),  so  that  the  heavier 
burden  may  be  removed— all  coupled  with  the  fact  that  the  prospects 
are  for  considerable  enhancement  in  value  of  the  property — it  is 
submitted  that  the  investment  is  made  to  appear  to  be  an  unusually 
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good  investment.  As  a  matter  of  fact,  if  the  physical  property  in- 
creases in  value  as  much  as  5  per  cent,  there  would  be  a  profit  of 
about  25  per  cent  in  the  in^'estment  of  the  companies,  and  as  the 
enhancement  proceeds  this  ratio  would  be  kept  up. 

2.  Earning  capacity. — The  gross  earning  capacity  of  the  property 
as  testified  by  the  officer  in  charge  of  the  building,  Mr.  Thyson,  is 
from  $147,000  to  $1.">0,000.  Deducting  gross  operating  expenses  and 
taxes,  a  net  earning  capacity  of  $114,500  was  shown.  Then  allow- 
ing $14,500  for  vacant  space  and  repairs,  $100,000  was  left  as  a  return 
upon  the  appraised  value  of  the  property  of  $2,000,000.  Without 
taking  into  account  the  probable  future  enhancement  in  value  of  the 
property  or  the  higher  rent  to  be  hereafter  paid  by  the  United  States 
Trust  Co.,  these  figures  would  seem  to  prove  the  correctness  of  the 
estimates  heretofore  made  of  the  value  of  the  land  and  the  building 
separately  by  the  appraisers  and  by  most  of  the  witnesses  before  this 
committee. 

Mr.  Thyson  further  placed  in  e\idence  (E.,  17,  ]).  1346)  a  summary 
of  the  operating  expenses  of  the  building  for  the  past  seven  months, 
as  compiled  by  himself  with  the  assistance  of  Mr.  Wolfe,  the  actuary. 
This  summary  showed  an  average  expenditure  of  $1,980.42  per  month 
for  the  period  covered.  It  included  accounts  for  light,  power,  and 
all  other  operating  expenses,  but  did  not  include  taxes. 

That  5  per  cent  would  be  a  handsome  return  on  $2,000,000  goes 
without  saying.  The  testimony  of  witness  after  witness  is  to  this 
effect,  and  the  most  hostile  of  the  witnesses  not  only  gave  testimonj' 
on  this  point,  but  several  of  them  admitted  their  own  properties  were 
capitalized  at  a  rate  of  3  and  4  per  cent.  Both  Mr.  Best  and  Mr. 
Wolfe,  as  insurance  experts,  testified  that  the  returns  on  real  estate 
from  insurance  companies  would  generally  run  from  3  to  4  per  cent. 

In  order  to  minimize  this  showing  of  value  in  earning  capacity, 
it  was  suggested  that  an  "  obsolescence  "  allowance  of  2  per  cent  on 
the  valuation  of  the  building  should  be  made  each  year  and  that  this 
allowance,  estimated  at  $16,000,  should  be  charged  agnhist  the  earn- 
ing capacity  or  again^it  the  net  income,  thereby  reducing  the  net 
return  of  the  building  to  $84,000  per  annum. 

The  lack  of  logic  and  the  impossibility  of  treating  the  $16,000 
per  year  or  "  obsolescence  "  allowance,  even  if  it  be  admitted  that 
there  should  be  one,  in  this  way,  is  readily  seen  upon  analysis.  The 
theory  of  the  allowance  is  that  the  usefulness  of  the  building  will 
last  for  50  years  and  that  2  per  cent  per  annum  upon  its  value  should 
be  deducted  to  cover  the  losses.  But  suppose  the  deduction  of 
$16,000  to  be  made  each  year  from  the  $150,000  of  gross  earning 
capacity,  then  in  9|  years  the  entire  earning  capacity  would  be  gone, 
or,  if  we  took  the  net  return  or  income  of  $100,000  as  the  basis,  then 
in  6J  years  the  entire  income  would  be  gone,  and  the  query  would 
become  pertinent,  what  becomes  of  the  building  for  the  remaining 
40f  years  or  the  43J  years  of  its  usefulness,  according  to  the  theory 
of  the  "  obsolescence  "  suggestion  itself  ? 

However,  since  the  trend  of  all  the  evidence  taken  before  the  com- 
mittee is  to  the  effect  that  the  value  of  the  property  is  going  up  and 
will  continue  to  advance  so  that  the  increment  in  value  of  the  land 
will  more  than  take  care  of  any  "  obsolescence "  in  the  building, 
and,  more  concretely,  as  the  owners  of  the  property  will  soon  derive 
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additional  revenue  from  the  United  States  Trust  Co.  under  its  lease, 
it  is  submitted  that  there  is  little  of  importance  in  the  suggestion 
referred  to. 

The  fact,  too,  that  the  building  was  built  on  a  frame  sufficient  to 
support  two  additional  stories  and  the  probability  of  these  addi- 
tions being  made,  add  materially  to  the  prospective  earning  capacity 
of  the  property,  without  increasing  in  anything  like  the  same  pro- 
portion either  the  operating  expenses  or  the  investment. 

3.  Success. — The  Southern  Building  and  its  location  have  proved 
a  remarkable  success  in  the  business  world  of  Washington. 

As  "  The  best  laid  plans  o'  mice  and  men  gang  aft  agley,"  so  the 
committee  must  recogiiize,  as  does  the  world,  that  such  an  enterprise 
as  the  erection  of  and  investment  in  a  plant  of  the  dimensions  of 
the  Southern  Building,  irrespective  of  its  cost,  is  a  venture — neces- 
sarily in  its  nature  something  of  a  gamble — and  the  fact  has  been 
apparent  for  several  months  that  the  Southern  Building  is  the  suc- 
cessful office  building  of  Washington.  Its  size,  accommodating 
"community  of  interest,"  its  light  and  air,  the  adjoining  alley,  the 
fcize  and  plan  of  rooms,  its  economy  of  space,  as  well  as  its  location,, 
have  proved  so  attractive  that  in  its  first  year  of  occupancy  more  than 
90  per  cent  of  its  space  was  rented,  and  its  earning  ability  assured. 
Surrounded  now  (or  soon  to  be)  by  such  new  structures  as  Union 
Trust  Building,  Shoreham  Hotel,  Woodward  Building,  Wilkins  Build- 
ing, Shoen  Building,  Comwell's  store,  Maryland  Building,  the  Mont- 
rose developments.  University  Club,  Bellevue  Hotel,  and  the  Arling- 
ton Hotel,  probably  to  be  followed  by  innumerable  others,  its  future 
can  scarcely  be  considered  less  than  established. 

III.   THE  INSTJBANCE  COMPANIES. 

The  third  main  head,  which  we  nf)w  wish  to  discuss,  may  be  called 
the  insurance  companies,  and  for  convenience  we  subdivide  into 
four  heads — first,  stock  selling  contracts;  second,  underwriting  con- 
tracts; third,  literature,  and  fourth,  management  and  conditions  of 
companies. 

1.  Stock  Selling  Contracts. 

Here  we  find  that  both  the  Commercial  Fire  Insurance  Co.  and 
the  First  National  Fire  Insurance  Co.  have  contracts  with  Tuttle, 
Wightman  &  Dudley  (Inc.),  by  which  they  are  to  pay  for  the  sell- 
ing of  stock  a  sum  not  greater  than  12^  per  cent  of  the  sales  for 
expenses,  the  charges  to  be  made  against  the  companies,  just  in 
accordance  with  the  amounts  spent,  and  in  addition  thereto  the  com- 
panies are  to  pay  Tuttle,  Wightman  &  Dudley  7|  per  cent  upon  such 
sales  for  their  services. 

These  contracts  have  been  criticised  as  being  excessive  in  the  per- 
centages allowed,  but  a  comparison  with  percentages  paid  in  like 
cases  by  other  companies  will  show  that  they  are  not  unreasonable. 
Mr.  Best,  the  insurance  expert  and  president  of  Alfred  M.  Best  Co.,. 
testified  (E.,  7,  p.  659)  that  the  expenses  of  organizing  Sterling  Fire 
Insurance  Co.  of  Indiana  was  about  40  per  cent ;  that  of  organizing 
Detroit  National  Fire  Insurance  Co.  34  per  cent;  that  of  Vulcan 
Fire  Insurance  Co.  45  per  cent ;  that  of  Southwestern  Surety  Co.  of 
Texas  more  than  25  per  cent;  and   (p.  660)   he  also  testified  that 
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United  American  of  Kentucky,  Henry  Clay  Fire  Insurance  Co.  of 
Kentucky,  and  Great  Southern  Fire  Insurance  Co.  of  Kentucky  had 
heavy  organization  expenses,  the  figures  of  which  he  did  not  remem- 
ber, though  from  the  question  asked  hi'm  it  may  be  assumed  that  the 
cost  of  their  organization  was  30  per  cent,  20  per  cent,  and  25  per 
cent,  respectively. 

The  allowance  of  12i  per  cent  for  the  selling  of  Commercial  stock 
W!is  not  sufficient  to  cover  the  expenses  (E.,  20,  p.  l.n'iS),  but  ^Ir. 
Tuttle  testifies  (p.  1543)  that  all  but  $6,000  of  the  7\  per  cent  allowed 
to  him  and  his  associates  was  expended  in  pLicing  the  stock,  this 
being  over  and  above  the  121  per  cent  allowance.  This  fact  alone 
indicates  that  the  contract  percentages  could  not  be  unreasonable. 

A-<  to  the  First  National  stwk  selling  contract,  Mr.  Best,  the  arch- 
-litic  (K..  7,  p.  GIS).  testifies  that— 

ill  ilie  i-.isr  cif  the  First  N.-iridii;'!  the  ex|>f!iiKfs  in  ci'iitrrsl  with  other  iiroiiiotioiis 
I'Mvc  been  i-enll.v  quite  uioileriUo.  *  *  '  The  ex|ieiises.  iiielndiiig  the  fee  of 
7;  jier  ci'iit.  w,]s  rdiisiden  lily  less  th-'ti  (lics^.  of  n  iiiiiuber  df  iillier  prdiiiofioiis 
■ivlii,-h  li.-ive  been  Hntited  in  i-eeeiil  ypjiv.-,,  !  Ihiiik.  in  liiii'iiess.  Hint  slionld  be 
si  ill  Pit  in  (he  rev-ovd. 

'I'he  total  expen.se  in  tlie  case  of  selling  this  stock  Avas  11  per  cent, 
Avhich  inclndtMl  the  Ti  per  cent  fee  (o  Tuttle,  "Wightman  &  Dudley. 
theii'  being  (J  jht  cent  (iiit  of  the  total  allowance  for  expenses  turned 
back  into  the  treasury  of  the  comp:iny  (1\.,  20,  p.  1553)  ;  and  Mr. 
Wolfe  testified  that  this  was  a  very  moderate  expense  for  distribut- 
ing: the  sl(;(k  (II..  IT,  p.  1376).  The  fees  of  Tuttle,  AA'ightnian  & 
Dudley  amounted  to  about  $113,000,  but  as  Mr.  Tiitth'  testifies  (R., 
20,  p.  I.")."i5)  the  organization  of  the  P^irst  National  Fire  Insurance 
('().,  with  $1,780,000  subscribed  capital,  was  the  culmination  of  his 
efforts,  which  covered  a  period  of  |)ractically  four  years. 

This  stock  selling  liy  mail,  accomplished  by  Tuttle,  Wightman  & 
J)udley.was  an  innovation  in  insurance  organizations.  (R.,  7,  p.  659.) 
It  had  the  advantages  over  personal  solicitation  of  rapidity  (see  Mr. 
Best's  testimony  (R..  7.  p.  612),  and  of  less  likelihood  of  misrepre- 
sentation of  facts  (see  Mr.  Best's  testimony,  R.,  7,  p.  (ill),  and 
altogether  was  less  expensive  than  selling  by  salesmen,  as  Mr. 
Best  testifies  (R..  7,  p.  659).  In  fact,  :\Ir.  Tuttle  states  (R..  20, 
p.  1588)  that— 

witliont  stuck  sellinfj  on  (lOr  plan,  no  eoinpiiny  would  <'vei-  bi-  nr^Mnized.  e.\ii'|iv 
siiili  .-1  limited  nnniber  as  niiRht  be  fi!i!in''ed  by  a  few  rich  men.  ••nid  those 
i-umi  anies  wonld  be  npt  to  be  in  the  insuruici'  trnst.  It  is  inijiossible  lo 
orsiinize  n    fire  insnrnnce  company   by   popular   subscription   without   ex|iense. 

And  Mr.  Tuttle  (R.,  20,  p.  1553)  attributes  the  dilference  in  cost 
in  selling  the  Commercial  stock  and  in  selling  the  First  National 
stock  to  the  fact  that — 

the  phius  nre  entirely  dissimibir.  The  Conmiereial  stock  was  sold  by  salesmen, 
and  tliat  is  slow  work  .ind  expensive  work.  The  First  Xationnl  stock  w,-is  sold 
tiy  mail,  which  proved  to  be  very  much  more  ccoiiuniicul  than  the  salesmen. 

He  further  states  (same  page)  that  there  never  was  any  previous 
successful  attempt  to  sell  a  large  amount  of  stock  of  a  new  fire  insur- 
ance company  through  the  mails.  Finally,  then,  it  is  to  be  said  that  the 
advantage  that  Tuttle,  Wightman  &  Dudley  got  through  the  con- 
tract here  mentioned  is  an  advantage  they  are  fully  entitled  to  on 
account  of  their  own  ingenuity  in  putting  into  execution  a  cheaper 
system  of  selling  stock. 


investigation  of  insufiance  companies.  1981 

2.  Underwriting  Contbact.s. 

Contracts  were  made  by  both  Commercial  Fire  Insurance  Co.  and 
First  National  Fire  Insurance  Co.  with  Tuttle,  Wightman  &  Dudley 
upon  a  basis  of  35  per  cent  of  premiums  plus  10  per  cent  of  the  under- 
writing profits  that  inured  to  the  companies. 

This  was  a  general  agency  contract,  and  as  to  the  policy  of  putting 
the  business  of  fire  insurance  companies  into  general  agencies  there 
is  some  difference  of  opinion,  but  many  companies  use  the  general 
agency  plan,  as  the  Hartford,  the  Globe  &  Rutgers,  the  United  States 
Underwriters,  the  Philadelphia  Underwriters,  the  Columbia  Under- 
writers, Niagara-Detroit  Underwriters,  the  Prussian  National,  and 
others,  as  testified  to  by  Mr.  S.  J.  Johnson,  a  practical  fire  insurance 
man  (R.,  19,  pp.  1447-1449) ;  and  Mr.  E.  P.  Fitch,  another  practical 
fire  insurance  man,  testified  (R.,  19,  p.  1490)  that  it  was  inuch  better 
for  a  small  company,  or  a  new  company  trying  to  expand,  to  have 
an  underwriter  assume  the  expenses  and  operations  and  take  a  chance 
of  being  compensated  later,  than  for  the  company  to  have  to  risk 
that  money  itself  in  the  beginning. 

The  contingent  interest  of  10  per  cent  given,  as  in  this  case,  to 
Tuttle,  Wightman  &  Dudley,  being  based  upon  the  iivderwrithui 
froftts  of  the  companies,  gives  to  the  underwriters  a  real  interest, 
and  what  has  been  called  an  identity  of  interest,  in  the  success  of  the 
companies  over  and  above  the  general  interest  they  would  have  on 
account  of  the  35  per  cent  of  premiums;  although  this  identity  of 
interest  would  be  practically  assured  in  most  instances  by  a  contract 
for  15  years  (the  period  covered  by  the  Tuttle,  Wightman  &  Dudley 
contract)  if  it  were  on  the  35  per  cent  basis  alone.  The  effect  of  the 
contingent  interest  as  testified  by  Mr.  S.  J.  Johnson  (R.,  19,  p.  1455) 
is  that  it  puts  a  premium  on  carefulness  of  selection  of  risks.  Mr. 
Tuttle  (R.,  20,  p.  1579)  testifies,  "  Our  interests  are  exactly  parallel 
with  those  of  Commercial  Fire  Insurance  Co.  and  with  the  stock- 
holders of  that  company." 

The  fact  that  members  of  the  Tuttle,  Wightman  &  Dudley  cor- 
poration are  also  directors  in  the  insurance  company  is  not  at  alt 
unusual  in  general  agency  cases,  and  Mr.  Wolfe  (R.,  17,  p.  1379^ 
states  that  he  knows  that  at  one  time  the  North  River  Fire  Insurance 
Co.  had  a  similar  contract  with  Mr.  Crum,  who  was  either  president 
or  secretary  of  the  insurance  company  and  of  the  underwriting^ 
agency,  though  he  does  not  know  whether  this  is  now  true,  and  Mr., 
Wolfe  also  states  that  it  is  not  an  uncommon  thing  in  New  York,  and. 
as  he  remembers,  the  president  of  Home  Insurance  Co.  has  an  under- 
writing interest  in  the  premium.  Mr.  Wolfe  further  states  (p.  1397) 
that  it  is  not  an  unusual  contract  in  that  respect  on  account  of  this 
relationship,  similar  contracts  being  made  over  and  over  again  in  th<' 
fire  insurance  business  (p.  1399)',  and  that  basing  his  opinion  upon 
past  experience  he  thinks  it  is  safe,  and  a  safe  policy. 

Mr.  S.  J.  Johnson  (R.,  19,  p.  1448)  states  that  Crum  &  Foster, 
underwriters,  are  officers  and  directors  of  four  companies.  And  again 
(p.  1467)  he  states  that  a  general  agent's  livelihood  js  absolutely- 
dependent  on  his  success  as  an  underwriter  and  that  he  has  to  be 
careful.  So  that,  so  far  as  the  evidence  goes,  it  may  fairly  be  assumed 
that  any  underwriters  having  a  contract  covering  a  long  term  with 
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the  companies  would  certainly  be  interested  in  the  upbuildinfj  of 
the  companies  and  in  the  selection  of  the  best  risks  for  them. 

It  is  shown  that  Mr.  Tuttle  is  a  conservative  man  in  taking  risks 
for  the  Commercial  and  the  First  National.  Mr.  S.  J.  Johnson 
testified  (E.,  19,  p.  1466),  "  It  has  been  determined  to  hold  the  size  of 
lines  down  and  be  very  particular  about  the  risks  we  write — to  bf 
careful ;  that  the  contingent  is  the  thing  that  is  going  to  count  even- 
tually ;  that  their  reputation  depends  on  their  successf ulness."  Also 
see  testimony  of  Mr.  Fitch  (R.,  19,  pp.  1487-1488). 

Jlr.  Fitch.  I  remember  two  or  three  conversations  with  ilr.  Tuttle  in  which 
1  perhaps  expressed  myself  rather  strongly  as  thinking  that  he  was  rather 
too  conservative  for  a  company  of  this  size  and  location,  and  witli  liis  agency 
iilant.  I  have  been  connected  with  other  companies,  both  smaller  and  larger, 
«nd  there  were  times  when  I  thought  his  limitations  were  too  severe.  There 
*re  certain  classes  of  risks,  I  might  add,  that  are  found  on  the  prohibited 
list  of  almost  every  insurance  company,  and  then  each  company  has  its 
own  particular  classification  that  their  experience  has  taught  them  to  be 
avoided.  It  was  these  features  that  were  frequently  the  sub.iect  of  con- 
versation between  Mr.  Tuttle  and  myself.  In  addition  to  that,  when  the 
mail  first  c.ime  to  Mr.  Tuttle's  desk,  after  it  was  opened,  he  frequently 
wrote  upon  a  report  received  from  an  agent  that  this  should  be  canceled  or 
declined,  or  some  information  obtained.  Those  instructions  were  always  fol- 
lowed out.  But  by  no  means  would  it  mean  that  no  risks  were  ordered  can- 
celed except  those  that  were  so  noted,  because  with  the  additional  information 
we  would  get  after  a  careful  examination  of  the  papers,  it  would  be  ^ery  likely 
that  we  would  decide  for  ourselves — and  when  I  say  "  we  "  I  refer  to  myself  and 
those  who  work  with  me — that  we  would  cancel  certain  policies  because  they 
did  not  appear  to  us  to  be  first  class  as  near  as  we  could  determine.  *  *  * 
The  underwriting  has  beeti  done  with  a  distinct  effort,  in  my  opinion,  to  select 
good  risks. 

Mr.  Fitch  further  testified  (pp.  1503-1504)  that  should  any  ques- 
tion arise  between  either  insurance  company  and  the  underwriters 
that  the  board  of  directors,  in  his  opinion,  would  appear  for  the 
company  and  that  Messrs.  Tuttle,  Wightman  &  Dudley,  being  a 
minority  of  the  board  of  directors,  he  presumed  they  would  represent 
themselves  and  let  the  other  members  look  out  for  the  company.  The 
board  of  directors  consists,  according  to  Mr.  Fitch  (R.,  19,  p.  1509), 
of  13  members,  of  which  Messrs.  Tuttle,  Wightman  &  Dudley  are 
three.  And  again  he  testified  (p.  1508)  that  he  did  not  Imow  in  what 
t'elation  the  underwriters  and  insurance  companies  might  be  brought 
into  conflict  and  that  there  was  "  a  complete  identity,  inasmuch  as 
the  rights  of  either  party,  if  you  wish  me  to  put  it  in  that  way,  are 
clearly  understood.    There  is  no  occasion  for  adjusting  diilerences." 

Mr.  S.  J.  Johnson  (R.,  19,  p.  1465)  testified  that  the  underwriting 
was  left  in  his  hands  with  permission  to  cancel  or  refuse  any  business 
f&at  he  desired  and  that  he  and  Mr.  Fitch  personally  pass  upon  the 
Erisks  and  that  Mr.  Tuttle  does  not  as  a  rule,  and  "  we  are  writing 
smaller  lines  than  a  company  of  this  size  would  ordinarily  write  if  it 
were  an  older  company  in  order  that  we  might  build  up  slowly  with- 
out getting  any  large  losses  that  would  hurt."  And  Mr.  Tuttle  testi- 
fies (R.,  20,  p.  1578),  "  We  canceled  about  a  hundred  thousand  dollars 
of  premiums  last  year  because  we  did  not  think  the  business  was 
^ood."  And  he  further  testified  that  by  taking  poor  risks  the  under- 
writers "  would  make  a  little  bit  of  money  one  year  and  that  would  be 
the  end  of  it  if  you  were  burnt  up." 

Judge  Gould'  (R.,  23,  p.  1724)  testifies  "  that  Tuttle,  Wightman  & 
Dudley  have  canceled  business  on  which  they  could  have  just  as  well 
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received  an  underwriting  premium,  doing  it  of  their  own  volition, 
for  the  sake  of  interest  of  the  company,"  and  that  an  underwriter's 
business  "  depends,  as  I  have  stated,  on  the  company  behind  him.  If 
he  is  going  to  ruin  that  company  by  burning  it  up,  his  underwriting 
contract  becomes  of  no  value."  Ajid  (R.,  23,  p.  1728)  Judge  Gould 
further  states : 

I  should  say  a  large  majority  of  the  board  of  directors  have  no  Interest  in 
Tuttle,  Wightman  &  Dudley — ^not  the  remotest — except  as  they  hope  to  see  them 
make  the  companies  a  success.  I  should  say  a  large  majority  of  the  board'.  I 
have  not  the  list  here,  and  I  could  not  name  them. 

Mr.  S.  J.  Johnson  (R.,  19,  p.  1456)  testifies  that  he  considers  the 
underwriting  contracts  reasonable.  And  Mr.  Best  (E.,  6,  p.  601) 
stated  that  he  did  not  think  the  amount  of  commissions  unreasonable. 
Furthermore,  it  is  found  that  the  prior  underwriting  contract  of  the 
Commercial  with  Mr.  Kelly  was  less  advantageous  in  that  it  was  for 
37|  per  cent  commissions  plus  10  per  cent  contingent.  And  Mr.  R.  N. 
Harper,  director  and  bank  president,  testified  (E.,  23,  p.  1762)  that 
the  Kelly  contract  was  otherwise  less  advantageous  and  that  the 
Tuttle,  Wightman  &  Dudley  contract  was  looked  upon  by  the  board 
at  the  time  as  a  more  favorable  contract  for  the  insurance  companies, 
and  he  would  not  have  agreed  to  it  if  he  had  not  thought  it  reason- 
able. It  is  testified  by  Mr.  Tuttle  (R.,  20,  p.  1552)  that  Tuttle,  Wight- 
man  &  Dudley  (Inc.)  has  lost  money  out  of  the  underwriting  con- 
tracts. 

As  to  the  First  National  underwriting  contract,  it  was  first  executed 
by  the  organization  board  of  the  insurance  company  and  later 
adopted  by  the  board  of  directors,  which  Mr.  Tuttle  did  not  dominate. 
Practically  no  business  having  been  done  under  this  contract  or 
money  made  out  of  it,  it  can  scarcely  be  said  to  warrant  special  atten- 
tion in  this  brief. 

3.    LlTERATUEE. 

The  literature  gotten  out  by  the  companies  has  been  the  basis  of 
charges  by  Mr.  Best,  president  of  the  A.  M.  Best  Co.,  insurance  pub- 
lishers, in  several  particulars  in  which  he  stated  that  it  was  mislead- 
ing. The  evidence  shows  that  most  of  this  literature  was  submitted 
to  counsel  or  a  board  committee,  and  some  of  it  to  the  Post  Office 
Department  before  getting  it  out  (R.,  7,  pp.  618,  619),  and  Mr. 
Tuttle  (R.,  19,  pp.  1521-1523)  shows  that  some  of  it  was  sent  over  to 
the  insurance  department  of  the  District  government,  with  the  re- 
quest that  it  be  looked  into ;  and  the  report  was  received  that  it  had 
been  submitted  to  somebody  connected  with  the  corporation  counsel's 
office.  Judge  Gould  (R.,  23,  p.  1745)  testifies  as  to  the  necessity  of 
being  careful  not  to  deceive. 

Judge  Gould.  It  is ;  absolutely.  And  to  my  information  the  company  in  this 
case  was  extremely  careful  in  its  literature.  Of  course,  men  differ  iis  to  how 
far  you  ought  to  go  in  boosting  your  goods,  ns  the  saying  is,  how  much  trade 
talk  is  legitimate.  But  I  think  this  company  exercised  great  care  in  formulat- 
ing its  literature,  and  it  had  to.  This  company  started  out  in  an  atmosphere 
that  was  most  unfavorable  to  selling  anything  through  the  mail.  As  we  all 
know,  it  has  been  an  era  of  fraudulent  enterprises.  And  anybody  who  tries  to 
sell  anything  through  the  mails,  promising  profits,  has  got  to  exercise  the 
greatest  care.  I  think  that  was  present  in*  the  minds  of  the  people  who  pre- 
pared this  literature.     I  had  no  connection  myself  with  the  preparation  of  the 
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literature.  We  were  at  a  time  wlieii  it  was  plienomenal  that  this  stock  could 
have  been  sold  in  view  of  the  fraudulent  enterprises  that  have  been  uncovered 
and  prosecuted  by  the  Government,  and  I  think  it  is  a  tribute  to  tlie  bone  fides  of 
the  transaction  that  it  has  been  able  to  do  what  it  has  done. 

Mr.  Wolf  (K.,  IT,  pp.  1376-1377)  states  that  he  has  been  over  the 
literature  of  these  companies  and  that  he  does  not  think  it  misleading 
"no  more  than  the  average  literature  of  any  promotion  is  mis- 
leading," and  that  he  did  not  think  Mr.  Best^s  criticism  was  true. 
Mr.  Redfield,  a  member  of  the  committee,  went  to  Mr.  Best  and 
asked  him  to  come  and  testify  as  to  the  facts  of  tlie  information  he 
gave  Mr.  Redfield.  He  ajjpeared  hostile  to  INIessrs.  Tuttle,  Wightman 
&  Dudley,  and  the  reason  for  hostility  was  easily  found.  It  seems 
that  he,  by  virtue  of  being  a  publisher,  assumed  the  right  to  demand 
answers  to  questions  propounded  by  him  to  insurance  companies 
(R.,  6,  p.  514  et  seq. ;  also  R.,  26,  p.  1928),  and  took  umbrage  at  Mr. 
Tuttle  not  giving  him  the  information  desired.     (See  R.,  6,  p.  600.) 

Mr.  Oarusi.  You  stated,  Mr.  Be.st,  that  you  had  demanded,  or  bad  requested, 
which  is,  perhaps,  nearer  your  statement,  that  you  had  reyuested  certain  infor- 
mation, and  that  it  had  been  witlilieUl  from  you.  You  do  not  claim  any  official 
character,  do  you.  In  the  insurance  world'.' 

Mr.  Best.  None  whatever. 

Mr.  CARrsr.  And  a  company  would  have  .i  rijjlit  to  withhold  any  information 
from  you  that  did  not  appear  in  fhe  published  rei)orts,  would  it  not? 

Mr.  Best.  Certainly. 

Mr.  Best  published  uncomplimentary  notices  about  Mr.  Tuttle 
and  his  company  and  related  back  his  criticisms  to  the  old  Protective 
Holding  Co.,  wherein  the  irregularities  were  chargeable  to  Mr. 
Manning  and  not  to  Mr.  Tuttle.  He  even  quoted  the  Senior  New 
York  Insurance  Report  (R.,  19,  p.  1518)  as  against  Mr.  Tuttle,  M'hen 
that  report,  properly  construed,  is  favorable  to  him.  (See  testimony 
of  Mr.  Wolf,  R.,  17,  p.  1378.)  This  was  notwithstanding  the  fact 
that  in  February  and  June,  1909,  Mr.  Best  had  written  letters  saying 
that  Mr.  Tuttle  was  in  excellent  repute.  (R.,  19,  pp.  1588-1589.) 
It  is  also  shown  that  Mr.  Tuttle  threatened  to  bring  a  libel  suit  against 
Mr.  Best  and  that  ill  feeling  was  shown  against  him  and  his  com- 
pany except  during  the  short  time  in  which  Mr.  Best's  brother  was 
considering  the  proposition  of  an  agency  of  one  of  Mr.  Tuttle's  com- 
panies. (R.,  6,  p.  563.)  Also  see  the  testimony  of  Mr.  J.  F.  Stone 
at  the  last  hearing  of  the  committee  in  which  he  testified  as  follows 
(R.,  26,  pp.  1926-1927)  : 

Jlr.  Stone.  Mr.  Rest  had  been  writing  us,  criticizing  our  organizalion.  He 
went  so  far  as  to  ask  us  for  a  list  of  our  subscribers,  how  much  money  they 
had  paid,  how  much  they  had  to  p;iy.  and  nearly  everything  else  he  could  think 
of,  and  v,e  got  tired  of  it,  and  I  suggested  that  I  visit  him  in  i\ew  York,  and 
after  two  or  three  efforts  to  get  together  we  finally  did.  In  the  course  of  that 
interview  he  asked  me  about  our  organization  and  our  expenses. 

Mr.  Carusi.  I  do  not  wi.sh  to  lead  yon  at  all,  but  simply  to  avoid  the  irrele- 
vant and  unnecessary  details 

Mr.  Stone.  I  understand.  I  endeavored  to  satisfactorily  explain  them  to  Mr. 
Best.  Finally,  Mr.  Best  reminded  me  of  the  fact  we  had  another  company 
about  a  year  ahead  of  that  time  organized  in  the  city  of  Philadelphia,  the 
president  of  which  subscribed  to  a  thousand  of  his  books  at  a  cost  of  $10  apiece. 
Mr.  Best  intimated  to  me  that  it  would  be  a  very  nice  thing  if  we  would  do 
practically  the  same  thing.  I  explained  to  Mr.  Best  that  it  was  impossible 
for  us  to  do  anything  of  the  sort. 

Mr.  CAHtrsi.  What  was  that  other  company? 

Mr.  Stone.  That  was  the  People's  National  of  Philadelphia. 

Mr.  Carusi.  Who  was  the  president? 
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Mr.  Stone.  Mr.  Louis  S.  Amonson. 

Mr.  CAKUst.  Just  one  or  two  other  questions.  You  liiive  liept  in  touch  rUirin;; 
tlie  last  three  or  four  years,  have  you  not,  with  the  Best  publications? 

Mr.  Stone.  Yes,  sir. 

Mr.  Carusi.  Will  you  state  to  the  committee  \A-hether  or  not  the  organization 
of  the  People's  National  was  criticized  by  Mr.  Best's  publications,  and  whether 
your  organization  was  criticized? 

Mr.  Stone.  I  could  answer  it  better  as  regards  our  own  company.  I  naturally 
was  wa'^ching  for  that.    We  have  been  severely  criticized.     I  could  explain  it. 

Mr.  Johnston.  By  whom? 

Mr.  Stone.  By  Mr.  Best.  I  could  explain  it  better  if  I  couUl  say  that  jearly 
Mr.  Best  issues  what  he  terms  a  Key  Register,  in  which  he  gives  his  opinion 
as  to  the  loss-paying  facilities,  and  one  or  two  other  items,  principally  of 
management.  In  that  book  you  will  And  that  the  People's  Xational  manage- 
ment, for  instance,  is  "  fair,"  and  ours  is  "  poor." 

Mr.  Cakust.  Do  you  know  so  that  you  can  testify  to  this  committee  as  to  what 
the  organization  expense  of  the  People's  National  was  as  compared  with  that 
of  your  own  company? 

Mr.  Stone.  Ours  and  theirs  were  on  the  same  basis,  limited  to  10  per  cent,  by 
agreement  with  each  individual  subscriber.  Ours  did  not  e.xceed  th.-it.  I 
know  nothing  about  the  People's  National. 

But  taking  up  the  charges  and  criticisms  of  Mr.  Best  in  detail, 
his  cross-examination,  while  upon  the  stand  before  this  committer, 
refutes  every  suggestion  made  by  him. 

See  record,  7,  page  624,  where  it  is  shown  that  he  criticized  the 
Commercial  for  laying  stress  in  its  literature  upon  its  past  record, 
as  if  this  had  any  bearing  upon  its  future,  when  it  was  enlarged. 
Of  course,  such  criticism  can  only  be  captious,  but  the  testimony 
set  out  on  pages  625  and  626  proves  that  it  was  made  utterly  without 
foundation. 

The  second  criticism  is  found  on  page  626,  and  was  because  of 
reference  made  in  the  literature  to  the  enormous  profit  of  fire  insur- 
ance companies,  as  based  upon  their  capital.  The  statement  was 
that  this  profit  was  40.9  per  cent  upon  their  capital,  the  literature 
stating,  as  set  out  on  pages  630-631 : 

This  is  the  average  net  earnings  from  all  sources  from  1910  on  the  capital 
stock  of  22  American  fire  insurance  companies,  capitalized  at  $1,000,000  only. 

And  page  631 : 

Of  this  amount  23.3  per  cent  was  paid  in  the  form  of  cash  dividends,  and  the 
balance  of  the  net  earnings  went  to  Increase  the  surplus  of  these  companies. 

The  criticism  that  the  basis  for  reckoning  percentages  of  earnings 
should  be  other  than  the  capitalization  of  the  company  is  most  re- 
markable. If,  as  Mr.  Best  there  argued,  the  surplus  of  the  company 
had  to  be  taken  and  then  the  earnings  calculated  upon  that  combined 
with  the  capital,  it  would  mean  that  there  never  could  be  more  than 
about  6  per  cent  (or  whatever  would  be  considered  the  reasonable 
value  of  money)  made  out  of  any  business,  and  a  consistent  con- 
formity to  such  basis  for  a  very  short  time  would  demonstrate  its 
absurdity ;  furthermore,  it  is  perfectlj^  patent  that  a  surplus  varies  day 
by  day,  so  that  no  sane  man  could  think  of  taking  it,  unless  he  made 
a  new  calculation  every  day,  as  a  standard  for  anything.  That  there 
was  a  surplus  and  that  it  was  increasing  is  indicated  by  the  literature 
itself  in  that  it  mentions  that  only  23.3  per  cent  of  the  40.9  per  cent 
earned  was  paid  out  in  cash,  while  the  balance  was  carried  to  the 
surplus. 

The  third  criticism  is  of  the  expression  "  During  these  six  months, 
also,  the  company  earned  a  trade  profit  of  $39,454,  which  was  at  the 
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annual  rate  of  32  per  cent  on  its  capital  stock  of  $125,000,"  and  the 
point  is  made  that  the  term  "  trade  profit "  should  not  have  been 
used.  As  a  matter  of  fact,  Mr.  Best,  in  his  examination,  as  set  out 
on  pages  631-638,  distinctly  brings  out  the  difference  between  "  trade 
profit "  and  '■  underwriting  profit."  This  distinction  lies  in  the 
fact  that  unearned  premiums  or  reserve  must  be  charged  as  a  liability 
in  underwriting,  while,  on  the  other  hand,  as  a  mere  trade  proposi- 
tion (and  as  known  in  other  classes  of  business),  there  would  be  no 
need  to  carry  such  a  liability,  but  a  closer  valuation  of  the  business 
could  be  arrived  at,  which  would  show  the  real  profit  to  be  what  is 
here  termed  "  trade  profit."  The  meaning  having  been  shown  of 
the  two  expressions,  in  answer,  then,  to  the  question,  "Assuming,  now, 
that  trade  profit  means  what  we  both  are  agreed  that  it  does  mean, 
that  was  not  an  untrue  statement  in  itself?  "Mr.  Best  replied,  "  Not 
in  itself."     (R.,  7,  p.  637.) 

The  next  criticism,  found  on  page  640  of  the  record,  was  of  the 
expression — 

The  year  1911  has  been  a  remarkable  year  in  the  history  of  the  Commercial. 
The  record  of  progress  is  one  which  has  seldom,  if  ever,  been  equaled  by  any 
fire  insurance  company. 

Which  is  followed  by  the  words : 

It  is  confidently  expected  that  the  t'onimerclal  stodv  will  increase  in  value 
fully  50  per  cent  during  the  year  1012. 

And  the  only  thing  that  Mr.  Best  could  say  about  this  was  that 
he  considered  this  statement  overconfident.  And,  as  a  matter  of 
fact,  elsewhere  shown  in  the  testimony,  the  year  1911  was  a  remark- 
able year  for  the  amount  of  business  and  the  small  loss  ratio.  (See 
supra,  where  expense  ratio  is  given  as  47  per  cent  and  loss  ratio  as 
■28  per  cent.) 

Again,  on  page  641,  there  is  set  forth  another  expression  from  the 
literature : 

That  out  of  these  premium  moneys  was  also  paid  fire  loss  borne  by  the  com- 
pany and  the  current  expenses  of  the  business.  After  the  sum  of  these  two 
items  is  deducted  from  the  premium  income  the  balance  belongs  to  the  stock- 
holders and  no  one  else. 

This  is  criticized  as  not  taking  into  consideration  the  unearned 
premium  which  has  to  be  credited  to  the  reserve  account;  but  the 
very  next  sentence,  in  the  same  paragraph,  fully  supplies  the  omis- 
sion, that  sentence  beginning  (p.  641)  : 

Some  of  that  balance  goes  to  the  reinsurance  reserve  fund. 

Here  Mr.  Best  had  flagrantly  quoted  a  part  of  a  paragraph  and 
suppressed  the  words  immediately  following  his  quotation  to  prove 
that  readers  were  misled  by  the  omission  of  the  idea  contained  in  the 
next  words. 

Great  stress  was  laid  by  Mr.  Best  in  his  criticism  of  the  resolution 
of  November  11,  1912.  (R.,  6,  p.  511.)  This  is  the  same  resolution 
which  was  appended  by  Col.  Judson  to  the  statement  which  he  for- 
warded to  the  chairman  of  the  House  District  Committee  as  afford- 
ing a  basis  for  an  investigation  into  the  fairness  of  these  companies. 
(R.,  — ,  p.  — .)  The  charge  in  effect  was  that  these  companies  had 
on  November  11,  1912,  advertised  to  its  existing  and  prospective 
stockholders  that  it  had  earned  money  for  them,  whereas  in  point  of 
fact  its  operations  during  the  year  1912  had  resulted  in  a  loss.     It 


INVESTIGATION   OF   INSURANCE   COMPANIES.  1987 

was  tacitly  conceded  that  if  there  was  really  a  profit  in  the  Southern 
Building,  as  shown  by  the  appraisers  appointed  by  the  insurance 
department,  that  profit  more  than  offset  any  underwriting  losses,  so 
that  the  entire  criticism  hinged  upon  the'  alleged  impropriety  of 
using  the  word  "  earnings,"  as  it  appears  in  the  second  paragraph  of 
the  preamble  to  the  resolution  of  November  11,  1912.  The  resolution 
is  as  follows : 

Whereas  a  retidy  uiarket  has  been  Eouiicl  for  the'  sale  of  Commert-ial  stock  iit  .$11 
per  share  on  account  of  the  large  volume  of  business  being  transacted  by  this 
company,  resulting  in  a  large  addition  to  its  agency  plant  and  premium  in- 
come; and 
Whereas  the  capital  and  surplus  of  the  company  have  been  recently  materially 
increased  and  the  company  has  earned  for  its  stockliolders  a  large  sum  of 
money  in  addition  to  paying  the  regular  12  per  cent  dividends,  thereby  in- 
creasing the  amount  of  surplus  or.  hand  as  well  as  the  actual  value  of  the 
stock :  Xow.  therefore. 

Be  it  resolved,  That  on  and  after  the  payment  of  the  semiannual  dividend, 
payable  January  1,  1913,  no  more  of  the  capital  stock  of  this  company  shall  be 
sold  for  less  than  $12  per  share. 

With  respect  to  the  propriety  of  the  use  of  the  word  "  earnings  " 
as  it  appears  in  this  resolution,  Mr.  Best  admitted  (R.,  7,  pp.  649, 
650,  and  651)  that  fire  insurance  companies  make  up  their  statements 
in  accordance  with  convention  statement  forms  prepared  by  a  com- 
mittee of  the  National  Convention  of  Insurance  Commissions,  and 
that  these  forms  provided  under  two  general  classifications  for  in- 
come and  disbursements,  and  that  under  the  general  division  of  in- 
come was  included  all  profits  whether  from  the  underwriting  or  from 
banldng  operations  of  the  company.  Under  the  banking  operations 
of  the  company  are  included  interest  on  investments  and  appreciation 
in  the  value  of  securities  or  properties  held  by  the  companies  so  that 
any  appreciation  in  the  value  of  any  security,  real  or  personal,  would 
appear  under  the  title  of  income. 

Mr.  Best  further  testified  that  in  estimating  the  earnings  or  losses 
of  the  company  for  the  current  period,  all  the  items  appearing  upon 
the  convention  statement  forms,  under  the  head  of  disbursements, 
v\rould  be  deducted  from  the  sum  total  of  all  the  items  appearing  on 
the  convention  statement  forms  under  the  head  of  income,  which,  as 
stated,  would  include  any  appreciation  in  the  value  of  securities, 
and  that  to  ascertain  whether  the  total  operations  of  the  company 
for  a  given  period  had  resulted  in  earnings  or  in  losses,  the  simple 
process  was  followed  of  deducting  income  from  disbursements,  or 
disbursements  from  income,  as  the  case  might  be;  and  thereby  he 
admitted  (R.,  7,  pp.  649,  651)  that  earnings  could  very  properly  come 
from  additions  to  value  of  real  estate. 

Mr.  Best  then  made  the  point  that  while  the  use  of  the  A^ord  "  earn- 
ings "  was  perfectly  defensible,  that  there  was  something  in  the  con- 
text which  had  a  tendency  to  give  it  a  misleading  meaning;  but  upon 
cross-examination,  Mr.  Best  admitted  that  the  context  that  he  re- 
ferred to  in  his  criticism  was  not  the  context  at  all,  but  that  he  had 
had  in  mind  the  language  of  the  first  paragraph  of  the  preamble  of 
the  resolution,  whereas  the  word  itself  was  found  in  the  second  para- 
graph of  the  preamble.  (R.,  7,  p.  651.)  This  led  to  asking  the  fol- 
lowing questions : 

Mr.  Oautjsi.  Now,  I  want  to  ask  you  whetlier  the  context,  instead  of  giving 
the  impression  that  you  testified  to  yesterday,  would  not  rather  give  the  im- 
pression that  "  earnings  "  was  used  in  connection  with  an  increase  of  the  capi- 
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tal  and  surplus?  Or,  i  will  put  it  In  another  way:  Wbat  is  the  context  for  the 
word  "earned"?  Is  it  the  paragraph  thnt  the  word  is  not  used  in  or  is  it  the 
paragraph  that  it  is  used  in? 

^Ir.  Best.  I  read  it  with  the  belief  that  two  separate  things  were  in  the  mind 
of  the  person  drafting  the  sentence,  for  the  reason  that  the  conjunction  is  used: 
'■  Whereas  the  capital  and  surplus  of  the  company  have  been  recently  materially 
increased."  And  that  seems  to  me  to  be  complete,  "  and  the  company  has  earntHl 
for  its  stockholders  a  lartre  sum  of  money  in  addition  to  paying  the  regular  12 
per  cent  dividends." 

It  did  not  occur  to  me  that  the  two  were  inseparable;  rather  that  there  were 
two  thoughts  there,  and  by  "earnings"  I  assumed  myself,  in  reading  it,  that 
the  company  \\as  referring  to  the  results  from  business,  general  business. 

Mr.  C.\BUSi.  The  earnings  would  have  gone  into  surplus,  would  they  not? 

Jlr.  Best.  Yes. 

Jlr.  C'.vRUSi.  Of  course  the  increase  in  capital  and  surplus  mentioned  must 
have  carried  with  it  to  the  mind  of  any  stockholder,  actual  or  i>rospecti\-t\  that 
the  way  the  capital  liad  been  increased  was  by  the  sale  of  additional  c.-ipital 
stock? 

Jlr.  Best.  Undoubtedly. 

.Mr.  C'ABrsi.  And  the  waj-  that  the  surplus  had  been  increased  was  bj-  the 
net  premium  paid  on  his  stock  and  by  some  other  operations  of  the  company? 

Mr.  Best.  Yes;  both. 

A  letter  written  by  Robert  J.  Wynne,  president  of  the  First  Na- 
tional Fire  Insurance  Co..  is  also  questioned  as  to  its  misleading  na- 
ture in  its  statements  (see  R.,  23,  pp.  1736,  1737)  : 

This  great  company,  which  liegan  business  during  the  present  mouth,  No- 
vember, and  has  an  assured  premium  income  of  over  a  million  dollars  fiisi 
year  of  its  opcr.itions — 

And 

These  27  general  agencies  are  guaranteeing  First  National  a  cash  prcnu\mi 
income  of  $1,472,000  for  the  tirst  year  of  its  operations. 

Properly  and  fairly  to  interpret  the  use  of  the  word  "  guarantee  " 
in  connection  with  these  promises  for  future  business,  it  must  be 
understood  that  at  the  time  these  general  agents  were  written  to 
there  was  no  First  National  Fire  Insurance  Co.  in  existence,  nor 
was  it  contemplated  it  .should  come  into  existence  until  the  half 
million  dollars  of  capital  and  surplus  should  have  been  fully  jjaid 
in  to  the  organization  committed.  This  was  fully  understood  by  the 
general  agents  who  were  addressed  and  the  correspondence  itself, 
a  portion  of  which  is  in  evidence,  shows  that  they  were  told  that  no 
contract  of  binding  character  could  be  entered  into  with  them  until 
there  was  a  legally  incorporated  company,  capable  in  law  of  enter- 
ing into  contracts.  It  was  also  understood  by  those  invited  to 
purchase  stock  in  a  company  thereafter  to  be  incorporated  that  a 
guarantee  of  future  business  to  a  future  company  could  not  possibly 
have  meant  the  same  thing  as  a  binding  and  existing  contract  by 
an  existing  company.  It  is  in  evidence  that  this  literature  was  sent 
to  a  high  grade  of  business  people,  including  thousands  of  lawyers 
and  bankers  and  others,  who  could  understand  and  must  have  under- 
stood prefectly  that,  when  there  was  talk  of  a  guaranteed  premium 
income  for  a  company  not  yet  in  existence,  what  was  meant  and  what 
was  intended  to  be  understood  by  such  a  phrase  was  that  all  had  been 
done  in  the  direction  of  securing  for  the  company,  thereafter  to  be 
incorporated,  such  a  premium  income  as  it  was  possible  to  do  while 
the  company  was  still  in  a  purely  inchoate  state  of  existence ;  and  if 
the  word  "  guarantee  "  be  criticized,  the  same  criticism  would  have 
applied  to  the  use  of  the  word  "  secure  "  or  "  provide  for  "  or  any 
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other  word  that  could  have  been  substituted.  The  expressions  are 
thoroughly  explained  in  the  testimony  of  Judge  Gould.  (R.,  23, 
pp.  1737-1739.) 

4.  Management  and  Condition  of  Companies. 

The  First  National  Fire  Insurance  Co.  requires  no  comment  under 
this  caption.  No  dividends  have  been  declared  and  very  little  busi- 
ness transacted.  Its  stock-selling  contract  has  already  been  given 
attention  as  -well  as  Mr.  Best's  criticisms  of  its  literature. 

As  to  the  Commercial  we  find  that  it  has  a  record  of  20  years  in 
business,  in  which  it  has  been  confined  in  its  operations  to  the  Dis- 
trict of  Columbia ;  that  it  had  at  the  opening  of  the  year  1911  a  capi- 
tal of  $100,000,  subscribed  at  j)ar  without  premium,  and  a  surplus  of 
$36,000  acquired  from  its  business  after  having  paid  dividends  for 
about  16  years.     (R.,  7 ;  p.  624.) 

Early  in  1911,  after  Messrs.  Tuttle,  Wightman  &  Dudley  acquired 
an  interest  in  this  company,  it  was  decided  to  enlarge.  Both  its 
capital  and  the  territory  in  which  it  operated  were  found  too  re- 
stricted. 

Expansion  out  of  the  restricted  territory  of  the  District  of  Co- 
lumbia was  desirable  because  there  was  too  great  a  fire  hazard  in 
talring  risks  so  close  togethef .  "  Underwriting,"  in  its  very  meaning, 
is  a  contemplation  of  possibilities,  and  here  the  possibility  or  risk 
of  one  large  fire  seriously  depleting  the  surplus  of  the  company  was 
too  great. 

Expansion  in  capital  was  desirable  because  with  its  small  size : 

First.  It  could  not  command  the  best  class  of  business  that  fur- 
nished the  least  risk. 

Second.  It  could  not  secure  admission  to  other  Territory  or  States. 

Third.  It  could  not  acquire  standing  before  the  public  and  get  the 
public's  business. 

Fourth.  It  was  afraid  to  take  the  larger  and  more  profitable  risks, 
even  if  they  could  be  secured. 

Fifth.  It  had  no  opportunity  to  reduce  its  expense  ratio  and  in- 
crease its  profit  ratio  as  could  be  done  with  a  larger  volume  and 
better  class  of  business.  The  greater  part  of  the  expense,  such  as 
salary,  labor,  rent,  etc.,  would  remain  almost  the  same  with  four  times 
the  volume  of  business. 

To  enlarge  the  company,  as  above  stated,  it  was  necessary  to  sell 
stock  at  a  premium,  and  thereby  to  create  a  surplus. 

This  was  necessary  for  several  reasons :  It  costs  to  get  new  business 
and  even  if  no  actual  expenditure  were  macle  in  getting  Hew  busi- 
ness, yet  that  business  in  itself  is  necessarily  done  at  an  apparent 
loss  and  has  to  be  so  carried  on  the  books  in  insurance  accounting 
because  of  the  requirement  for  the  unearned  premium  reserve.  This 
is  well  illustrated  in  an  explanation  (R.,  7,  pp.  636-637)  bv  Mr.  Best 
which  is  as  follows:  '         '  ' 

Taking  still  under  consideration  this  company  that  we  are  considerln"  at 
the  end  of  the  year  it  will  have  written  $120,000  of  premiums,  on  which  it°Will 
have  earned  approximately  $60,000  If  the  policies  are  all  one-year  policies  If 
they  are  for  longer  periods,  it  will  have  earned  less.  Consequently  it  is  required 
by  law  to  reserve  for  unearned  premiums  a  larger  percentage  to  the  Init'al 
premium  collected. 
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The  company  then  out  of  that  $120,000  must  contrive,  if  possible,  lo  pay  the 
expense,  which,  as  Mr.  Carusi  correctly  stated,  is  based  upon  the  whole  sum, 
and  therefore  to  that  extent  worlis  against  the  company  in  the  calculation ;  also 
the  losses  actually  paid,  and  then  out  of  the  balance  it  hopes  to  have  enough 
to  set  aside  this"  $60,000  unearned  premium  fund.  This  is  not  practically 
possible. 

I  can  explain  how  that  is  very  simply.  If  the  average  loss  ratio  is  50  per 
cent  on  business  which  has  been  running  for  some  years,  so  that  the  amount 
put  on  the  books  of  the  company  about  balances  the  amount  running  off,  ex- 
piring, and  at  the  end  of  the  year  the  company  says,  "  We  have  taken  in  so 
much  for  premiums  and  paid  out  so  much  for  losses,"  the  one  item  is  50  per 
cent  of  the  other. 

This  new  company,  particularly  that  first  year,  should  have  a  loss  ratio  of 
not  more  than  25  per  cent  on  the  actual  loss  of  premiums,  including  those 
unpaid  at  the  end  of  the  year.  That  is  the  exact  equivalent  of  50  per  cent 
ratio  when  the  business  has  been  run  off,  so  that  out  of  this  $120,000  of  pre- 
miums the  company,  we  will  say,  has  disbursed  25  per  cent,  or  $30,000  for  losses, 
and  we  will  say  40  per  cent  for  expenses,  or  $48,000.  That  is  a  total  of  $78,000, 
and  deducting  those  items  from  the  $120,000  of  premiums  we  have  $42,000  left. 

The  company  is  then  required  to  charge  itself  in  its  liabilities  with  $60,000 
as  the  unearned  portion  of  these  premiums  originally  written,  .ind  the  difference 
between  $42,000  left  over  out  of  the  premium  income  and  the  $60,000  it  is 
required  to  charge  as  liabilities,  but  must  be  obtained  from  some  other  source. 

This  would  show  a  k)ss  on  the  books  of  $18,000  in  the  $120,000  of 
new  business.  Also  see  testimony  of  ^Ir.  AVolfe  (E.,  17,  pp.  l-'SS.V 
18SG)  : 

Mr.  WoLFK,  That  is  correct,  Mr.  Carusi,  but  I  can,  perhaps,  make  it  a  little 
more  plain  lo  you  in  this  way:  That  here  is  a  company  that  is  writing  a  large 
amount  of  new  business.  The  unearned  premium  requirements  run  from  55 
to  00  per  cent,  depending  upon  the  amount  of  term  business  that  is  written. 
AVe  therefore  have  lo  take  that  right  out  of  the  premium.  In  addition  to  that 
we  have  a  very  large  commission  rate  to  pay — of  about  40  per  cent.  The  better 
the  class  of  business  we  get  the  higher  the  rate  of  commission.  That  leaves 
u.s  05  per  cent.  That  leaves  us  nothing  for  salaries,  printing,  postage,  or  other 
numerous  expenses  of  running  any  business,  and  you  can  very  readily  see  that 
the  whole  premium  income  is  eaten  up.  Now,  that  is  a  condition  that  not  only 
exists  with  new  companies,  but  which,  to  a  large  extent,  exists  in  practically 
every  fire  insurance  company;  and  if  these  people  had  attempted — if  the  Com- 
mercial Fire  Insurance  Co.  had  attempted — to  go  out  and  write  this  increasing 
amount  of  business  without  getting  a  surplus  supplied  from  some  source  they 
would  not  have  been  able  to  do  it.  Inside  of  two  months  their  surplus  would 
have  been  wiped  out,  their  capital  would  have  been  Impaired.  It  is  not  an 
unusual  proceeding  at  all  for  a  company  to  sell  its  stock  as  a  going  concern 
at  a  premium  when  it  wants  to  get  out  and  write  more  business.  In  fact,  I 
do  not  know  of  any  company,  as  I  said  this  morning,  unless  they  declared  a 
stock  dividend,  that  increased  its  capital  in  any  other  way  than  by  selling  it 
at  a  premium.  For  instance,  you  take  the  Hartford  Fire  Insurance  Co. ;  at  the 
time  of  the  San  Francisco  earthquake  and  flre  their  surplus  was  practically 
wiped  out,  and  they  went  out  and  sold  increased  stock,  .f  i  ."iO,000  of  it,  at  four 
times  the  par  value,  so  that  they  received  an  additional  new  source  of  supply 
to  go  out  and  to  continue  their  old  business  and  to  gradually  build  up  again 
from  the  point  where  they  were  wiped  out.  There  are  numerous  instances  of 
companies  that  have  increased  their  capital  while  they  were  doing  business, 
and  every  time  they  have  sold  it  at  anywhere  from  two  to  one  to  five  to  one. 
For  Instance,  if  you  take  the  Firemen's  Fund  Insurance  Co.  of  San  Francisco; 
they  were  completely  wiped  out  by  the  San  Francisco  fire.  They  did  not  even 
have  a  record  left.  AA'hen  they  came  to  reorganize  they  sold  their  stock  at  five 
for  one,  and  gave  it  to  the  policyholders  in  the  shape  of  a  payment  on  their 
losses.  In  other  words,  they  paid,  for  instance,  one-fifth  of  the  loss  and  gave 
the  rest  of  it  in  stock  at  five  to  one,  so  that  in  that  way  they  were  able  to  save 
the  company  and  start  all  over  again  and  build  it  up,  and  in  addition  to  that 
they  sold  some  stock  to  outsiders  at  the  same  price. 

Jlr.  Caktjsi.  This  imderwriting  loss,  which  is  bound  to  result  to  a  company 
during  its  upbuilding  period,  will  go  on  from  year  to  year  just  as  long  as  it  is 
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Increasing  its  premium  income,  each  month  over  the  previous  month  and  each 
year  over  the  previous  year. 

Mr.  Wolfe.  It  will  go  on  until  the  company  gets  to  a  stable  basis,  vfhere  this 
premium  income  is  about  the  same  month  after  month. 

Mr.  Cartjsi.  If  the  stock  is  sold  at  a  premium  during  these  formative  years, 
these  upbuilding  years,  the  premium  that  is  paid  in  is  going  to  be  paid  in  on 
a  busness  that  is  going  to  show  an  underwriting  loss  year  after  year  until  they 
reach  that  stable  period,  is  it  not? 

Mr.  Wolfe.  Yes,  sir ;  until  they  reach  that  stable  period. 

Mr.  Cakusi.  Is  that  not  normal  and  is  it  not  inevitable  in  the  ease  of  a  com- 
pany that  is  building  up  its  business  rapidly? 

Mr.  Wolfe.  Yes,  sir.  It  makes  no  difference,  Mr.  Carusi.  It  would  not  have 
made  any  difference  in  the  end  to  the  Commercial  if  they  had  gotten  together 
and  had  all  this  capital  stock  sold  at  once  and  had  this  $500,000  of  surplus  paid 
in  at  once  they  would  have  showed  just  exactly  the  same  loss  on  the  same 
amount  if  they  did  the  same  amount  of  business. 

Also  see  testimony  of  Mr.  Fitch  (R.,  19,  p.  1490)  : 

Mr.  Fitch.  The  ordinary  reinsurance  reserve,  as  it  exists  in  most  of  the  States, 
makes  it  impossible  for  a  company  to  write  any  volume  of  business  or  to  write 
any  term  business  or  to  do  otherwise  than  to  begin  with  a  very  small  business 
in  order  to  build  up  to  become  a  solid,  sound  financial  institution.  In  other 
words,  there  is  scarcely  any  possibility  of  writing  a  representative  business  the 
first  year  that  the  company  operates  without  showing  an  absolute  loss  at  the 
end  of  the  year  and  an  impairment  of  the  capital. 

Also  see  testimony  of  Mr.  Best  (R.,  7,  p.  622)  : 

Mr.  CARtrsi.  That  business  that  was  put  on  the  books  of  the  company  cost 
the  company  over  $90,000  to  put  on  the  books.  xVnd  yet  the  premiums  that 
cost  $90000  to  put  on  the  books  you  carry  as  a  liability  against  the  company, 
because  they  are  not  earned  yet.     Is  that  not  true? 

Mr.  Best.  That  is  quite  correct. 

From  these  illustrations  it  is  easily  seen  that  without  counting  the 
normal  expense  (which  is  about  34  per  cent)  of  placing  the  new  busi- 
ness on  the  books  of  the  company,  there  would  normally  be  a  loss, 
according  to  insurance  bookkeeping,  of  something  like  15  per  cent  of 
the  amount  of  the  premiums. 

The  year  1911  was  the  first  year  under  the  new  management,  and 
the  successs  of  that  new  management  may  be  adduced  from  the  fact 
that  there  was  a  reduction  of  the  fire-loss  ratio  that  year  to  28  per  cent 
of  the  premium  income  (E.  — ,  p.  — ),  a  reduction  of  the  expense 
ratio  to  47  per  cent  of  the  premium  income  (R.  7,  p.  665),  an  in- 
crease of  capital  from  $100,000  to  $200,000,  an  increase  in  the  pre- 
miums from  $40,000  to  $142,000,  and  an  increase  in  the  reserve  for 
unearned  premiums  from  $28,000  to  $81,000. 

The  47  per  cent  expense  ratio  may  be  contrasted  to  50  per  cent 
for  1910,  78  per  cent  for  1909,  79  per  cent  for  1908,  79  per  cent  for 
1907,  and  86  per  cent  for  1906.  And  the  28  per  cent  fire  loss  ratio  is 
less  than  the  company's  average  for  the  preceding  10  years,  which 
average  was  very  low  in  comparison  to  other  companies.  When  the 
sum  of  the  expense  ratio  and  the  loss  ratio,  both  reckoned  on 
premium  incomes,  reaches  more  than  100,  there  is  an  apparent  loss 
in  the  operation  of  the  company  unless  the  company's  investment  in- 
come makes  up  the  deficiency.  The  two  items  demonstrate  the  re- 
markable success  of  the  Commercial  for  the  year  1911,  in  that  they 
show  a  profit  (the  sum  of  28  per  cent  and  47  per  cent  deducted  from 
100  per  cent)  of  25  per  cent  of  the  premiums,  or  $36,000;  yet,  in 
carrying  out  the  principle  of  the  cost  of  new  business  above  refexTcd 
to  (whenever  there  happens  to  be  a  lesser  volume  of  old  business 
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expiring)  the  reserve  for  unearned  premiums  had  to  be  increased  by 
$53,000  and  carried  as  a  liability,  so  that  the  $36,000  profit  was  to 
some  extent  offset,  and  unless  the  business  that  expired  in  the  year 
1911  released  to  the  company  from  the  former  year's  unearned 
premium  reserve  an  amount  equal  to  the  difference  between  $53,000 
and  $36,000,  the  showing  in  accordance  with  insurance  accounting 
would  necessarily  be  of  a  positive  loss  on  the  underwriting.  As  a 
matter  of  fact,  however,  and  notwithstanding  the  amount  to  be  de- 
ducted from  the  apparent  profit  of  25  per  cent  on  the  underwriting, 
the  net  assets  of  the  company,  includmg  net  profits  received  from 
investments,  were  enough  to  carry  the  surplus,  after  having  paid 
two  3  per  cent  dividends,  to  rnore  than  $73,000.  So  that  in  any  aspect 
of  the  case  the  directors  were  fully  justified  in  declaring  o  (i  per  cent 
semiannual  dividend  in  December,  1911,  which  was  paid  m  January. 
1912.  and  amounted  to  $12,000.  Of  course  this  was  done  before  any 
one  could  have  known  of  the  losses  in  store  for  1912.  (R.,  17,  p. 
13T4-.) 

Then  comes  the  year  1912.  with  increased  activities.  The  capital 
increased  from  $200,000  to  $430,000;  the  premiums  increased  from 
$142,000  to  $263,000;  and  the  unearned  premium  reserve  increased 
froui  $S1,000  to  $l(i.-),000.  Xaturally,  in  the  volume  of  new  business 
written  the  ct)mpany  knew  that  an  additional  unearned  premium 
reherve  of  $84,000  had  to  be  provided,  so  the  company  did  provide 
for  that  item  (or  all  that  would  be  required  to  make  ujd  that  item 
over  and  above  the  released  I'eserve  accruing  from  expiring  business) 
in  the  Mni)luN  collected  from  stockholders  who  purchased  the  new 
stock. 

Again,  we  find  in  this  year  that  the  company  was  conducted  most 
economically;  and  although  engaged  in  its  great  extension  work, 
placing  agencies  in  six  States,  it  held  the  expense  ratio  down  to 
.")4.2  per  cent,  which  was  less  than  the  company's  average  expense 
ratio  foi  a  period  of  10  years.  Manifestly,  therefore,  the  condition 
of  the  ccnipany  was  good  and  it  was  thoroughly  prosperous,  amply 
warranting  the  declaration  of  further  semianntial  dividends — until 
we  look  for  the  fire  loss  ratio.  Here  the  unexpected  had  happened, 
and  the  loss  ratio  of  67  per  cent  of  the  premiums — over  twice  as 
high  as  the  ratio  for  1911— is  found  (E.,  17,  p.  1391),  which  is  about 
30  per  cent  higher  than  the  average  in  this  country  of  52  ]K>r  cent. 

This  brings  us.  then,  to  the  only  transaction  of  the  company  that 
has  been  placed  in  evidence  that  really  demands  explanation,  namely, 
the  payment  of  a  G  per  cent  dividend  during  the  year  in  Avhich  the 
fire  losses  rose  to  such  proportions,  and  this  transaction  can  be  fully 
explained  so  as  to  leave  no  doubt  of  its  propriety  in  unprejudiced 
minds.    The  explanation  lies  in  the  following  facts : 

1.  The  fire  loss  was  not  known  at  the  time  the  dividend  was 
declared.  This  dividend  was  declared  on  June  13,  1912,  and  paid 
en  July  5.  As  Mr.  Wolfe  says  (E.,  17,  p.  1372),  "they  paid  that 
dividend  before  they  had  that  amount  of  loss,"  and  (E.,  17,  p.  1374) 
■'  they  could  not  have  Imown  of  the  heavy  loss  during  the  first  10 
months  of  the  year."  Furthermore,  the  directors  had  a  right  to  take 
into  consideration  the  existence  of  what  might  be  called  "  the  sleep- 
ing profit "  to  be  found  in  the  unearned  premium  reserve  which  the 
accounts  carry  as  a  liability.  This  sleeping  profit  was  calculated  and 
admitted  as  an  asset  by  Price-Waterhouse  &  Co.  at  $56,000  (E.,  24, 
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p.  1823)-.  It  was  proper  for  Price-Waterhouse  &  Co.  to  admit  this 
asset,  as  it  is  shown  that  many  States  require  no  reserve  liability 
to  be  caiTied,  and,  in  fact,  in  Texas,  by  positive  law  dividends  are 
properly  payable  from  any  funds  over  and  above  capital.  (See 
testimony  of  I\Ir.  Fitch,  E.,"^19,  p.  1495.)  And  no  prohibition  exists 
in  the  law  of  the  District  of  Columbia. 

2.  The  company  was,  after  the  payment  of  the  dividend,  as  it  is 
now,  fully  solvent. 

3.  There  was  still  left  in  the  company  the  full  reserve,  according 
to  departmental  standard,  and  the  capital,  both  unimpaired,  in  addi- 
tion to  some  surplus.  Xo  actuary  or  accountant  has  thrown  any 
doubt  upon  this. 

4.  The  fire  loss  was  not  due  to  bad  risks  or  lack  of  skill  or  care  in 
selection.  It  is  true  the  loss  ratio  was  very  large,  but  a  small  com- 
pany, can  not  pick  its  risks  as  freely  as  a  large  company.  See  testi- 
mony of  Mr.  Wolfe  (R.,  17,  pp.  1369-1370)  : 

JIi-.  Wolfe.  The  reason  why  is  this:  They  go  out  into  .in  agency  and  they  ;iPt: 
for  husiness.  Well,  here  is  a  small  company  that  can  not  carry  a  very  large 
loss,  and  they  get  from  the  .igent  not  the  piclc  of  his  business,  but  he  only  gives 
them  what  possibly  some  of  the  big  companies  do  not  want  to  handle,  and  in 
oi'der  to  build  their  business  up  they  are  compelled  to  take  from  these  agents 
all  over  the  country  undesirable  bushiess  until  they  cau  build  themselves  up 
and  get  a  worliing  premium  income.  The  other  thing  you  have  to  remember  in 
regard  to  that  is  that  if  they  do  get  a  large  slice  of  good  business  they  have 
to  reinsure  it,  because  they  dare  not  take  the  risk  themselves  of  one  large  risk: 
they  have  to  reinsure  some  of  their  good,  desirable  business.  All  of  that  means 
a  loss  of  money  also. 

But  the  early  months  of  1912  were  the  worst  for  fire  losses  in  the 
liistory  of  the  largest  companies.  See  Mr.  Best's  testimony  (R.,  6, 
p.  583),  where  the  statement  is  made  and  proved  by  a  table  that  the 
fire  losses  for  the  United  States  and  Canada  rose  from  $15,000,000 
in  January,  1910,  to  $35,000,000  in  January,  1912. 

5.  Although  it  might  not  have  been  wise  or  expedient  to  declare 
this  dividend,  if  it  had  been  the.  first  one  of  the  company,  yet  it  was 
probably  wise  and  certainly  justified  if  the  precedents  in  oth^r  cases 
are  to  be  regarded.  The  science  of  insurance  is  averages.  See  testi- 
mony of  Mr.  Fitch  (U.,  19,  p.  1489) : 

Jlr.  Fitch.  If  it  were  not  a  (jnestlon  of  averages,  Mr.  Carnsi,  I  do  not  think 
there  IS  an  insurance  man  who  could  continue  in  the  business  very  long,  because 
one  week  or  one  month  or  one  year,  if  it  was  extrettlely  disastrous,  would,  if 
nothing  else,  discourage  him ;  but  those  who  have  made  a  success  in  the  business 
have  had  the  opportunity  of  seeing  this  average  spread  over  a  period  «>f  years, 
have  seen  the  line  which  is  sometimes  graphically  drawn  to  represent  the  curve 
of  the  loss  ratio,  have  seen  that  line  go  up  to  an  enormously  high  point  after 
San  Francisco  burned,  but  after  taking  a  period  of  10  years  or  more  it  does 
not  show ;  the  general  average  has  been  reduced  to  a  straight  line. 

And  in  record,  7,  pages  667  and  669,  are  found  tables  of  81  com- 
panies and  31  companies,  where  it  is  shown  that  thev  paid  dividends 
in  years  when  the  fire  losses  and  expenses  aggrega"ted  considerably 
more  than  their  premiums  and  when  those  dividends  meant  a  deple- 
tion of  their  surplus.  See  also  Mr.  Wolfe's  testimony  (E.,  17,  pp. 
1374-1375),  and  Mr.  Tuttle's  testimony  (R.,  20,  p.  1565),  where  the 
latter  states  he  never  knew  a  case  where  a  Company  suspended  an 
existing  dividend  because  of  fire  losses  which  did  not  impair  its 
capital  during  the  preceding  period,  but  that  the  payment  of  the  first 
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dividend  of  a  new  company  and  the  continuation  of  a  dividend  of 
an  old  companj'  are  viewed  as  entirely  different  propositions.  The 
old  companies  relied  on  the  law  of  averages ;  and  faith  in  that  Iem'  is 
already  loeing  restored  to  the  Commercial  as  it  finds  that  the  fire 
losses  for  the  last  two  months  of  1912  were  low  enough  to  reduce  the 
average  from  77.9  per  cent  of  the  premium  income,  as  it  stood  on 
October  31,  to  67  per  cent,  as  it  stood  on  December  31, 1912.  (R.,  17, 
p.  1391.)  It  may  also  be  added  that  the  average  fire  losses  of  the 
Commercial  for  the  two  years  of  1911  and  1912,  28  per  cent  and  67 
per  cent,  respectively,  is  53.6  per  cent,  which  is  barely  more  than  the 
average  of  52  per  cent  loss  ratio  of  companies  in  this  country. 

6.  The  payment  of  a  dividend  might  rightfully  be  made  out  of 
earned  premiums  of  former  years  that  have  previously  been  carried 
to  surplus.  Earned  premiums  when  not  expended  become  surplus. 
Immediately  that  they  were  earned  they  could  have  been  paid  out  as 
dividends,  and  if  not  then  done,  there  is  no  greater  sanctity  attend- 
ing them  in  their  later  state  of  surplus,  nor  is  there  any  principle 
which  should  interfere  with  their  application  to  dividends.  The 
testimony  of  Mr.  Fitch  (reported  in  R.,  19,  pp.  1510,  1511)  is  in- 
teresting on  the  subject  or  application  of  surplus  and  of  application 
of  premiums. 

Mr.  Cakusi.  Iu  order  to  clear  iip  this  question,  whicLi  is  certainly  cue  <if  the 
most  importiint  that  we  have  been  rliscussing,  there  hn^•e  been  a  great  mahy 
questions  which  have  assumed  a  dividing  up  of  different  elements  of  revenue, 
and  an  application  of  some  of  the  revenue  to  one  thing  and  some  of  the  revenue 
to  another  thing,  as  if  they  were  separate  accounts.  Sovf,  I  will  state,  for  your 
informatiou,  something  that  Mr.  Wolfe  testified  to,  and  which  is  already,  I 
think,  abundantly  i)roved :  At  the  time  Tuttle,  Wightman  &  Dudley  acquired  the 
Commercial  Fire  Insurance  Co.  it  had  an  actually  earned  surplus  of  some- 
thing over  .$36,000.  Now,  leaving  tiat  for  awhile,  to  come  back  to  it  later  on, 
the  income  of  the  Commercial  Fire  Insurance  Co.  during  1912  was  derived  from 
two  main  sources,  leaving  out  the  mere  income  on  investments,  and  those  two 
main  sources  were,  first,  gross  premium  income,  and  the  other  was  premium 
paid  In  on  the  sale  of  stock.  Now,  take  first  the  gross  premium  income  and  let 
us  apply  it  to  those  things  which  it  is  logically  first  applicable  to.  The  first 
thing  that  you  do  pay  Out  of  your  gross  premium  income  Is  your  expenses ;  is 
not  that  so? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Cabusi.  The  second  thing  that  you  do  with  what  is  left  of  the  gross 
premium  income  is  to  set  a  part  of  it  aside  in  a  fund  provided  by  law  to  be  set 
aside  out  of  the  gross  premium  income  and  out  of  nothing  else,  to  wit,  your 
reinsurance  reserve  fund? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Cabusi.  Now,  you  have  something  left  still  of  your  gross  premium  incom^, 
and  the  next  thing  that  you  do  with  it  is  to  apply  it  to  the  payment  of  such 
Are  losses  as  have  occurred  and  upon  which  payment  is  due;  is  not  that  so? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Cabusi.  If  your  fire  losses  have  been  more  than  enough  to  exhaust  the 
balance  of  the  gross  premium  income,  after  the  two  applications  that  have  been 
indicated  you  must  make  up  the  difference  from  some  other  source;  is  not 
that  so? 

Mr.  Fitch.  Yes,  sir. 

Mr-  Caetjsi.  The  other  source  of  income  was  from  the  jiremium  on  the  sale 

of  stock.    That  stock  was  sold  at  a  premium  in  order  to  provide  the  means  of 

paying  losses  or  making  good  a  reinsurance  reserve  fund  or  paying  the  expenses 

■of  putting  business  upon  your  books  which  otherwise  you  would  not  have  been 

able  to  do.;  is  not  that  so? 

Mr.  FiTgH.  That  is  true. 

Mr.  Caettsi.  In  the  case  of  a  company  which  is  rapidly  Increasing  its  premium 
income, '  so  that  to  what  is  left  from  the  gross  preinlum  income,  aftfer  the  ex- 
penses have  been  paid  of  putting  the  business  on  the  books,  after  the  unearned 
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premium  reserve  fund  has  been  properly  (treated,  and  after  so  mucli  of  the 
losses  have  been  paid  as  the  balance  will  pay,  you  then  take  enough  additional 
out  of  what  has  been  paid  in  as  premium  on  the  sale  of  stocic  to  make  good  the 
balance  of  the  losses,  do  you  not? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Carusi.  Assuming  that  at  the  time  the  dividend  was  declared  and  paid 
in  July  of  1912  there  was  still  left  a  portion  of  the  premium  from  the  sale  of 
stock,  and,  in  addition  to  that,  there  was  left  some  $18,000  out  of  the  $36,000 
of  earned  surplus  that  the  company  had  started  with;  then,  if  $16,000  was  paid 
in  dividends  in  July,  why  would  it  not  be  not  only  proper  but  more  proper  to 
say  that  that  $16,000  was  paid  out  of  earned  premiums  which  had  accumulated 
in  former  years  than  to  say  that  it  was  paid  out  of  what  some  stockholders 
had  paid  in  on  the  purchase  of  their  stock? 

Mr.  Fitch.  It  would  be  perfectly  proper,  because  the  premium  or  the  surplus 
fund  from  the  sale  of  the  stock  is  distinctly  understood  to  take  care  of  the 
losses  that  you  have  referred  to. 

Mr.  Cakusi.  Xow,  if  they  started  with  $36,000  at  the  time  Tuttle,  Wightman 
&  Dudley  took  over  the  Commercial,  and  the  entire  dividends  paid  "after  that 
time  amounted  to  $35,000,  made  up  as  follows :  Seven  thousand  dollars  declared 
and  paid  in  the  middle  of  1911 ;  $12,000  declared  and  paid,  or  rather  declared,  in 
December  of  1911,  but  not  paid  until  1912,  and  $16,000  declared  and  paid  in  the 
summer  of  1912,  all  of  those  dividends  could  have  been  paid  out  of  that  $36,000 
and  still  leave  a  thousand  dollars  of  earned  surplus? 

Mr.  Fitch.  It  could  be.    It  certainly  was.    The  figures  are  correct. 

But  insurance  companies  go  further  than  this  and  pay  clividendb- 
out  of  surplus  collected  the  same  year  from  stockholders,  as  Mr. 
AYolfe  (R.,  17,  p.  1387)  cites  Hartford  Fire  Insurance  Co.  as  having 
done  in  1906,  without  meeting  criticism. ' 

As  to  the  condition  of  both  the  Commercial  and  the  First  National 
Cos.,  Mr.  Wolfe  (R.,  17,  p.  1380)  gives  it  as  his  opinion  that  both 
are  in  a  reasonably  prosperous  condition,  omitting  from  their  assets 
any  profit  made  by  them  in  the  purchase  of  the  Southern  Building. 
He  also  states  that  on  October  31,  1912,  again  discarding  the  South- 
ern Building  profit  (R.  17,  p.  1351),  both  companies  were  entirely 
.solvent,  as  tested  by  the  rigid  departmental  standard,  although  this 
standard  is  not  required  by  the  law  of  the  District  of  Columbia. 
No  accountant  has  in  any  way  contradicted  or  given  evidence  to  dis- 
prove this  last  statement;  and  it  is  further  shown  (see  below)  that 
the  condition  of  the  Commercial  improved  by  a  gain  of  $14,121.47 
between  October  31,  1912,  and  January  1,  1913,  while  it  is  to  be 
noted  that  the  condition  of  the  First  National  is  not  even  under 
attack. 

The  accountants  give  the  surplus  of  the  companies  as  follows : 

1.  As  of  Oct.  31,  1912,  by  superintendent  of  insurance: 

First  National  (11.,  (i,  p.  527) .$:'>!)4,  40n.  74 

Commercial   (R.,  6,  p.  ."j25) 229,438.49 

2.  As  of  Dec.  31,  1912,  by  Prtce,  Waterhouse  &  Co. : 

First  National  (R„  24,  pp.  3825-1826) 470,  57.-i,  7.'{ 

Commercial   (R.,  24,  pp.  1823-1824) 301,  (rai.90 

^j.  As  of  Dec.  31,  1912,  by  companies'  own  statements: 

PMrst  National   (R.,  17,  p.  1421) 464,179.37 

Commercial   (R.,  17,  pp.  1419-1421) 243,  5."i9.  96 

(See  explanation  by  .Mi-.  Wolfe.  R.,  17,  p.  1353.) 

The  two  statements  of  the  insurance  companies  and  of  the  super- 
intendent of  insurance  are  made  up  of  the  same  items.  Both  include 
a  profit  on  the  Southern  Building  of  $210,940.75  for  each  company, 
and  would  coincide  in  surplus  except  for  the  difference  in  dates. 
They  show  an  addition  to  the  surplus  of  the  Commercial  for  the 
two  months  to  be  credited  to  pi'ofits  of  $14,121.47. 
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The  Price,  "Waterhouse  &  Co.  statement  likewise  gives  credit  for 
the  profit  in  the  Southern  Building  and  would  coincide  with  tlio 
company's  statement  as  to  the  Commercial  except  for  the  fact  tliul 
Price,  Waterhonso  &  Co.  have  admitted  as  an  as.set  "  Furniture  and 
fixtures.  $2,100.'"  and  "CVHTimissions  on  unearned  premiiuns,  $56,000," 
making  a  difference  in  the  two  statements  of  $58,100. 

It  is  not  necessary  to  the  case  of  the  Commercial  Fire  Insurance 
Co.  that  the  $58,100  admitted  in  the  assets  by  Price,  Waterhouse  & 
Co.,  and  excluded  by  the  superintendent  of  insurance  and  the  com- 
pany itself,  be  retained  as  an  asset,  because  an  analysis  of  any  one 
of  the  three  statements  will  demonstrate  that  without  the  aid  of  the 
$58,100  and  without  the  Southern  Building  profits  there  remained  a 
surplus  in  the  company  over  and  above  capital  of  $18,4i)7.74,  as  of 
October  ;31.  1912,  and  "of  $32,619.21  as  of  December  31,  1912.  But 
there  is  no  doubt  that  the  admission  of  the  $5S,100  by  Price,  Water- 
house  &  Co.  was  correct,  and  the  only  thing  questionable  is  the 
amount  which  should  be  larger. 

Price,  AA'aterhouso  &  Co.,  who  arc  witnesses  for  the  Government, 
called  by  tlie  committee,  and  have  no  interest  in  the  companies, 
admit  this  item  on  the  theory  that  as  the  total  unearned  premium 
reserve  has  been  charged  as  a  liability  tl)e  same  principle  would 
(•oiisistently  have  to  give  credit  in  the  assets  for  the  cost  or  ex- 
pense already  incurred  on  the  business  upon  whicli  that  reser\(' 
was  reckoned;  and  the  credit  gi\en  is  of  34  per  cent  of  the  un- 
earned ]ii'emium  reserxe.  The  fault  in  this  is  that  it  does  not  give 
any  credit  for  the  fntin-e  profit  that  may  be  made  out  of  said  busi- 
ness, and  the  fact  that  a  profit  may  reasonably  be  expected  and  is 
now  capable  of  being  valued,  and  even  sold,  is  easily  seen  when  we 
note  that  companies  fiften  sell  or  reinsure  their  business  and  retain 
much  more  than  3-t  per  cent  of  the  reserve.  For  instance,  the  In- 
surance Co.  of  the  State  of  Illinois  (R.,  19,  p.  1456)  in  October.  1912, 
sold,  or  reinsured  its  business  and  retained  55  per  cent  of  the  reserve. 
This  was  a  large  proportion  to  retain,  it  is  true,  but  according  to 
most  estimates  it  may  be  expected  that  the  seller  may  retain  about  14 
per  cent  more  than  the  34  per  cent  allowed  l)y  tliese  accountants. 
This  14  per  cent  would  add  about  $23,000  to  the  siu'plus  as  estimated 
by  Price,  Waterhouse  &  Co. 

Besides  this  item,  there  is  no  allowance  in  tlie  company's  assets  in 
any  of  the  statements  for  the  agencies  of  the  Commercial,  and  these 
agencies  cost,  according  to  Mr.  Tuttle's  testimony  (R.,  20,  p.  1562), 
$42,750;  and  they  are  necessary  to  any  insurance  business  and  their 
cost  was  normal.  Nor  is  there  any  allowance  for  the  office  or  agency 
sujiplies  on  hand,  nor  for  the  good  will  of  the  company  as  a  going 
concern.  These  additional  items  ought,  at  a  fair  business  valuation, 
to  be  worth,  as  they  would  be  given  credit  for  in  any  other  than  in- 
surance business,  nearly  $100,000  additional.  And  if  we  allow  all 
these  items  in  the  assets  the  surplus  will  be  seen  to  total  nearlv 
$450,000;  and  this  should  be  in  the  neighborhood  of  the  real  a  nine 
of  the  company  to  any  who  desired  to  take  it  over  and  run  an  insur- 
ance business. 

As  to  the  propriety  of  the  investment  by  the  two  insurance  com- 
panies in  the  Southern  Building  property,  there  are  some  interest- 
ing suggestions  and  testimony  to  be  found  in  the  record. 
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Not  only  is  there  no  law  in  the  District  of  Columbia  which  would 
prohibit  or  discourage  investment  in  real  estate,  but  in  no  State  of 
the  Union  is  there  any  such  law,  not  even  in  the  so-called  model 
insurance  State  of  New  York.  As  a  matter  of  fact,  investment  in 
real  estate  is  generally  encouraged.  See  the  testimony  of  Mr.  Best 
(R.,  7,  p.  646) : 

Mr.  Rest.  I  mean  to  say  that  the  laws  specify  in  what  classes  of  securities 
and  in  what  other  ways  the  general  funds  of  a  company  shall  be  invested,  but 
not  referring  specifically  to  the  portion  which  represents  the  reserve. 

Mr.  Caeusi.  Yes.    And  real  estate  is  not  prohibited,  is  it? 

Mr.  Best.  No. 

Mr.  Carttsi.  By  the  laws  of  any  State  that  you  know  of? 

Mr.  Best.  No. 

Mr.  CABtrsi.  Do  you  know  of  the  law  of  any  State  which  requires  the  reserve 
of  a  Are  insurance  company  to  be  kept  in  what  are  called  liquid  assets? 

Mr.  Best.  No. 

Mr.  Carttsi.  Not  other  than  you  have  answered? 

Mr.  Best.  No. 

Mr.  CABtrsi.  Do  you  know  of  the  law  of  any  State  which  prevents  an  Insur- 
ance company  from  investing  all  or  any  part  of  its  reserve,  or,  so  far  as  that 
goes,  of  its  entire  assets,  in  real  estate? 

Mr.  Best.  You  are  speaking  now  of  fire  insurance  companies? 

Mr.  Carusi.  Yes;  fire  insurance  companies. 

Mr.  Best.  No. 

******* 

Mr,  Caeusi.  There  is  no  law  in  New  York,  so  far  as  you  know,  is  there,  pre- 
scribing the  character  of  investments  for  fire  insurance  companies? 

Mr.  Best.  Oh,  yes ;  I  understand  that  there  is  such  a  law. 

Mr.  Caetjsi.  Does  it  exclude  real  estate  as  an  investment? 

Mr.  Best.  No. 

Mr.  Cabtjsi.  It  does  not? 

Mr.  Best.  It  specifically  includes  it,  if  I  am  not  mistaken. 

With  respect  to  the  proportion  of  their  assets  wliich  other  com- 
panies habitually  keep  in  real  estate,  see  testimony  of  Mr.  Best  (li., 
7,  pp.  64:7-Q48)  : 

Mr.  CaeL'SI.  It  is  not  altogether  uncouimon,  is  it,  for  fire  iiisiiriiuce  comimnies 
to  hold  considerable  real  estate? 

Jlr.  Best.  No. 

Mr.  Caeusi.  I  am  going  to  ask  you  whether  you  know,  iu  the  case  of  these 
companies  that  I  mention  to  you,  as  a  matter  of  general  information — these 
companies,  I  believe,  liave  all  been  reported  upon  by  you — that  the  National 
Union,  in  this  city,  has  assets  of  $182,000,  in  round  numbers,  and  carries 
real  estate  appraised  at  $175,000? 

Mr.  Best.  I  must  have  had  knowledge  of  it.     I  do  not  luiestion  it. 

Mr.  Caeusi.  That  can  be  verified  from  the  Spectator  Year  Book  of  1912,  page 
127 ;  and  also  from  one  of  your  reports. 

Also  the  Arlington,  another  Washington  company,  whicli  has  assets  of 
$370,000  and  real  estate  $214,000,  the  same  book,  page  222;  the  Corcoran,  an- 
other Washington  company  with  assets  of  $260,000  and  real  estate  of  $70,000; 
the  Firemen's,  with  assets  of  $315,000  and  real  estate  of  $75,000. 

Taking  a  New  York  company,  the  Hannibal.  That  is  a  C(nn])any  of  high 
standing,  is,  it  not? 

Mr.  Best.  High,  but  not  the  highest. 

Mr.  Caeusi.  That  is  one  of  the  companies  in  the  so-called  trust,  is  it  not? 

Jlr.  Best.  A  member  of  the  New  York  Iioard,  do  you  mean;  the  exchange? 

Mr.  Caeusi.  You  can  put  it  that  way. 

Mr.  Best.  It  is;  yes. 

Mr.  Caeusi.  Do  you  not  know— and  if  you  do  not  I  can  hand  you  the  Spec- 
tator, page  86— that  the  assets  of  that  company  are  listed  at  $4,818,000  and 
that  it  carries  real  estate  to  the  appraised  value  of  $1,130,000? 

Mr.  Best.  Yes ;  I  know  that. 
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Mr.  Caeusi.  You  kuow  that.  Now,  there  tire  one  or  two  more  I  would  like 
to  ask  you  about.  The  Virginia  State,  an  old  company  of  Kichmond,  you  prob- 
ably know  about. 

Mr.  Best.  Yes. 

Mr.  Cabusi.  Its  assets  are  $519,041  and  real  estate  $135,230. 

Mr.  Best.  Yes;  that  is  about  right. 

Mr.  C-VEUsi.  That  Is  26  per  cent. 

Mr.  Best.  Yes. 

Jlr.  Cahttsi.  The  Stite  Insurance  Co.  of  Des  Moines,  lown,  $421,840  assets 
with  real  estate  $160,017,  which  Is  38  per  cent.  The  Royal,  of  England,  is  ono 
of  the  great  foreign  companies,  is  It  not? 

Mr.  Best.  Yes. 

Mr.  Carusi.  That  is  also  in  what  you  call  the  board? 

;\Ir.  Best.  It  is. 

Mr.  Carusi.  Do  you  not  know  that  of  its  assets  amounting  to  $11,840,202, 
that  its  real  estate  is  .$4,140,902— about  35  per  cent? 

After  this  summary  of  Mr.  Best,  it  is  needless  to  comment  further 
on  the  investment  of  the  First  National  Fire  Insurance  Co.  and  the 
Commercial  Fire  Insurance  Co.  The  record  shows  that  their  invest- 
ment, so  far  as  their  outptit  is  concerned,  in  the  Southern  Building 
was  $140,000  each,  and  that  they  now  carry  the  property  at  $350,000 
each,  being  the  total  value  of  $2,000,000,  less  the  outstanding  bonds 
of  $1,.300,000.  divided  between  the  two  companies.  Their  admitted 
assets,  on  the  other  hand,  according  to  the  statement  of  Price,  Water- 
house  &  Co.,  as  of  December  31,  1912,  are:  First  National  Fire  In- 
surance Co.  (R.,  24,  p.  1826),  980,591.51;  Commercial  Fire  Insurance 
Co.  (R.,  24,  p.  1824),  $983,851.35.  The  deductions  from  these  figures 
:ire  that  each  of  the  companies  invested  about  15  per  cent  of  its  ad- 
mitted assets  in  the  Southern  Building  property,  and  that  they  now 
carry  that  investment  at  about  35  per  cent  of  their  total  admitted 
assets. 

AVe  think  it  may  be  fairly  assumed  that  the  Southern  Building 
property  is  as  liquid  an  asset  as  the  real  estate  of  other  insurance 
companies,  and  it  only  remains  to  be  said  that  even  in  the  case  of  a 
conflagration,  such  as  San  Francisco's,  an  insurance  company  does 
not  have  to  settle  its  losses  until,  as  the  evidence  shows,  some  8  or 
10  months  or  more  after  the  fire,  and  after  ample  opportunity  had 
been  given  for  the  disposal  of  real  estate. 

IV.   THE  CONCLUSION  OF  THE  WHOLE  MATTER. 

Now  that  the  labors  of  the  subcommittee  and  of  counsel  have  come 
to  an  end,  after  a  record  of  2,000  printed  pages  has  been  closed,  and 
after  the  completion  of  the  analysis  of  the  evidence  contained  in  the 
aforegoing  brief,  and  with  a  perspective  of  it  all,  it  only  remains  to 
be  said  that  the  fact  stands  out,  as  it  has  permeated  all  the  pages,  that 
the  so-called  investigation  is  nothing  more  or  less  than  the  result  of 
an  effort,  scarcely  to  be  characterized  in  parliamentary  language,  on 
the  part  of  Col.  Judson  and  Mr.  Stellwagen  to  destroy  the  two  non- 
board  insurance  companies  through  distrust  to  be  instilled  into  the 
public  mind  by  publicity  of  defamatory  charges  before  and  without 
an  opportunity  for  the  companies  to  be  heard  in  defense.  Mr.  Stell- 
wagen was  the  caitsa  causans  of  the  whole  inquiry.  Col.  Judson  his 
willing  tool.  So  zealous  in  his  undertaking  does  the  engineer  com- 
missioner soon  become,  although  in  the  position  of  a  civil  officer,  who 
should  judicially  pass  upon  such  charges,  that  nothing  but  his  venom 
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against  the  companies  can  be  discerned.  It  is  needless  to  add  that 
the  conduct  of  neither  Mr.  Stellwagen  nor  Col.  Judson  was  inspired 
by  that  public  spirit  and  high-mindedness  suggested  by  the  engineer 
commissioner  at  the  inception  of  the  investigation ;  long  ago,  as  the 
record  progressed,  those  terms  became  a  travesty. 

It  is  believed  that  every  material  charge  has  been  met  and  satis- 
factorily explained,  and  the  case  of  the  companies  is  now  submitted 
to  the  subcommittee  and  a  favorable  report  in  accordance  with  the 
evidence  is  awaited. 

EespectfuUy  submitted. 

Chakles  F.  Caeusi, 

ChAELES  a.  DoUGIiAS, 

Thomas  Ruffin, 
Gov/nsel  for  Insurance  Companies. 
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Subcommittee  of  the 
Committee  on  the  District  oe  Columbia, 

House  of  Kepbesentatives, 
Washington,  D.  C,  February  5, 1913. 

The  subcoininittee  met  at  9.30  a.  m.,  Hon.  Ben  Johnson  (chairman) 
presiding. 

*    The  following  members  of  the  subcommittee  were  present :  Messrs. 
Redfield,  Prouty,  and  Berger. 

There  were  also  present  Messrs.  Charles  A.  Douglas  and  Charles  F. 
Carusi,  representing  the  Commercial  Fire  Insurance  Co.,  the  First 
National  Fire  Insurance  Co.  of  the  United  States,  and  the  Washing- 
ton Loan  &  Title  Co.;  Mr.  J.  S.  Easby-Smith,  counsel  for  the 
superintendent  of  insurance  of  the  District  of  Columbia ;  Hon.  Cuno 
H.  Eudolph,  Commissioner  of  the  District  of  Columbia,  and  others. 

Mr.  Johnson.  Gentlemen,  I  want  to  say  to  you  in  advance  that 
regardless  of  whatever  else  may  come  along,  at  5  minutes  of  12  I  am 
going  to  depart.  Legislative  matters  are  in  such  shape  that  I  desire 
to  be  on  the  floor  when  the  House  meets. 

Mr.  Caeusi.  Mr.  Chairman,  as  I  understand  it,  if  we  go  on  this 
morning  we  will  have  about  two  hours,  and  then  there  will  be  an 
intermission  until  some  indefinite  time. 

Mr.  Johnson.  I  have  not  advised  with  the  committee.  I  reallj 
do  not  know  just  where  we  are.  I  believe,  Mr.  Kedfield,  you  are  tc 
go  away  to-day. 

Mr.  Redfield.  I  am  going  away  this  afternoon  and  will  be  awaj 
until  Saturday  afternoon. 

Mr.  Caeusi.  We  may  attach  more  importance  to  this  oral  argumeni 
ourselves  than  it  deserves,  but  we  feel  that  after  a  very  long  trial 
there  ought  to  be  some  fairh'  full  and  connected  discussion  of  the 
points  that  have  been  developed,  and  that  the  eflfectiveness  of  the  dis- 
cussion, from  our  point  of  view,  would  be  seriously  embarrassed  \\ 
the  argument  is  cut  in  two  and  part  of  it  takes  place  on  Wednesdaj 
forenoon  and  the  other  half  of  it  on  Monday  night,  for  instance.    ' 

Therefore  I  might  suggest  that  as  the  conclusion  of  the  hearing 
will  have  to  be  at  the  end  of  the  second  half  of  the  argument,  in  anj 
event,  that  we  would  prefer  to  have  a  more  or  less  continuous  per 
formance  of  it — say,  go  on  Monday  night  and  Tuesday  morning. 

Mr.  Johnson.  What  is  the  will  of  the  committee? 

Mr.  Pbouty.  We  never  can  tell  what  is  going  to  happen  in  th( 
House. 
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Mr.  Eedfield.  I  think  we  ought  to  go  on  and. finish  what  we  can 
when  we  can  do  it.  The  House  is  likely  not  only  to  have  night  ses- 
sions, but  to  begin  earlier  in  the  morning. 

Mr.  DoFOLAS.  Could  we  go  on  Monday  morning  and  then  on  Tues- 
day morning? 

Mr.  JoHNSox.  Monday  is  District  day. 

Mr.  Redfield.  I  think  we  will  have  to  take  whatever  time  we  can 
get,  it  seems  to  me — use  this  mornin^i'  and  then  use  Saturday  evening 
or  Monday  morning. 

Mr.  Douglas.  How  would  it  do  tb  adjourn  until  Monday  morning 
and  go  on  then  and  on  Tuesday  morning? 

Mr.  JoHxsox.  We  never  can  tell  what  the  House  will  do.  I  could 
not  attend  a  hearing  Monday  morning. 

Mr.  Cabusi.  "Would  Tuesday  morning  and  Tuesday  night  be  con- 
venient to  the  committee,  finishing  Tuesday  night;  or  if  something 
prevents  begin  Tuesday  niaht  and  finish  Wednesday  morning? 

Mr.  JoHxsox.  I  will  come  day  or  night,  but  from  this  minute  on 
I  am  not  going  to  lose  one  minute  from  the  floor  of  the  House. 

Mr.  Dot  0 LAS.  You  sav  Monday  is  District  day,  and  it  is  not  likely 
yoTi  will  have  any  time  in  the  forenoon. 

Mr.  Johnson.  We  can  not  foresee.  On  Monday  it  is  most  likely 
we  would  meet  at  12  o'clock. 

Mr.  Redfield.  Mr.  Chairman,  I  think  we  ought  to  go  on  this  morn- 
ing without  any  question. 

Mr.  Johnson.  What  do  you  think  about  it,  Mr.  Prouty? 

Mr.  Pkoity.  That  is  what  I  think  we  should  do. 

Mr.  Johnson.  What  do  you  think  about  it,  Mr.  Berger  ? 

Mr.  Berger.  I  think  so,  too. 

Mr.  Johnson.  It  is  requested  that  we  proceed  with  the  argument 
nntil  .5  minutes  of  12,  and  we  will  have  to  make  the  best  job  of  it 
afterwards  that  we  can. 

Mr.  Redfield.  That  is  all  we  can  do.  We  can  not  tell  what  hour 
the  House  is  going  to  meet.    It  is  not  possible  for  us  to  foresee. 

Mr.  Carusi.  If  we  went  on  this  morning  would  it  be  possible  to  go 
on  to-night  ? 

Mr.  Johnson.  I  am  willing  to. 

Mr.  Redfield.  I  am  willing  it  should  go  on  in  my  absence.  I  pre- 
sume it  will  all  be  taken  down,  and  I  will  read  it  carefully.  I  am  per- 
fectly willing  it  should  be  done,  and  I  will  make  it  my  business  to 
sead  every  word  carefully. 

Mr.  Easbt-Smith.  Mr.  Chairman,  while  I  may  not  have  much  to 
say,  depending  a  good  deal  on  what  is  said  by  other  counsel,  I  will 
&ave  a  little  to  say  on  behalf  of  my  client,  but  it  will  be  utterly  impos- 
sible for  me  to  remain  to-day,  because  I  have  a  case  on  trial. 

Mr.  Johnson.  You  gentlemen  can  arrange  the  order  of  the  argu- 
ment among  yourselves. 

ilr.  Easby-Smith.  I  will  be  engaged  in  this  trial  in  court  this 
morning  and  to-morrow  morning,  so  that  I  can  not  be  here  at  those 
times. 

Mr.  Redfield.  I  move,  Mr.  Chairman,  that  we  proceed  with  the 
argument  to-day  and  to-morrow  morning  so  far  as  possible. 

Mr.  Johnson.  We  will  hear  whichever  one  of  you  gentlemen  de- 
sires to  proceed  first. 
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ARGUMENT  OF  CHARLES  F.  CARUSI,  ESQ.,  IN  BEHALF  OF  THE 
COMMERCIAL  FIRE  INSURANCE  CO.  AND  THE  FIRST  NATIONAL 
FIRE  INSURANCE  CO.  OF  THE  UNITED  STATES,  AND  THE  WASH- 
INGTON LOAN  &  TITLE  CO. 

Mr.  Caetjsi.  We  have  arranged  among  ourselves  that  I  will  malw 
the  opening  argument.  Before  doing  so  I  have  a  written  motion,  a 
copy  of  which  was  forwarded  to  Mr.  Kedfield  yesterday,  a  motioii 
that  he  do  not  participate  in  the  decision  of  the  Subcommittee  on  the 
District  of  Columbia.  That  motion  is  in  writing  and  the  grounds 
of  the  motion  are  stated  with  some  fullness.  The  motion  is  addressed 
to  him  personally,  as  I  take  it  that  this  committee  has  no  control  over 
the  matter.  I  will  not  consume  the  time  of  the  committee  in  reading 
the  motion,  but  simply  ask  that  it  be  made  a  part  of  the  record.  1 
have  copies  here  for  the  members  of  the  committee. 

The  motion  is  as  follows : 

Investigation  of  Insuraac];  (.'uiiPA-xiEs  and  Office  of  Cojuiissioner  oi 
Insurance  in  the  District  of  Colimbia. — Motion  That  Mu.  Kedfield,  oi 
New  York,  do  not  Participate  in  the  Decision  of  the  Subcommittee  oj 
THE  District  of  Columbia. 

grounds  of  motion. 

It  is  elementary  Ango-Saxoii  law  and  custom  that  no  man  shall  combine  it 
his  own  person  the  role  of  iirosecutor  and  judge. 

In  the  present  trial,  prosecution,  investigation,  or  howsoever  it  may  properlj 
be  styled,  Jlr.  Redfield  lias  combined  in  his  person  the  role  of  com]il.-uninf 
witness  and  of  prosecutor  of  these  defendant  companies. 

It  is  respectively  submitted  that  to  that  role  the  addition  of  the  functions  ol 
a  judge  would  be  violative  of  accepted  notions  of  justice  and  fair  play. 

The  defendant  insurance  companies,  through  their  general  counsel,  welcomet 
the  fullest  investigation  into  the  charges  brought  against  them  and,  ever 
though  it  would  appear  from  the  record  that  iir.  Redfield  took  the  initiative 
in  procuring  this  investigation,  the  defendants  were  well  content  that  he  shouk 
sit  upon  the  committee,  and  from  the  vantage  ground  thus  afforded  him 
should  have  the  fuller  opportunity  to  bring  out  into  the  light  of  day  everj 
accusation,  suspicion,  and  innuendo  that  anyone  was  prepared  to  voice  a 
a  public  hearing.  The  committee  knows  and  the  record  abundantly  disclose 
that  during  a  trial,  which  occupied  some  28  days,  on  but  one  or  two  occa 
sions  did  counsel  for  the  defense  interopse  a  single  objection  based  upoi 
violation  of  rules  of  evidence  whether  as  to  the  competency  or  the  relevanci 
of  testimony  brought  against  them.  Thus  Mr.  Redfield,  as  prosecutor,  wa" 
given  a  lattitude  in  the  matter  of  making  good  the  representations  upoi 
the  basis  of  which  this  investigation  was  ordered,  which  could  not  have  ob 
tained  in  any  of  the  ordinary  tribunals.  Having  enjoyed  these  advantages  an( 
having  used  them  to  the  fullest,  the  time  is  now  at  hand  when  the  propriet; 
of  his  acting  judicially  in  the  ascertainment  of  facts  must  be  considered,  no' 
from  the  point  of  view  of  privilege  of  a  Member  of  Congress  or  of  a  menibe; 
of  this  committee,  but  from  the  point  of  view  of  justice,  of  common  fairness 
and  of  public  opinion. 

statement  of  facts. 

The  record  discloses  that  this  investigation  was  the  perhaps  vmexpectei 
outgrowth  of  a  deliberate  conspiracy  to  wreck  the  defendant  insurance  com 
lianies  by  a  campaign  of  publicity  of  such  character  that,  without  a  tria 
or  opportunitiy  to  be  heard  in  their  own  behalf,  their  credit  should  be  de 
stroyed,  their  business  ruineil.  and  their  competition  removed. 

Best's  puliJications  furnishe<l  the  pretext  and  disloyal  competition  the  motivi 
to  Edward  J  .Stellwagen;  and  a  public  oflicial.  Engineer  Commissioner  Lieul 
Col.  Judson,  the  instrument. 
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On  tlie  3d,  4tU,  (ir  '.Ch  of  Dcceuiber,  1912  record,  ptiges  21  and  45)  a  gentle- 
man described  by  Col.  Judsini  as  •  a  publio-spirited  and  very  higU-miuded 
citizen"  (meaning  thereby  Mr.  IMward  J.  Stellwageu)  called  upon  Commis- 
sioner Rudolph  and  called  his  attention  to  the  increase  of  the  valuation  of 
the  Southern  Building.  Commissioner  Kudolpli  seems  to  liave  been  unre- 
sponsive to  the  suggestions  of  Jlr.  Stellwagen.  and  so  far  as  tlie  record  discloses 
from  that  time  on  assumed  tlie  historic  attitude  of  washing  Ids  hands  of  the 
entire  atfair. 

3Ir.  Stelhvagen  then  tuolc  up  the  matter  of  the  valuation  of  the  Southern 
Building  with  the  engineer  connnissioner  and  with  the  somewliat  remarliable 
result  that,  instead  of  that  public  offlcial  causing  an  investigation  to  sec  vrhether 
the  other  property  in  the  financial  section  was  not  appraised  at  too  low  a 
figure  for  tlie  purpose  of  taxation  for  the  support  of  tlie  District,  he  at  once 
assumed  that  the  Soutlieni  Building  was  appraised  at  too  high  a  figure,  thus 
neeessitatinji  a  l)rivate  investigation  into  the  affairs  of  the  two  companies 
which  owned  the  building 

It  is  in  evidence  that  Mr  Edward  J.  Stcllwagen  is  president  of  the  Thos.  J. 
Fisher  Co..  wliich  does  a  lars;c  fire  insurance  business  (record,  pp.  293.  299), 
and  that  the  Southern  Building  drew  in  one  year  some  iJo  tenants  from  the 
[Hicc  building  owned  by  his  company  on  tlie  opposite  corner  from  tlie  Southern 
Building  (record,  page  308).  Whether  tliese  facts  were,  also,  connnuuicated  to 
Col.  Judsoii  by  ilr.  Stelhvagen  is  not  disclosed  by  the  reiord. 

About  the  same  time  one  of  these  fire  companies  was  resisling  an  attempt 
•on  the  part  of  the  State  of  New  York  to  go  over  Ihe  liead  of  the  local  insurance 
deiiartnient  and  lualvC  a  separate  examination  into  tlic  affairs  of  the  company. 
It  was  In  this  connection  that  Mr.  Itedfield  seems  to  have  first  been  enlisted 
iu  the  cau.se. 

f)n  or  about  the  ."ith  of  December,  (.'ol.  Judson.  having  previously  proposed  to 
his  colleagues  the  discharge  of  the  superintendent  of  insurance  and  tlie  pro- 
curing of  "as  good  .1  man  as  we  could  secure  in  this  emergency  that  we  found 
oursiOves  in  "  m.-ide  the  following  motion  : 

"  I  move  that  the  superlnteuilent  of  insurance  lie  directed  to  make  an  imme- 
diate and  exhaustive  examination  of  tlie  books  and  accounts  of  the  Commer- 
cial Fire  Ins\irance  Co.  of  the  District  of  Columbia;  that  there  be  a  revaluation 
as  of  this  d.ite  of  the  Sontliern  Building,  one-half  of  an  eipiity  in  which  is 
owned  by  the  Commercial  Fire  Insurance  Co;  that  for  tlie  purpose  of  this 
\alnation  the  superintendent  of  insurance  be  directed  to  secure,  if  possible,  the 
services  of  Mr.  William  D.  Hoover,  president  of  the  N.itional  Savings  &  Trust 
Co..  and  Mr.  Harold  K.  Doyle,  .i  real  estate  expert,  they  to  select  a  third; 
Ihat  tlie  real  estate  assessors  of  the  Di.strict  be  instructed  to  make  a  valuation 
of  the  Southern  Building  as  of  this  date:  that  it  be  suggested  to  the  superin- 
tendent of  insurance  that  an  av<'i-,ige  of  the  two  valuations  above  suggested  be 
taken  as  the  value  of  the  Southern  Building;  that  the  matters  referred  to  in 
the  appended  memorandum  be  elucidated  by  tlie  superintendent  of  insurance 
in  connection  with  his  report ;  that  upon  the  completion  of  tlie  examination 
above  referred  to  the  superintendent  of  insurance  be  directed  to  immediately 
make  a  similar  searching  and  full  examination  Qf  the  books  and  accounts  of  the 
First  National  Fire  Insurance  Co.  of  the  United  States."    (Record,  p.  67.) 

It  is  iu  evidence  that  the  Harold  10.  Doyle,  who  was  to  reappraise  the  South- 
ern Building,  was  an  employee  of  Edward  J.  Stellwagen  (record,  p.  320).  and 
that  the  William  D.  Hoover  mentioned  was  president  of  a  trust  company  with 
large  holdings  of  valuable  re.il  estate  in  the  immediate  vicinity,  and  who  had 
the  additional  advantage  as  an  appraiser  that  he  had  previously  expressed  to 
Col.  Judson  his  opinion  that  the  land  uiiou  which  the  Southern  Building  stood 
was  worth  $22  a  square  foot  frecord,  p.  455).  or  about  one-half  of  the  valuation 
put  by  every  expert  called  in  tliis  investigation,  and  who  further  qualified  as  an 
expert  by  the  statement  that  his  building  some  23  years  old  was  more  valuable 
than  the  Southern  Building  erected  lust  year.     (Record,  pp.  475  to  483.) 

The  superintendent  of  insurance  who  was  to  be  dismissed  in  order  that  Col. 
Judson  might  substitute  for  him  "as  good  a  man  as  we  could  secure  in  this 
emergency  that  we  found  ourselves  in."  is  the  same  superintendent  of  insunince 
concerning  whom,  when  challenged  to  do  so  on  hiscross-examination,  Col.  Judson 
said  that  the  only  charge  he  was  then  willing  to  make  against  him  was  that 
he  had  not  brought  important  facts  to  the  attention  of  tlie  ciunmissioners  and 
had  not  suggested  legislation,  if  any  were  necessary,  to  cure  a  situation,  and 
be  thought  "  that  that  demonstrated  in  Itself,  not  misconduct  but  unfitness." 
(Record,  p.  225.)  Col.  Judson's  attempt  to  remove  the  superintendent  of  insur- 
ance incidentally  with  a  reappraisement  of  the  Southern  Building  is  thus  re- 
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ferred  to  by  Senator  Galliuger  iu  liis  statement  before  the  subcommittee  (p.  440 
of  the  record)  : 

"  No\(r,  think  of  what  Col.  Judson  did.  Here  is  a  young  man  who  was  sup- 
porting his  widowed  mother  and  supporting  a  wife  and  a  child.  He  had  made 
an  honorable  record.  He  had  made  mistalies,  no  doubt — and  only  heaven  knows 
who  has  not  made  mistakes;  I  do  not  know.  And  yet  this  entire  investigation 
was  precipitated  without  the  Commissioners  of  the  District  of  Columbia  saying 
a  single  word  to  that  young  man  concerning  it.  Col.  Judson  went  to  the  extent 
of  writing  a  resolution,  which  he  asked  his  associates  to  pass,  to  depose  this 
young  man  from  his  position.  Why.  they  do  not  do  that  in  the  departments  in 
Washington  with  reference  to  a  watchman.  The  man  who  sits  at  the  door  of 
one  of  our  departments  has  a  right  to  be  heard  and  has  a  right  to  present  his 
side  of  the  case.  But  Col.  Judson  proposed  to  take  this  young  man,  with  his 
widowed  mother  dependent  upon  him,  and  his  own  family  dependent  upon  him, 
and  throw  him  out  of  his  office  without  an  opportunity  to  say  a  word  in  his 
defense.  It  is  a  most  extraordinary  procedure,  the  most  extraordinary  pro- 
cedure that  has  come  under  my  observation,  and  I  do  not  think  it  can  be 
too  severely  condemned.  If  the  young  man  ought  to  be  driven  out  from  the 
office,  let  it  be  done  decently  and  in  order,  and  let  him  have  an  opportunity  to 
be  heard  in  his  own  defense  and  give  his  side  of  the  case  before  such  drastic 
action  is  taken.  It  .is  greatly  to  the  credit  of  Col.  Judson's  associate  commis- 
sioners that  they  refused  to  pass  that  resolution  which  would  have  been,  to  my 
mind,  a  wicked  thing." 

It  is  quite  apparent  that  Supt.  Ingham  was  an  incident  and  that  the  re.il 
prey  were  these  insurance  companies.  The  following  letter  written  on  December 
5  is  self-explanatory : 

First  National  Fire  Insurance  Co.  of  the  United  States, 

Home  Office,  Southern  Building, 
Washington,  D.  C,  December  5, 1912. 

Honorable  CoiiiiissioNERs  of  the  District  of  Columbia, 

Municipal  Building,  Washington,  D.  C. 

Gentlemen  :  Gen.  Wynne,  president  of  the  First  National  Fire  Insurance  Co., 
informs  me  that  there  is  dissatisfaction  expressed  at  the  District  Building  at 
the  appraised  value  placed  upon  the  Southern  Building  by  Messrs.  Hopewell  H. 
Darneille,  former  assessor  of  taxes  of  the  District  of  Columbia ;  Alexander  T. 
Hensey,  of  the  firm  of  Swartzell,  Rheem  &  Hensey,  and  William  P.  Lipscomb, 
the  well  known  builder  of  this  city.  It  is  further  suggested  that  a  reappraise- 
ment  should  be  had,  apparently  with  the  view  of  reducing  the  previous  ap- 
praisal. 

As  general  counsel  of  the  company,  I  have  advised  the  company  to  decline  to 
appoint  any  appraisers  for  such  purpose.  I  can  well  understand  that  adjoining 
property  owners,  who  have  not  the  same  reason  for  carrying  .their  real  estate 
assets  at  their  actual  value,  may  have  called  attention  to  what  they  claim  to 
be  an  appraisement  in  excess  of  that  of  the  tax  office. 

We  shall  resist  any  attack  upon  this  appraisal  made  for  any  such  purpose, 
and  if  this  appraisal  is  to  be  disturbed  we  shall  insist  that  it  shall  not  be  done 
so  by  a  new  appraisal  by  persons  interested  only  in  keeping  their  tax  rates 
reduced,  but  such  new  appraisal  shall  be  made  under  the  direction  of  either  the 
House  or  Senate  committee  of  Congress. 

Tours,  very  respectfully,  Chas.  F.  Cabusi, 

General  Ooimsel. 

(Record,  p.  8.) 

As,  also,  the  letter  of  December  7,  in  which  these  companies  ask  for  a  hearing 
for  the  reason  stated  by  Gen.  Wynne :  "  It  is  hardly  necessary  for  me  to  call 
attention  to  the  fact  that  any  publicity  concerning  these  companies  would  have 
upon  their  business  in  the  many  States  in  which  they  are  now  engaged  in  writ- 
ing fire  insurance  the  same  disastrous  efCect  that  would  be  felt  by  a  banking 
•  institution  if  unjustly  attacked  without  an  opportuniy  to  be  heard  in  its  de- 
fense." 

[Home  Office,   .Southern  Ruildlng. | 

First  National  Fikb  Insurance  Co.  of  the  Uniteo  States. 

Washington,  D.  0.,  Decewiber  7,  1912. 
Honorable  Board  of  Commissioners  fob  the  District  of  Columbia, 

Washington,  D.  C. 
Gentlemen  :  This  company,  of  which  I  am  president,  and  the  Commercial  Fire 
Insurance  Co.,  of  this  city,  of  which  I  am  one  of  the  directors  and  a  stock- 
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holder,  have  been  formally  notified  by  the  insurance  department  that  a  new  ex- 
amination into  its  affairs  had  been  ordered  by  your  board,  and  that  along  with 
said  new  examination  would  come  a  new  appraisement  of  the  real  estate.  It 
further  appears  from  a  conversation  between  one  of  our  directors,  who  is  vice 
president  of  both  of  these  companies  and  a  member  of  your  board,  that  many 
criticisms  concerning  both  of  these  companies  and  their  methods  have  been 
brought  privately  to  the  attention  of  one  of  the  members  of  your  board.  Criti- 
cisms concerning  both  of  these  companies  have  been  rife  in  Washington  ever 
since  their  remarlcable  success  in  bringing  capital  into  the  city  for  the  purpose  of 
writing  fire  insurance,  attracting  the  attention  of  their  competitors  in  business 
as  well  as  the  general  public.  These  criticisms  have  been  traced  to  three 
sources:  First,  the  agents  of  fire  insurance  companies  in  the  District  of  Co- 
lumbia ;  secondly,  to  some  of  the  banking  institutions ;  and,  thirdly,  to  what  is 
known  as  the  "  real  estate  ring." 

The  Commercial  has  been  writing  a  large  amount  of  fire  insurance  as  the  re- 
sult of  a  policy  of  giving  to  the  people  of  the  District  of  Oolumbin  the  amount 
of  the  premium  generally  paid  to  agents.  This  the  company  w;is  able  to  do 
profitably,  by  reason  of  the  fact  that  the  entire  premium  received  from  a  policy 
holder  went  into  the  treasury  of  the  company,  with  uo  deduction  for  commis- 
sions to  any  person  or  persons  whatsoever.  A  number  of  the  banks  run  small 
local  fire  insurance  companies  as  a  side  issue.  In  some  cases,  which  it  is  not 
neci'ssary  to  name,  the  president  of  the  bank  will  be  the  president  of  the  insur- 
ance company ;  in  other  cases  the  directorates  will  be  more  or  less  interlocking. 
The  loss  of  business  to  the  subsidiay  fire  insurance  companies  as  a  result  of 
local  competition  has  been  considerable,  and  the  result  has  been  a  constant  dis- 
play of  animus  on  the  part  of  the  afiiliated  banking  institutions.  The  third  and 
most  formidable  enemy  which  these  companies  have  made  consists  of  certain 
institutions  having  large  real  estate  holdings  in  the  immediate  vicinity  of  the 
Southern  Building,  upon  which  it  has  been  publicly  asserted  by  numerous  Mem- 
bers of  C'ongief-s  that  they  are  jiaying  far  less  in  taxes  than  the  real  value  of 
their  real  estate  holdings  would  require,  thus  unduly  increasing  the  burdens 
upon  the  Federal  office-holding  and  other  less  fortunate  classes.  Until  these 
i-riticisms  took  the  form  which  would  permit  of  some  answer  these  companies 
have,  perforce,  remained  silent.  The  vvhisiiered  slander  of  the  streets  can  never 
be  met,  except  by  demonstrated  success.  In  view  of  the  fact,  however,  that  they 
have  now  been  brought  to  the  official  attention  of  the  District  government,  the 
purpose  of  this  communication  is  to  respectfully  request  on  behalf  of  both  this 
company  and  the  Commercial  Fire  Insurance  Co.,  that  the  entire  subject, matter 
of  such  criticisms  be  investigated  in  some  deliberate  and  impartial  manner. 
We  trust  that  in  this  way  they  may  be  permanently  laid  at  rest. 

I  suggest,  therefore,  that  a  conference  be  arranged  with  the  officers  and  gen- 
eral counsel  of  these  companies  and  your  honorable  board  and  the  corporation 
counsel,  at  which  some  mode  may  be  determined  upon  whereby  criticisms  against 
these  companies  may  be  made  specific  and  the  companies  be  given  an  opportunity 
to  place  upon  record  the  facts  and  figures  concerning  same,  and  a  mode  be 
agreed  upon  whereliy  the  facts  and  figures  so  given  may  be  ^■erifled  from  the 
records  of  the  company.  It  is  hardly  necessary  for  me  to  call  attention  to  the 
fact  that  any  publicity  concerning  these  companies  would  have  upon  their  busi- 
ness in  the  many  States  in  which  they  are  now  engaged  in  writing  fire  insurance 
the  same  disastrous  effect  that  would  be  felt  by  a  banking  institution  if  unjustly 
attacked  withcnit  an  opportunity  to  be  heard  in  its  defense.  Not  only  would  our 
stockholders  be  the  sufferers  by  such  a  course,  but  it  would  mean  that  the  peo- 
ple of  this  District,  who  now  have  an  opportunity  to  acquire  fire  insurance  at 
two-thirds  of  the  prevailing  rate,  would  be  compelled  to  continue  to  pay  the  rate 
prevailing  among  the  older  companies,  which  they  must  continue  to  maintain, 
unless  they  can  also  devise  some  means  of  getting  their  business  on  their  books 
free  from  the  30  to  40  per  cent  which  goes  into  the  pockets  of  the  local  'agents, 
incorporated  and  unincorporated. 

I  will  be  pleased  to  hear  from  you  upon  this  matter  at  your  convenience. 
Yours,  very  respectfully, 

Robert  J.  Wykne,  President. 

P.  S. — Since  writing  the  above  I  am  informe<l  that  Judge  Gould  has  arranged 
for  au  interview  between  himself  and  llr.  Carusi  with  the  eugiueer  commis- 
sioner. I  desire,  however,  that  formal  action  should  be  taken  by  your  honora1)le 
board  upon  this  communication. 

(Record,  pp.  24-25.) 
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No  hearing  wms  granted,  and  subsequent  events  developed  that  an  investiga- 
tion vi'as  not  what  Lieut.  Col.  Judson  wanted,  but  that  his  real  purpose  and 
that  of  his  associates,  abettors,  and  accomplices  was  the  destruction  of  these 
companies  throu.gh  the  columns  of  the  daily  press. 

It  would  appear  from  the  record  that  as  early  as  December  5  Col.  Judson 
souglit  to  make  use  of  Mr.  Eedfield  for  the  accomplishment  of  his  ends,  and  on 
that  date  requested  Mr.  Redfield  to  write  to  the  insurance  department  of  the 
State  of  New  Turk  with  a  view  to  securing  their  speedy  acceptance  of  his  invi- 
tation to  come  down  and  examine  these  companies  (record,  p.  68).  On  the  9th 
day  of  December  Col.  Judson  had  an  inten-iew  with  Mr.  Redfield  in  the  lattpr's 
apartments  in  the  Highlands.  On  December  10  Mr.  Judson  and  Mr.  Redfield 
again  met  to  discuss  the  situation,  and  Mr.  Stellwagen  was  invited  to  be  present. 
(Record,  p.  321.) 

From  Col.  Judson's  testimony  it  appears  that  he  was  greatly  excited  over  the 
insurance  situation,  and  was  so  convinced  that  he  "  owed  a  duty  to  the  public  " 
that  he  prepared  a  long  statement  (being  the  same  statement  which  he  for- 
warded to  the  chairman  of  the  District  Committee  to  accompany  the  resolution 
afterwards  introduced  on  the  floor  of  the  House)  (record,  p.  67),  and  "moved 
that  the  attached  statement  be  adopted  in  board  session  and  copies  issued  to 
those  requesting  them  by  the  secretary  to  the  board"  (record,  p.  69). 

Col.  Judson  testified  that  he  did  not  give  these  statements  to  the  press  on 
December  11,  but  that  he  apprehended  that  some  of  the  papers  might  get  hold 
of  theui  (record,  p.  151).  This  apprehension  was  not  wholly  idle,  in  view  of 
the  testimony  of  the  reporters  for  the  newspapers  that  they  were  summoned  to 
come  over  to  the  District  Building  to  get  a  choice  bit,  and  that  they  waited  in 
the  antechamber  while 'Col.  Judson's  clerk  made  copies  on  the  typewriter  (rec- 
ord, p.  502)  and  heard  Col.  Judson  telephone  to  the  morning  papers  to  send 
over  and  get  copies. 

This  concerted  attempt  at  destruction  by  publicity  and  without  trial  or  inves- 
tigation appears  to  have  miscarried  through  the  fact  that  the  reporter  of  the 
Star,  acting  under  general  instructious  from  the  management,  telephoned  a 
warning  that  the  copy  he  was  sending  over  was  of  a  libelous  character,  and, 
as  was  testified  to  by  Mr.  Lyons  (record,  p.  730),  manager  of  the  Stai-.  his  paper 
declined  to  print  the  statement,  ^dopted  in  board  session,  because  he  considered 
the  article  as  libelous  and  not  privileged.  The  other  daily  newspajiers  of  the 
city  of  Washington  took  the  same  position.  The  conspiracy  was  a  failure  un- 
less some  mode  could  be  devised  of  their  convincing  the  local  press  that  Col. 
Judson's  charges  were  not  libelous  or  of  securing  in  some  manner  a  privilege 
which  could  be  relied  upon  as  a  defense  by  newspapers  publishing  libelous 
matter. 

On  the  afternoon  of  December  11,  1912,  the  date  upon  which  the  papers  de- 
clined to  publish  this  statement,  an  accidental  meeting  occurred,  as  follows : 

Mr.  Godwin.  I  met  Mr.  Redfield  going  home  on  a  ilount  Pleasant  car  one 
evening.  I  think  it  was  in  the  neighborhood  of  6  o'clock,  and  it  was  on  the  day, 
i  think,  that  a  statement  had  been  issued  to  the  newspapers  and  had  not  been 
published.     It  was  that  day  or  a  day  closely  following. 

Mr.  Redfield.  You  said  it  was  the  same  afternoon. 

Mr.  Godwin.  Yes.  I  talked  to  Mr.  Redfield  in  the  car  several  minutes,  per- 
haps 20  minutes,  going  uptown.  He  asked  me  if  I  had  known  about  this  state- 
ment, and  I  told  him  yes,  and  we  had  some  conversation  on  that  subject.  I 
do  not  recall  the  words.  He  asked  me  why  it  had  not  been  published,  and  I 
believe  I  told  him  at  that  time  my  information  was  it  was  not  published  because 
it  had  been  held  to  be  libelous,  and  that  attorneys  for  the  insurance  companies 
had  been  in  our  oflice,  and  that  I  also  understood  the  matter  had  been  in  type 
and  had  been  pulled  out  of  type,  and  I  still  believe  it  was. 

Mr.  Redfield.  Did  you  tell  me  that  Mr.  Carusi  had  threatened  a  libel  suit  in 
the  event  that 

Mr.  Godwin  (interposing).  I  believe  I  told  you  that  my  information  was  that 
Mr.  Carusi — if  it  was  Mr.  Carusi — I  do  not  know  as  I  used  his  name 

Mr.  Redfield  (interposing).  I  am  not  sure  that  you  did. 

Mr.  Godwin  (continuing).  That  an  attorney  for  the  insurance  company  had 
called  upon  the  Star  office  and  had  threatened  .i  libel  suit  if  the  article  waa 
published.  That  was  the  information  given  to  me  at  the  time  by  C.  Fred  Cook 
the  city  editor  of  the  Star.  I  think  that  Mr.  Redfield  and  I  then  talked  about 
congressional  action.  I  think  that  I  said  to  Mr.  Redfield  that  if  this  paper 
was  made  a  part  of  the  Congressional  Record  it  would  be  considered  privileged 
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and  that  our  attitude  ou  the  subject  was  that  if  it  were  brouglit  up  on  tlio 
floor  of  the  House  that  we  would  not  agree  to  use  it  unless  we  had  it  verbiitim, 
because  our  understanding  of  the  libel  law  as  strictly  interpreted  is  that  any 
Buch  matter,  if  used  under  the  shadow  of  the  Capitol  Dome,  must  be  verbatim. 

I  think  that  Mr.  Kedfield  told  me  that  there  was  every  possibility  that  tlio 
matter  would  be  brought  up  before  the  House.  I  may  be  mistalien  in  that,  but 
I  do  not  thinli  I  am.  There  had  been  a  great  deal  said  about  this  insurance 
matter  at  that  time,  I  thinli,  and  it  is  very  hard  to  recollect  every  detail. 
E'ollowing  that  I  had  conferences  with  the  man  that  testified  here,  G.  A.  Lyon, 
associate  editor  of  the  Star,  and  my  instructions  were  to  watch  the  floor  of  the 
House  very  carefully  and  find  out  whether  or  not  that  bit  of  \\i-iting  from  tlie 
District  Building  was  going  to  be  incorporated  in  a  resolution  that  was  before 
the  House  or  used  on  the  floor  of  the  House  in  any  wny,  shape,  or  form,  and 
I  think  that  I  carried  around  in  my  pocket  a  copy  of  it  for  several  days. 

Mr.  Johnson.  A  copy  of  what? 

ilr.  Godwin.  A  copy  of  the  statement  from  the  District  Building;  not  a  copy 
of  the  resolution.  I  forget  the  next  step  in  the  matter.  I  simply  watched  the 
floor  of  the  House  and  got  information  about  the — advance  information,  if 
possible,  about  anj-  introduction,  and  I  forget  now  whether  tlie  resolution  was 
introduced  by  Mr.  Johnson  in  what  we  call  "  our  time,"  or  whether  it  happened 
after  3  o'clock. 

Mr.  Redfield.  Mr.  Godwin,  do  you  remember  saying  that  you  understood 
that  the  same  action  had  been  taken  by  the  counsel  of  the  companies  in  the 
other  newspaper  oflices? 

Mr.  Godwin.  Yes ;  I  think  I  said  that,  too,  at  that  time.    That  was  my  opinion. 

Mr.  Redfield.  Do  yon  leinembor  my  saying  something  to  you  to  the  etlect 
that  if  the  newspapers  were  tliu.><  silencett  by  the  counsel  for  these  companies 
there  was  no  other  way  in  which  the  matter  could  be  brought  into  the  light 
except  through  a  congressional  camniitlccV 

Mr.  Godwin.  Do  I  remember  you  ."j.-iying  that? 

Mr.  Redfield.  Yes. 

Mr.  Godwin.  Substantially  to  that  effect,  both  there  au^l.  I  think,  down  in 
the  press  lobby. 

Mr.  Rfdfield.  Do  you  rouiember  my  saying  something  to  yon  to  the  effect 
that  in  view  of  the  newspapers  lieing  silenced  in  this  way  it  was  only  just  to 
all  the  parties  in  the  case — the  public  and  the  companies — thai  the  whole  matter 
sliould  be  niiide  a  subject  of  investigation  by  Congress?  I  ask  you  if  you  recall 
It  to  go  as  far  as  you  can  recall. 

Mr.  Godwin.  I  think  yon  said  that  to  me  on  two  or  three  occasions,  Mr. 
Redfield. 

Jlr.  Redfield.  For  the  purjiose  of  the  record,  to  clear  up  this  niiitter  with 
relation  to  Commissioner  Judson.  that  he  has  been  the  cnuse  of  making  this 
thing  public,  let  me  siiy  tliat  on  tlip  following  morning,  having  determined  that 
the  newspapers  were  Icept  silenced,  there  was  no  way  possible  in  which  the 
matter  could  be  sifted.  I  personally  sent  for  Col.  Judson.  It  was  at  my  instance 
tli-n  I  did  so,  without  request.  I  said  to  him,  in  substance,  that  I  thought 
the  truth,  whatever  it  was,  should  be  known ;  that,  since  tlie  papers  would 
liot  print  it.  I  knew  of  but  one  way  to  get  the  truth  knovsn.  Mr.  Burke,  of 
Pennsylvania,  hns  insisted  that  this  matter  be  made  the  subject  of  congressional 
Inquiry  on  at  least  two  occasions,  and  on  my  own  responsibility  I  brought  the 
jiiatter  before  the  chairman  of  this  committee,  at  the  request  of  no  man,  but 
because  publicity  was  forbidden  by  the  action  of  counsel  of  the  insurance  com- 
panies, who  threatened,  as  I  am  informed,  every  newspaper  in  W.isliiugton 
With  libel  if  the  statement  of  the  commissioners  was  printed. 

It  would  appear,  therefore,  that  the  only  hearing  these  companies  were  ever 
given  was  the  result  of  Jlr.  Redfleld's  view  that,  having  silenced  the  newspapers, 
some  means  should  be  afforded  whereby  the  public  press  could  safely  publisii 
concerning  these  companies  unprivileged  matter  which  it  had  declined  to  publish 
because  of  its  libelous  character,  and.  in  this  connection,  counsel  respectfully 
suggest  that  this  is  one  of  the  most  unique  uses  to  which  the  privilege  accorded 
by  law  to  Members  of  Congress  to  speak  unrestrainedly  on  the  floor  of  the 
House  concerning  public  measures  under  discussion  lias  ever  been  put  in  more 
than  the  century  that  the  House  of  Representatives  has  endured.  It  is  certainly 
hot  a  precedent  calculated  to  perpetuate  the  privilege  or  to  result  in  broadening 
Its  scope. 
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It  may  not  be  inappropriate  to  call  attention,  at  this  ixiinL,  to  the  fact  that 
the  privilege  given  by  the  law  to  the  legislative,  judicial,  and  executive  branches 
of  the  Government  Is  strictly  limited  in  the  case  of  the  first  mentioned  to  these 
debates  \\-hich  occur  upon  the  floor  of  the  House  of  Representatives  when  the 
Speaker  is  in  the  chair  and  the  House  is  in  formal  session.  Except  so  far  as 
a  Member  of  Congress  is  protected  by  this  exceptional  defense  from  the  ordinary 
resiJonsibility  which  attaches  to  the  publication  of  defamatory  statements,  which 
may  upon  Investigation  prove  to  be  untrue,  those  aggrieved  by  such  statement.s 
have  a  right  to  demand  from  the  courts  of  .iustice  of  the  country  that  an  equil 
measure  of  responsibility  shall  be  applied  to  Jlembers  of  Congress  as  well  as 
to  the  less  privileged  classes. 

Counsel  respectfully  submit  that  the  antecedent  connection  of  Mr.  Redfield, 
with  the  common  purpose  of  Lieut.  Col.  Judson  and  Jlr.  Stellwagen,  is  not 
within  his  privilege,  either  as  a  Jlember  of  Congress  nor  as  a  member  of  this 
committee,  and  that  they,  therefore,  constitute  a  just  ground  for  challenging 
Lis  right  to  sit  in  judgment  upon  the  conduct  of  these  comp  uiies. 

It  is  well  within  the  possibilities  that  Mr.  Kedfield  may  be  called  upon  to 
cast  a  deciding  vote  as  to  whether  this  committee  shall  find  or  not  find,  from 
the  evidence  adduced  before  it.  some  justification  for  the  libelous  attack  which 
Col.  Judson  and  his  associates  attempted  to  publish  through  the  columns  of  the 
local  press,  and  which  has  constituted  the  only  formal  charges  and  specifica- 
tions of  which  these  companies  were  ever  apprised  or  against  which  they 
were  called  upon  to  defend  themselves.  Under  these  circumstances,  and  with- 
out seeking  to  impugn  In  any  way  the  purity  of  the  motives  which  may  have 
actuated  Mr.  Redfield  in  originally  championing  their  cause,  is  not  the  im- 
propriety of  his  sitting  in  judgment  upon  his  own  conduct  too  manifest  to  re- 
quire further  argument? 

On  Friday,  December  13,  the  chairman  of  the  House  District  Committee  was 
handed  a  resolution,  drafted  by  Mr.  Redfield,  for  introduction  upon  the  floor  of 
the  House.  The  communication  accompanying  the  resolution  was  signed  by 
Commissioner  Johnston,  who  appears  throughout  to  have  been  a  mere  figure- 
head, the  communication  in  question  having  been  dictated  by  Lieut.  Col.  Judson 
and  the  concluding  sentence  having  been  written  by  Mr.  Redfield.  (Record,  pp. 
166,  167.)  Accompanying  this  communication  was  the  same  statement,  pre- 
pared by  Lieut.  Col.  Judson,  which  the  newspapers  had  declined  to  imblish  on 
the  11th  day  of  December  and  concerning  which  Mr.  Redfield  and  Jlr.  Earl 
Godwin,  of  the  Star,  had  discussed  this  subject  of  Congressional  privilege  imme- 
diately after  its  nonpublication. 

While  it  does  not  appear  upon  the  record,  Mr.  Redfield  will  not  forget  that 
on  Saturday,  the  14th,  Mr.  Dubois  and  Mr.  Carusi,  general  counsel  for  these 
companies,  met  him  in  the  office  of  Representative  Johnson  and  urged  upon  him 
very  strongly  the  impropriety  of  his  publishing  this  statement  upon  the  floor  of 
the  House  before  any  investigation  into  the  facts  concerning  these  companies, 
nor  his  expression  of  indignation  at  the  attempt  to  prevent  a  Member  of  Con- 
gress from  exercising  his  high  privilege  in  that  regard.  In  point  of  fact,  Mr. 
Redfield  seems  himself  to  have  recognized  toward  the  last  the  fact  that  these 
defendant  companies  had  some  right  to  be  heard  in  their  own  defense  before 
any  attack  upon  them,  whether  privileged  or  unprivileged,  should  be  published 
in  the  daily  press. 

THE    INVESTIGATION    ITSELF. 

During  the  course  of  the  investigation  almost  every  witness  called  by  the 
prosecution  was  stated  by  the  chairman  of  the  committee  as  having  been  called 
at  the  request  of  Mr.  Redfield.  The  examination  in  chief  of  these  witnesses  were 
conducted  by  Mr.  Redfield,  and,  as  the  record  will  abundantly  disclose,  much 
of  the  examination  consisted  of  leading  questions  of  an  argumentative  and 
hypothetical  nature  whith  had  for  their  purpose,  and  could  not  fail  to  extort 
from  the  witness,  replies  of  the  most  damaging  character  to  the  dofenilant  in- 
surance companies.  In  many  cases  hypothetical  questions  were  so  framed  as 
to  extract  from  such  witnesses  as  Bell,  Stellwagen,  Best,  and  Judson  admis- 
sions that  in  their  opinion  the  operations  of  these  companies  were  fraudulent, 
or  that  they  had  been  guilty  of  deceiving  the  public  (record,  p.  5:;:!),  and  nf 
false  pretenses  (record,  p.  456). 

So  fully  did  Mr.  Redfield  assume  the  raJe  of  prosecutor,  and  with  such  zeal, 
that  it  was  noticed  and  remarked  by  numerous  witnesses,  and  in  some  cases 
even  by  members  of  the  committee;  notably  Senator  Gallinger  in  the  course  of 
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his  testimony  referred  to  Mr.  Redfielcl  as  the  attorney  for  Col.  Judsou  (record, 
p.  448),  and  on  the  last  day  of  the  hearing  Representative  Berger,  of  the  com- 
mittee, assigned  Mr.  Redfleld  the  r61e  of  commonwealth's  attorney. 

It  is  respectfully  submitted  that  no  one  can  read  the  voUimino\is  record  In 
this  case,  much  less  could  anyone  have  attended  in  person  the  sessions  of  this 
committee,  without  being  impressed  with  the  fact  that  Mr.  Redfield  has  as- 
sumed the  task  of  making  good  before  the  committee  the  charges,  insinuations, 
innuendoes,  and  suspicions  which  had  been  voiced  in  the  first  days  of  the  com- 
mittee hearings  by  Messrs.  Judson  and  Stellwagen  and  their  associates  and 
abettors. 

For  inst.mce,  how  would  it  be  possible  for  Mr.  Redflelil  to  ,cive  that  weight 
to  the  testimony  of  Judge  Gould  to  which  in  the  mind  of  an  impartial  judge 
it  might  be  entitled  when  Judge  Gould's  connection  with  this  company  was  the 
subject  matter  of  certain  representations  by  Mr.  Redfield  to  Jlr.  Henry,  of 
the  Rules  Committee,  and  to  the  Speaker  of  the  House,  which,  as  Mr.  Henry  has 
testified,  constituted  one  of  the  principal  grounds  upon  which  this  investiga- 
tion was  ordered  at  all 

Under  these  circumstances,  and  without  in  any  way  desiring  to  trespass 
upon  Jlr.  Redfield's  privilege  as  a  Member  of  the  House  of  Representatives  or 
of  this  committee,  or  to  challenge  his  legal  right  to  report  to  the  House  of 
Representatives,  whose  agent  he  is  for  the  purpose  of  an  impartial  investiga- 
tion, that  he  has  made  good  the  charges  for  which  he  has  stood  sponsor,  it  is 
ag.iin  submitted,  for  Mr.  Redfield's  personal  consideration,  that  every  principle 
of  justice  and  fair  play  require  his  refusal  to  sit  in  judgment  upon  his  own 
liandiwork. 
■  Respectfully  submitted. 

Chakles  a.   Dox:iiL.\.s. 
Charles  F.  CAKUsr, 
'  Counsel  for  Insurance  Companies. 

Mr.  C^Risi.  I  am  going  to  ask  the  indulgence  of  the  committee  to 
lead  a>  a  part  of  mj'  argument  a  letter  which  I  wrote  on  the  30th  day 
of  July.  1012,  to  the  president  of  the  Association  of  State  Superin- 
tendents of  Insurance,  and  copies  of  which  were  sent  to  all  of  the 
insurance  departments.  This  letter  is  in  the  nature  of  an  argument 
which  ha^  ajiplication  to  the  insurance  situation  generally  and  some 
l);\rticular  application  to  the  history  and  organization  of  these  two 
companies,  although  they  are  not  mentioned  by  name  in  the  letter. 
I  did  not  offer  this  letter  as  evidence,  because  it  is  not  in  any  sense 
evidence,  but  is  an  argument. 

JrLY  30,  1912. 

HoU.    FRAXK    L.    II.VKDISON. 

rrisidciit  Assiiciatidii  of  Hidic  Siiiici  iiilcn^ciits  of  Insurance, 

Stotehouse,  Boston,  Mass. 

Dear  .'-;i:;:  The  following  commmiicatinn  to  your  association,  through  you  as 
its  newly  elected  president,  is  suggested  by  the  press  report  that  your  asso- 
ciation oonteiujilates  a  request  to  the  Federal  (5ovennuent  for  its  cooperation 
in  the  imiMHtant  work  of  securing  data  that  will  be  of  value  to  your  constitu- 
ents, the  insuring  public. 

About  a  year  ai-'o  my  attention  was  directed  to  certain  proposed  legislation  by 
(.'ongress  which,  it  was  thought,  might  prove  of  material  benefit  to  the  insuring 
public  of  the  District  of  Columbia.  Among  others,  there  was  ;i  bill  introduced 
jjy  Representative  Ames,  of  your  State.  As  you  perhaps  know,  and  as.  Indeed, 
I  had  the  honor  of  e.xplaining  to  you  at  my  recent  Interview  at  your  oflSce  in 
I'.oston.  I  am  professionally,  financially,  an.l  as  a  matter  of  civic  pride  inter- 
ested in  the  development  of  the  District  of  Columbia  as  a  center  of  insurance 
activity.  One  of  the  plans  under  consideration  for  the  betterment  of  local 
insurance  conditions  has  been  that  of  attempting  to  secure  the  transformation 
of  the  local  insurance  department  into  a  bureau  of  the  Treasury. 

As  you  may  know,  the  Comptroller  of  the  Currency  has  in  the  District  of 
( 'olumbia  equal  supervisory  jurisdiction  over  trust  companies,  savings  banks, 
etc.,  here  that  he  has  over  the  national  banks,  the  fact  that  such  financial 
institutions  are  doing  business  in  this  Federal  territory  giving  the  Government 
the  right  to  regulate  their  affairs  and  impose  terms.    The  great  advantage  that 
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would  accrue  by  a  similar  extension  of  supervisory  power  on  the  part  of  a,  new 
bureau  of  tbe  Treasury  to  insurance  comi)anies  doing  business  in  this  District 
would  be  a  partial  standardization  of  all  companies  enjoying  a  Federal  license 
and  so  great  a  prestige  to  such  companies  as  would  result  in  the  voluntary, 
application  of  outside  companies  for  that  priiilege,  thus  ultimately  securing  to 
the  public  generally  of  the  country  those  benefits  of  unrestrained  competition 
which  the  individual  States  have  shown  then)selves  powerless  to  preserve. 

One  of  the  principal  objections,  at  least  from  my  standpoint  and  that  of  my 
friends  and  associates,  to  this  plan  was  that  even  with  the  effect;ive  help 
promised  by  our  friends  it  would  be  difficult  to  secure  the  enactment  of  the 
appropriate  legislation  in  face  of  the  opposition  that  it  would  not  unliliely 
provoke. 

It  has  occurred  to  me  that  this  anticipated  opposition  could  best  be  fore- 
stalled by  arousing  national  interest  in  favor  of  indirect  Government  super- 
vision. To  this  end  in  turn  experience  has  shown  the  effectiveness  of  a  Federal 
investigation  either  by  the  legislative  or  administrative  branch  of  the  (Jovern- 
ment. 

That  sufficient  gi'ounds  exist  for  such  an  investigation  can  hardly  he 
doubted. 

As  the  result  of  the  experience  of  two  local  companies  in  which  I  am  inter- 
ested, I  have  caused  an  Investigation  to  be  made,  the  result  of  which  leads  me 
to  believe  that  there  exists,  in  the  fixe  insurance  world,  at  least,  a  situation 
vitally  affecting  the  interests  of  the  insuring  public  of  the  United  States  gen- 
erally. This  fact.  If  more  fully  developed  by  a  Federal  in\estigation.  would 
consolidate  the  forces  In  favor  of  a  strong  Federal  bureau  having  direct  juris- 
diction over  companies  doing  business  in  this  District.  By  cooperating  with 
your  association,  or  the  individual  State  insurance  departments,  a  great  reform 
mght  be  accomplished  by  shaping  State  legislation  uniformly  in  the  sole  inter- 
est of  the  Insuring  public  rather  than  in  the  interest  of  a  few  dominant  English 
and  American  companies  of  great  wealth  which  are  generally  credited  with  be- 
ing the  sole  beneficiaries  of  existing  conditions. 

Speaking  in  the  broadest  terms  only,  the  abuses  demanding  investigation  and 
reform,  and  which  together  prove  an  effective  barrier  to  competition,  may  be 
classified  as  to  their  manner  of  operation  as  follows : 

(a)  As  tending  to  eliminate  the  small  company. 

(6)  As  tending  to  Impede  the  organization  of  large  companies. 

(c)  As  tending  directly  to  prevent  competition  between  existing  large  com- 
panies. That  these  abuses  are  accomplished  and  fostered  under  State  laws 
ostensibly  passed  In  the  public  Interest  should  fall  to  protect  them  from  an  en- 
lightened public  opinion. 

You  will  readily  understand  that  in  addressing  you  this  communication  I 
am  not  assuming  the  rOle  of  a  public  prpsecutor,  nor  posing  as  an  expert  upon 
this  subject,  much  less  is  it  my  purpose  to  trespass  upon  your  time  with  detailed 
specifications  in  support  of  my  conviction  that  these  abuses  are  real  As  you 
will  observe  from  a  later  portion  of  this  letter,  my  purpose  Is  merely  to  seek 
to  put  into  operation  the  inquisitorial  powers  of  the  Federal  Government  which 
m  following  the  clues  which  are  at  hand  and  will  be  furnished,  and  having  at 
Its  disposal  the  privilege  of  subpoenaing  witnesses  and  securing  the  fullest  infor- 
mation, can  not  fail  to  bring  about  needed  reforms  which  will  again  give  the 
msuring  public  the  benefits  of  ordinary  and  legitimate  competition 

As  such  a  proceeding  would  be  not  a  trial  of  charges  against  anyone  or  any 
company,  but  simply  an  investigation  attended  by  the  publicity  which  can  hurt 
no  one  but  those  who  should  be  hurt,  I  invoke  the  approval  and  cooperation  of 
your  association  in  this  enterprise.  ^.^upeidiiou  oi 

To  develop  a  little  more  fully  the  points  included  in  my  summary  I  will 
dwell  for  a  moment  upon  that  first  mentioned.  aummaiy,  i  win 

•  T^l  i;einsurance  reserve  requirement,  as  ostensibly,  and  perhaps  honestlv 
intended  to  protect  the  public,  upon  analysis  proves  calcufated  of  Itself  to 
permit  a  fire  insurance  trust  in  this  country  for  the  benefit  of  a  few  English 
and  American  companies,  even  assuming  that  such  a  trust  does  not  novv^  exist 
.lVrHr/'."^^"'°'"'J*  is  largely  a  matter  of  bookkeeping!  as  Umust  be 
admitted  that  It  does  not  add  a  dollar  to  the  total  assets  of  the  company  m-iin 
tammg  it,  and  affords  no  more  protection  to  the  public  than  any  Xr  portion 
of  the  company's  total  assets.    The  provisions  of  law  against  an  imnairmont  of 

sufficfinrjr "^/'''•=*'^"  '"  ^^T"'^  *^«  malntenanfe  at  all  time"? of  a  f und 
sufficient  to  provide  reinsurance  of  a  company  In  trouble.     There  is  just  one 
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feature  of  the  i-emsniauce  reserve  provision  whicb  is  of  benefit,  that  is,  that  it 
automatically  limits  the  total  amount  of  risk  that  may  be  assumed  by  any  com- 
pany. This  \v;is  undoubtedly  the  feature  that  was  used  to  secure  the  enact- 
ment of  the  unnecessarily  high  reinsurance  reserve  requirements  in  certain 
Statps.  The  inherent  evil  of  this  legislation  Is  that  it  constitutes  the  most 
effective  means  to  deprive  the  public  of  the  competition  of  smaller  companies, 
to  prevent  the  growth  of  smaller  companies,  and  to  force  the  smaller  companies 
to  take  over  the  least  desirable  form  of  business,  and  ultimately  go  out  of  busi- 
ness altogether.  The  European  companies  maintain  a  40  per  cent  reserve  on 
all  classes  of  business.  It  is  Immaterial  to  inquire  too  closely  as  to  why  a 
maximum  of  90  per  cent  must  be  maintained  by  American  companies  upon 
admittedly  the  best  class  of  risks  and  proportionately  less  as  the  risks  are  less 
desirable  and  the  probable  liability  of  the  company  greater.  If  the  result  of 
these  remarkable  laws  is  to  crush  out  the  competition  of  the  small  company  for 
the  benefit  of  a  confederated  group  of  large  foreign  and  American  companies, 
the  tree  must  be  .iudged  by  its  fruit. 

As  an  insurance  expert,  you  would  perhaps  resent,  rather  than  appreciate, 
any  further  elucidation  of  this  subject.  The  anomalous  condition,  however, 
under  which  the  smaller  companies  are  deprived  of  the  opportunity  to  write 
preferred  term  business  with  its  lower  loss  risk,  and  is  compelled  to  write  the 
short  term  and  u)ore  hazardous  business,  and  all  In  the  interest  of  the  insur- 
ing public.  Is  one  undoubtedly  deserving  of  the  best  thought  of  your  association 
and  its  hearty  cooperation  with  any  movement  looking  to  its  reform. 

Again,  it  can  scarcely  admit  of  controversy  that  the  insuring  public  Is  inter- 
ested in  the  existence  of  as  many  large  companies  as  the  investing  public  of  the 
country  may  be  willing  to  organize.  I  take  it  to  be  axiomatic  that  neither  the 
insuring  public  nor  those  having  their  interests  in  charge  are  especially  inter- 
ested in  the  extent  of  the  profits  which  may  or  may  not  be  made  by  the  compara- 
tively small  class  of  investors  who  invest  in  the  stock  of  fire  insurance  compa- 
nies, either  those  now  in  existence  or  which  may  be  in  the  process  of  organiza- 
tion. To  suppose  otherwise  would  imply  a  want  of  sense  of  proportion  unlikely 
to  be  found  among  the  well  informed.  And  yet  the  difficulties  in  the  way  of  suc- 
•'essful  organization  of  a  new  company,  or  the  strengthening  of  an  old  company 
by  increase  in  its  capitalization  and  surplus,  rendered  necessary  by  the  reln- 
surani-c  reserve  lequirement,  have  recently  been  brought  to  my  attention,  and 
have  tended  lo  ((invince  me  that  the  same  carefully  organized  forces  are  at 
work  to  prevent  large  companies  from  being  organized  that  have  succeeded  so 
well,  with  the  aid  of  the  extraordinary  laws  just  mentioned,  in  stifiing  the  com- 
petition of  smaller  companies.  Take,  for  example,  a  company  of  $1,000,000  capi- 
tal and  $1,000,000  surplus.  There  are  but  two  ways  of  organizing  It — one  by  the 
subscription  in  cash  of,  let  us  say,  by  way  of  illustration,  a  quarter  of  a  million 
dollars  apiece  by  eight  persons;  the  other  by  an  appeal  to  the  small  investor. 
The  former  mode  of  organization  is  permitted,  perhaps  for  the  reason  that  it  is 
supremely  unlikely  to  occur.  The  other  mode  of  organization,  which  might 
result  in  a  strong  and  well-managed  company  entering  the  field  of  competition, 
is  to  be  permitted  provided  its  organization  can  be  accomplished  under  impos- 
sible conditions. 

For  instance,  your  own  association,  which,  be  it  understood,  I  am  not 
criticising,,  was  in  some  manner  induced  to  go  upon  record  upon  a  subject  in 
which  the  insuring  public  could  have  no  possible  interest,  to  wit,  the  cost  of 
securing  capital,  and  to  express  an  opinion  which  was  certainly  not  based  upon 
any  data  furnished  by  experience,  and  which,  if  effective  or  of  any  legal 
validity,  would  mean  the  elimination  of  competitive  companies  organized  by 
opening  the  fire-insurance  biisiness  to  the  small  Investor.  I  refer,  of  course,  to 
the  ruling  or  resolution  that  5  per  cent  of  subscriptions  was  a  maximum  that 
should  be  used  for  organization  purposes. 

One  of  the  comiianies  with  which  I  have  been  professionally  connected,  and 
which,  in  spite  of  the  most  systematic  opposition,  has  already  achieved  bril- 
liant success  in  organizing  at  what  will  prove  to  be  an  expense  ratio  of  about 
12J  or  13  per  cent,  has  demonstrated  to  my  mind  that  an  expense  ratio  of  less 
than  this  amount,  for  a  company  organized  by  a  popular  subscription,  could 
not  have  been  seriously  considered.  Of  course,  I  do  not  intimate  that  anybody 
was  responsible  for  this  ruling,  but  it  is  proving  one  of  the  factors  which,  skill 
fully  welded  together  by  those  interested  in  pi^eventing  competition,  have  use<1 
to  some  advantage,  as  has  also  been  the  case  with  the  isolated  action  here  and 
there  of  a  State  insurance  department  in  refusing  to  license  a  company  because 
it  was  increasing  its  capital  stock,  quite  overlooking  the  fact  that  every  dollar 
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added  to  its  capital  was  a  dollar  of  additional  security  to  the  insuring 
public,  and  that  the  admission  of  the  company  to  a  particular  State  would 
mean  an  additional  factor  iu  competition,  with  the  resultant  benefit  to  the  in- 
suring public  of  that  particular  State. 

I  may  quite  incidentally  mention  that  in  one  case  a  company  was  notified 
that  it  would  be  admitted  by  the  reiiresentative  of  the  department  who  exam- 
ined its  condition,  and  then,  as  the  result  of  a  sudden  and  mysterious  change  of 
attitude,  received  its  first  notice  through  a  portion  of  the  insurance  press  that 
admission  had  been  denied  for  re-asons  which  reflected  upon  the  character  of 
some  of  the  most  prominent  citissens  at  the  Xation's  Capital  who  were  directing 
the  company's  fortunes. 

P.y  an  easy  transition  this  leads  uie  to  another  set  of  facts  which  tend  to 
show  an  organized  opposition  to  companies  liliely  to  become  serious  competitors, 
I  refer  to  tlie  systematic  campaign  of  defamation  through  the  medium  of  so- 
called  reporting  agencies  and  a  portion  of  the  insurance  press.  This  defama- 
tion takes  on  a  widely  varied  character,  from  the  stately  indignation  of  alleged 
experts  on  the  subjects  of  insurance  against  attenijits  to  deceive  the  public  into 
believing  that  the  fire  insurance  business  is  profitable  to  the  coarsest  abuse 
from  the  niore  disreputable  of  this  portion  of  the  insurance  press. 

This  would  not  be  of  suflicient  importance  to  justify  any  reference  to  it  Ln 
this  letter,  except  that  the  resentment  at  the  publication  of  tables  of  earnings 
of  the  large  companies  carries  these  journals  to  the  extreme  of  publishing  tables 
to  show  that  the  fire  insurance  business  is  unprofitable  for  all  companies  alike, 
and  this  is  sought  to  be  proved  by  publishing  the  misfortunes  of  the  small  com- 
panies, which  are  being  driven  out  of  business  by  excessive  and  partisan  rein- 
surance requirements  and  opposition  to  increasing  their  capital  and  surplus  to 
meet  them,  and,  worse  still,  by  the  publication  of  similar  data  emanating  from 
official  sources  and  tending  to  create  the  same  impression. 

Of  course,  it  is  not  my  purpose  to  enlarge  upon  this  evidence  of  conspiracy 
to  prevent  competition,  as  evidence  upon  such  a  point  consists,  necessarily,  of  a 
multitude  of  detail  such  as  can  undoubtedly  be  secured  by  the  investigating 
authorities,  should  they  deem  it  relevant  to  the  investigation. 

The  third  fact  mentioned  in  my  summary  has  relation  particularly  to  the 
antidiscrimination  laws  which  some  of  the  States  are  to  be  asked  to  enact. 
When  I  first  heard  of  these  laws  I  shared  the  general  opinion,  from  their  title, 
that  their  purpose  was  to  protect  the  insuring  public  against  one  company 
preferring  some  citizens  of  the  State  to  others  in  the  matter  of  rates,  and  thus 
protecting  individual  citizens  from  discrimination  by  any  particular  company. 
I  have  been  amazed  to  learn  that,  on  the  contrary,  these  laws,  as  a  class,  are 
designed  to  protect  certain  of  the  companies  from  any  discrimination  In  favor 
of  the  citizens  by  other  companies  willing  to  take  the  same  risk  for  a  smaller 
premium. 

Tou,  of  course,  understand  that  in  dictating  this  letter  space  forbids  any 
attempt  at  an  analysis  of  the  insurance  laws  of  the  different  States  or  the  man- 
ner in  which  the  passage  of  some  of  them  has  been  secured.  I  do  think, 
however,  that  I  have  outlined  the  probable  scope  of  a  Federal  investigation 
which  will  have  the  happy  result  of  either  dissipating  the  growing  public  dis- 
content, should  it  prove  unfounded,  or  of  bringing  about  needed  reforms.  In 
this  movement  your  association  can  and  should  take  a  leading  part,  and  it  will 
be  very  helpful  to  me  at  the  time  the  matter  is  offered  for  consideration  at 
the  next  session  of  Congress  if  I  have  before  me  some  expression  of  approval 
of  the  investigation,  some  suggestions  as  to  it  scope  and  as  to  the  reforms 
needed,  contributed  by  it.  This  Is  a  time,  as  you  know,  when  the  Federal 
Government  Is  devoting  more  of  its  activities  than  ever  before  to  the  protec- 
tion of  the  public ;  and  while  the  decision  of  the  Supreme  Court  of  the  T'nited 
^  States  that  insurance  Is  not  interstate  commerce  has  hitherto  protected  this 
class  of  business  from  Federal  Investigation  and  supervision,  I  think  that  that 
object  can  be  obtained  in  the  manner  that  I  have  Indicated  In  the  earlier 
portion  of  this  letter,  or,  if  not,  in  some  manner  that  those  more  familiar  with 
these  constitutional  questions  and  matters  of  Federal  procedure  than  I  am 
may  decide  upon. 

I  have  the  honor  to  remain,  yours,  very  respectfully, 

Charles  F.  Carusi. 

Mr.  EEDriELD.  Mr.  Carusi,  was  your  signature  attached  to  that? 
Mr.  Caetjsi.  Yes ;  my  signature  was  printed. 


2014  INVESTIGATION   OF  INSUBANOE   COMPANIES. 

Mr.  Eedfield.  I  notice  that  in  some  parts  of  the  record  your  signa- 
ture is  omitted. 

Mr.  CARnsi.  That,  T  think,  was  in  cases  where  carbons  were  ottered. 

I  propose,  gentlemen,  in  what  I  shall  have  to  say  this  morning  to 
try  to  confine  myself  verj'  strictly  to  the  matters  of  fact  that  have 
been  brought  out  by  competent  and  relevant  testimony  in  this  hear- 
ing. As  there  is  an  enormous  mass  of  testimony,  it  will  probably 
be  impossible  for  me  to  refer  as  I  go  along  to  the  page,  as  this  argu- 
ment precedes  the  printing  of  our  brief,  in  which  these  references 
are  made,  \\lien  the  brief  is  printed,  you  will  find,  I  think,  that 
every  statement  of  fact  made  in  it  has  after  it  a  citation  of  the  page 
of  the  printed  record  where  the  evidence  is  to  be  found  upon  which 
the  statements  are  based. 

One  of  the  very  remarkable  things  about  the  inxestigation  of  these 
companies,  and  I  think  there  are  several  remarkable  things  in  that 
c;)imection,  is  that  as  to  these  two  fire  insurance  companies  which  are 
doing  business  here  in  the  District  of  Columbia,  with  a  constitu- 
ency of  some  6,000  stockholders,  no  complaint  has  come  from  any 
stockholder  of  the  companies  as  to  any  feature  of  the  management 
of  the  companies.  Writing  a  fairly  large  volume  of  business,  as  one 
of  them  was  doin^-.  no  single  complaint  was  made  by  any  policyholder 
that  his  loss  had  not  been  paid,  or  that  there  had  been  delay  and 
quibbling  as  to  whether  it  should  be  paid,  and  paid  fairly,  honor- 
ably, and  promptly. 

So  that  two  classes  of  persons,  especially  interested  in  these  fire 
insurance  companies,  were  not  heard  complaining  about  these  com- 
panies. 

Nor  was  there  any  complaint  by  any  official  charged  with  the  ad- 
ministration of  the  law  that  these  companies,  or  either  of  them,  had 
trespassed  in  any  way  upon  any  law  upon  the  statute  books  in  this 
District. 

Notwithstanding  those  facts,  a  sudden  onslaught  was  made  upon  the 
companies.  And  the  other  remarkable  feature  in  connection  with 
the  investigation  was  that  the  onslaught  which  was  made,  or  was 
originally  attempted  to  be  made,  was  through  the  public  press,  and 
it  was  to  be  made  without  these  companies  being  given  a  day  or  an 
hour  in  court  to  be  heard  to  explain  anything  that  might  have  seemed 
to  be  irregular  or  improper. 

But  a  statement  for  publication  was  prepared.  It  was  adopted  in 
board  session,  whatever  that  may  mean,  probably  with  a  view  to 
giving  it  some  apparent  official  or  privileged  character. 

Mr.  JoHNso?*^.  In  board  session  of  what? 

Mr.  Carusi.  Board  session  of  the  Commissioners  of  the  District  of 
Columbia.  Then  it  was  sought  to  have  the  carefully  prepared  state- 
ment so  adopted  in  board  session  and  without  the  slightest  oppor- 
tunity on  the  part  of  these  companies  to  be  heard,  although  they  had 
formally  requested  that  which  they  had  a  perfect  legal  right  to  de- 
mand, an  investigation  by  the  District  Commissioners  before  any 
action  should  be  taken,  given  to  the  public  press.  But  such  an  inves- 
tigation was  denied  to  them,  and  the  attempt  was  made  to  have  the 
press  of  this  city  strike  down  these  companies  in  sucli  a  way  that 
whatever  a  subsequent  investigation  might  have  developed  to  be  the 
real  facts,  they  would  have  been  prostrate  forever. 
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Anyone  Avitli  the  slightest  familiarity  with  financial  institutions 
and  the  extent  to  which  they  depend  for  their  continuation  upon  tlie 
confidence  of  the  public,  knows  that  had  these  papers  of  Washington 
printed  those  statements  with  the  apparent  official  stamp  upon  them, 
that  these  companies  would  have  been  irretrievably  ruined.  Those 
things  would  have  been  published  throughout  the  length  and  breadth 
of  the  United  States.  These  6,000  stockholders  might  have  found 
something  left,  but  the  officers  and  directors  of  these  companies  who 
have  given  up  an  enormous  amount  of  time  and  energy  in  trying  to 
make  a  success  out  of  them  would  have  been  overwhelmed  with  pub- 
lic distrust,  and  the  people  of  Washington  who  were  getting  cheaper 
insurance  from  perfectly  solvent  companies,  that  were  paying  their 
losses  honorably  and  promptly,  would  have  been  deprived  of  the  ben- 
efit of  the  competition  which  those  companies  gave. 

I  submit  that  that  is  one  of  the  most  remarkable  occurrences  that 
can  be  pointed  to  in  this  country.  Such  a  thing  I  do  not  believe 
could  have  occurred  in  Moscow  or  St.  Petersburg,  or  in  Berlin,  under 
the  shadow  of  military  garrisons  that  support, that  Government.  It 
could  not  have  occurred  in  New-  York  or  St.  Louis  or  any  city  in  this 
country.  A  thing  of  that  kind  could  only  be  planned,  and  almost 
carried  out,  in  the  capital  of  the  United  States.  And  the  reason  of 
it  is  not  hard  to  see.  It  is  a  most  striking  illustration  of  wliat  a 
military  despotism  means  to  the  people  who  have  to  live  under  it. 

An  Army  officer  who  has  no  interest  of  a  personal  character  with 
the  people  of  this  District,  comes  from  some  distant  post  to  stay  here 
a  few  years,  and  then  to'be  sent  to  some  other  distant  post,  is  an 
unlimited  monarch.  He  has  no  acquaintance  with  the  people;  he 
has  no  knowledge  of  the  District  or  its  needs,  but  he  is  able  to  impose 
his  will  to  such  a  point  that  when  I  use  the  expression  "  military 
despotism,"  I  use  it  advisedly. 

Because  we  may  have  had  benevolent  despots  at  times  is  no  more 
reason  for  the  perpetuation  of  such  a  system  of  local  self-government 
than  would  be  a  benevolent  king  upon  a  throne  an  argument  for 
changing  our  form  of  government  into  that  of  an  absolute  monarchy. 

The  otfense  of  these  companies  was  the  remarkable  one  of  success. 
I  have  heard  of  companies  being  investigated  that  failed.  It  is  a 
very  common  thing  when  a  wreck  occurs  to  have  an  investigation  to 
find  out  who  is  to  blame,  who  has  been  careless  or  negligent  or  crim- 
inal. But  to  be  -subjected  to  an  investigation  involving  a  great  ex- 
pense upon  these  companies  and  an  injury  through  publicity,  to  which 
I  will  advert  a  little  more  fully  in  a  few  moments — ^I  say  to  be  sub- 
jected to  that  sort  of  thing  because  you  succeed,  is  the  most  anoma- 
lous thing  I  have  ever  heard  of  in  my  life. 

Let  us  take  this  First  A'^ational  Fire  Insurance  Co.  I  take  that 
first  because  it  is  the  newer  company  and  there  are  fewer  facts  about 
which  there  could  be  any  dispute. 

A  group  of  gentlemen  in  the  early  part  of  1912  undertook  to  or- 
ganize a  fire  insurance  company  which  I  believe  it  will  be  conceded 
they  had  a  right  to  do,  both  a  legal  and  a  moral  right.  They  had 
their  own  reasons  for  doing  it,  and  they  were  not  hard  to  ascertain. 
Banks  want  companies  here  that  carry  balances,  and  lawyers  want 
clients,  even  if  they  have  to  assist  sometimes  in  building  the  clients 
up  for  themselves.    Gentlemen  sometimes  are  glad  to  be  made  presi- 
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dents  or  vice  presidents  of  companies  that  give  them  an  opportunity 
to  employ  some  of  their  leisure,  and  that  pay  them  some  reasonable 
return  for  the  time  they  devote  to  it. 

These  gentlement  in  the  early  part  of  1912  agreed  together  that 
they  would  try  to  organize  a  million-dollar  fire  insurance  company, 
with  a  million  dollars  capital  and  a  million  dollars  surplus,  less  what- 
ever it  might  cost  to  raise  those  $'2,000,000. 

They  were  all  impi-essed  with  the  fact  that  to  build  a  smaller  com- 
pany than  a  million-dollar  company  Avas  flying  right  in  the  face  of 
the  conditions  I  outlined  in  the  letter  which  I  read  to  the  committee. 

It  had  to  lie  a  million-dollar  company  at  least  or  it  was  not  eco- 
nomically justified.  That  is  to  say,  they  had  no  right  to  attempt  to 
organize  a  smaller  company  predestined  from  its  birth  to  failure. 
The  first  thing  that  they  did  was  to  devise  some  means  of  raising 
$2,000,000.  Those  eight  gentlemen  were  not  prepared  to  put  a  quar- 
ter of  a  million  dollars  apiece  in  the  company.  The  only  other  way 
(if  raising  that  money  to  bidld  a  big  fire  insurance  company  here  in 
Wiisliington  was  to  appeal  to  the  general  public.  To  that  end  per- 
sons believed  by  this  group  of  gentlemen  to  be  comjjetent  to  do  that 
tiling  were  employed  to  do  it.  They  were  employed  to  do  it  upon 
a  basis  of  expense  that  they  knew  was  the  expense  which  practically 
all  or  a  large  jnoportion  of  the  other  companies  which  had  been 
(u-ganized  in  other  parts  of  this  country  had  been  obliged  to  pay. 
and  they  told  the  prospective  stockholder  what  the  maximum  was 
that  it  might  cost. 

-Vnd  the  prospective  stockholder,  as  is  in  evidence,  was  a  lawyer 
(!)■  a  banker  or  a  business  man  rated  from  $5,000  to  $100,000  in  one 
(i1  the  mercantile  agencies.  That  was  the  class  of  persons  to  whom 
this  invitation,  if  you  please,  to  become  a  stockholder  in  this  com- 
pany was  exteiuletl. 

I  shall  have  something  to  say  in  a  few  moments  about  the  litera- 
ture. At  the  present  moment  1  simply  wish  to  emphasize  the  facts 
that  results  have  shown  and  verified  by  the  statements  of  all  these 
exjierts  and  accountants.  They  have  the  figures  there,  and  they  all 
agree  substantially  as  to  the  expense  of  the  organization  of  this  com- 
pany. 

T  am  still  talking  about  the  First  Xational,  and  I  am  going  to  talk 
fibout  that  exclusively  until  I  come  to  the  Commercial.  The  expense 
of  organizing  that  company  was  14  per  cent  or  thereabouts,  instead 
of  20,  a  very  much  lower  expense  than  that  of  a  very  large  nimiber 
of  companies  that  are  referred  to  in  the  testimony,  companies  organ- 
ized in  diilerent  States.  I  think  one  company  organized  in  Iowa 
was  among  the  list  and  one  or  two  in  Kentucky,  and  numbers  of  them 
in  the  South  and  the  West,  where  for  the  most  part  the  organization 
of  these  companies  by  popular  subscription  has  taken  place.  They 
do  not  seem  to  be  organized  in  that  way  in  the  Xew  England  States. 

Only  14  per  cent  was  spent,  and  I  have  said  it  was  much  less  than 
iho.se  who  undertook  to  raise  this  capital  estimated  it  might  take 
and  told  the  prospective  investor  that  it  might  take. 

It  is  true  that  that  14  per  cent  includes  li  per  cent  to  the  people 
who  undertook  to  do  this  great  big  job.  and  who  did  it.  That  woidd 
not  have  been  considered  excessive  if  it  had  been  looked  at  from  a 
mere  matter  of  percentage.  Xobody  can  say  that  7^  per  cent  is  a 
large  commission  to  pay  persons  who  will  assemble  two  millions  of 


IlSrVESTIGATION    OF   INSUEANCE   COMPANIES.  2017 

dollars.  Some  of  you  gentlemen  may  know  that  you  would  be  very 
lucky  to  get  any  of  the  big  bond  houses  of  New  York  City  to  finance 
any  sort  of  a  proposition  for  you  for  any  such  figure.  If  you  were 
able  to  give  them  gilt  edge  first-mortgage  bonds  on  your  plant,  you 
will  find  that  they  have  got  to  have  not  less  than  7^  per  cent  or  per- 
haps more  for  underwriting  your  bond  issue  and  simply  distribut- 
ing your  bonds  among  their  clientele. 

Of  course,  7^  per  cent  of  a  large  amount  of  money  made  in  a  very 
short  time  has  a  very  different  appearance  from  7^  per  cent  of  a 
smaller  amount  of  money  spread  over  a  long  period  of  time. 

Suppose  it  had  taken  4  or  5  years  of  constant  effort  in  order  to 
secure  this  capital.  Then  it  would  have  been  impossible  for  any- 
body to  have  made  the  suggestion,  "  Look  at  all  this  money  these 
people  made  in  a  short  time." 

I  am  reminded  of  a  verj^  brief  anecdote  which  I  think  is  per- 
missible because  it  is  so  directly  in  point  and  shows  the  fallacy  of 
that  sort  of  argument.  It  is  where  a  man  objected  to  paying  the 
dentist  a  dollar  for  pulling  his  tooth,  and  the  ground  he  assigned 
was  that  the  dentist  had  not  taken  but  a  minute  or  a  second  to^  jerk 
it  out,  and  it  had  not  hurt  him  at  all;  and  the  fellow  down  the  street 
had  only  charged  him  a  dollar,  and  had  dragged  him  all  around  the 
room. 

I  say  that  is  applicable  here.  If  these  stockholders  in  this  com- 
pany had  been  dragged  all  around  for  fi\e  years  for  $113,000,  or 
whatever  the  74^  per  cent  commission  amounted  to,  nobody  would 
have  thought  that  was  excessive  for  doing  a  job  poorly.  But  that 
much  money  for  doing  a  job  well  and  brilliantly  in  absolutely  un- 
paralleled brevity  of  time,  at  once  strikes  the  mind  as  being  exorbi- 
tant. 

I  submit  that  is  not  the  mode  of  reasoning  tha,t  business  men  can 
apply  to  a  situation  of  that  kind.  The  question  is.  quite  irrespective 
of  the  result  accomplished,  looking  at  it  from  the  point  of  view  of 
this  organization  committee  that  made  this  contract :  Is  7i  per  cent 
commission  a  fair  and  proper  commission?  If  it  is,  then  the  rest 
of  it  follows  simply  and  naturally  and  is  not  deserving  of  comment 
of  any  kind. 

The  First  National  Fire  Insurance  Co.  was  organized  through 
the  use  of  the  United  States  mails,  and  so  far  as  I  person- 
ally knoAv,  and  so  far  as  Mr.  Best,  I  think,  testified — and  perhaps 
some  others — this  is  the  first  large  fire  insurance  company  that  was 
ever  organized  or  ever  attempted  to  be  organized  in  that  manner. 

It  is  also  in  evidence  that  it  was  because  of  the  inherent  superiority 
of  that  method  of  accumulating  money  into  a  common  fund  that  it 
cost  about  14  per  cent  instead  of  20  per  cent,  which  was  the  maxi- 
mum, or  the  25  and  30  and  35  per  cent  that  it  had  cost  many  other 
companies  that  have  attempted  to  organize,  and  which  are  cited  in 
the  record  at-  various  points. 

The  literature  came  in  for  some  very  severe,  caustic,  sarcastic 
comment  from  JNIr.  Alfred  M.  Best  in  his  publication.  There  is  no 
doubt  of  course  that  that  literature  has  running  through  it  a  very 
strong  vein  of  optimism.  One  of  the  reasons  it  had  that  running 
through  it  is  because  the  people  that  wrote  it  felt  a  confidence  in 
their  proposition,  and  one  of  the  reasons  that  that  literature  was 
allowed  to  go  out  with  that  optimism  in  it  was  because  the  gentle- 
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men  connected  with  this  company  shared  the  same  confidence  in  the 
future  of  the  company  tliat  they  were  going  to  manage  if  these 
people  throughout  the  country  intrusted  them  with  their  money. 

So  much,  then,  for  the  optimism;  so  much  for  the  belief  that  if 
you  can  get  a  million-dollar  company  that  you  are  then  big  enough 
to  fight  Aour  way  against  any  opposition  that  may  be  thrown  in 
your  path. 

]Mr.  Best — and  I  refer  to  ^Ir.  Best  for  two  reasons,  the  first  is 
that  these  criticisms  were  made  specific  by  him,  the  second  reason 
is  that  if  ^Ir.  Best  overlooked  anything  in  that  literature  that  could 
by  any  po.ssibility  be  criticized,  he  departed  from  the  character  that 
bis  publication  has  long  enjoyed.  Mr.  Best  made  a  number  of  criti- 
cisms, and  1  took  them  up  with  him  on  his  cross-examination.  They 
were  very  remarkable  criticisms,  some  of  them,  and  you  gentlemen 
must  have  been  struck  Avith  them. 

One  was  the  criticism  of  the  publication  of  a  table  of  -li  Ameri- 
can fire  insurance  companies.  First  of  all,  why  were  •2-2  million- 
dollar  capitalized  companies  taken?  Obviously  because  there  were 
not  24  or  I'S  or  50;  there  were  but  '22.  Xot  one  was  omitted  in  that 
tabulation,  whatever  effect  its  fortunes  might  have  upon  the  general 
average. 

The  facts  were  not  denied  by  JNIr.  Best  or  by  anybody  else.  They 
were  taken  from  a  standard  jiublication.  All  ^fr.  Best  had  to  say 
was  that  a  particularly  profitable  year  had  been  selected,  intimating 
that  to  that  extent  there  had  been  an  attempt  to  deceive  the  public 
concerning  the  profit  of  these  particular  companies. 

Mr.  Fitch  testified — and  his  testimony  can  be  readily  corroborated 
bj-  anyone  with  a  lead  pencil,  a  piece  of  paper,  and  the  official  figures 
from  which  he  compiled  the  table — that  it  happened  the  year  used 
was  the  least  profitable  year  for  those  companies  of  four  years. 

I  do  not  mean  for  a  moment  to  say  it  was  selected  for  that  reason 
or  for  anv  reason,  except  that  the  table  was  being  compiled  in  the 
year  1910,  and  that  the  figures  for  1910  were  less  than  for  1908, 
1909,  and  1911  for  those  same  22  companies. 

Then  came  the  criticism  that  we  had  not  calculated  the  earnings 
of  those  companies  upon  the  amount  that  the  stockholders  had  in- 
vested or  at  stake  in  the  company,  which  was  not  an  absolutely  novel 
suggestion  to  me  when  ^Ir.  Best  first  inserted  it  in  his  paper,  because 
that  same  criticism  had  been  made  previously  by  the  New  York 
insurance  department  by  jSIr.  Senior  in  his  report  and  had  been 
heard  of  before. 

Some  gentlemen  seem  to  resent  in  the  keenest  way  that  these  com- 
panies should  have  the  bad  taste  to  publish  to  the  people  of  the 
United  States  what  those  companies  were  making  out  of  the  fire 
insurance  business.  We  did  not  do  that  to  hurt  these  companies  or 
because  it  might  embarrass  them  where  State  legislation  and  rate 
making  were  under  discussion.  We  did  it  because  it  was  an  argu- 
ment to  the  prospective  investor  that  "We  ofl:er  you  stock  in  a  mil- 
lion-dollar fire  insurance  company;  we  are  starting  a  mill  ion- dollar 
fire  insurance  company.  Here  is  what  all  the  existing  million-dollar 
fire  insurance  companies  made  in  this  particular  year " — a  very 
legitimate  form  of  argiunent,  and  to  mj'  mind  a  very  convincing 
argument  that  thei'e  is  money  in  the  fire  insurance  business  for  the 
stockholders. 
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It  was  then  suggested,  with  respect  to  that  table,  that  the  surplus 
of  the  company  ought  to  have  been  set  out  so  that  the  person  reading 
those  statements  could  see  that  those  big  earnings  had  not  been  en- 
tirely due  to  the  profit  on  each  particular  policy  during  that  year, 
but  had  been  due  to  the  income  on  the  large  sur])lus  that  had  been 
gathered. 

You  may  remember  that  Mr.  Best  admitted  to  me  that  it  would 
have  been  a  very  much  stronger  argument  for  us  if  we  had  adopted 
his  mode,  if  we  had  told  the  prospective  purchaser  not  only  that  this 
company  made  so  much  actual  money  in  1910 ;  but  you  will  observe 
that  much  of  the  money  it  made  was  the  interest  on  an  enormous 
fund  of  accumulated  earning-s  from  other  equally  profitable  years 
in  the  past.  ■ 

That  is  a  fair  sample  of  the  attacks  that  have  been  made  on  the 
literature  whenever  they  have  attempted  to  become  specific.  Of 
course,  as  long  as  they  are  simply  taking  any  pamphlet  or  any 
booklet  or  any  advertisement  and  approaching  it  in  a  spirit  of 
criticism  to  try  to  find  something  to  sneer  at  as  if  to  say,  of  an 
advertisement  bearing  the  legend,  for  instance,  "First-class  over- 
coats, $15,"  "Does  this  man  really  believe  that  these  are  first-class 
overcoats  that  he  is  advertising  for  $15  apiece?  "  or,  "  Is  not  that  an 
exaggeration  ?  "  they  can  find  fault.  But  the  business  could  not  be 
done  in  this  country  if  advertisements  and  advertising  literature  had 
to  be  written  in  the  form  of  obituary  notices,  and  had  to  start  out 
with  a  warning  not  to  believe  any  expression  of  opinion  that  was 
stated  in  the  advertisement. 

There  were  one  or  two  other  criticisms.  One  of  them  was  mildly 
characterized,  I  think,  as  being  discreditable,  which  had  to  do  with 
the  employment  of  the  words  "  trade  profit."  We  had  quite  a  dis- 
cussion as  to  what  trade  profit  was  in  an  insurance  company,  and 
Mr.  Best,  the  critic,  himself  admitted  we  had  used  the  word  exactly 
as  he  had  used  it  himself  in  his  own  publications. 

I  do  not  propose  to  take  up  every  one  of  these  things  in  detail, 
but  then  came  one  that  is  deserving  of  particular  attention  by  this 
committee,  because  Mr.  Best,  in  that  same  critical  issue,  struck  the 
triumphant  note  and  said,  "  Here ! "  as  much  as  to  say,  "At  last: 
Here  is  one  absolute  falsehood."  Other  things  had  been  suppressions 
of  truth.  We  had  not  put  the  surplus  of  these  22  million-dollar 
companies  into  the  table  that  had  been  compiled.  But  here  was,  I 
think  he  said,  a  discreditable  and  disreputable  untruth,  or  some-, 
thing  of  that  kind.    It  is  printed  in  the  record. 

Then  a  very  remarkable  thing  happened.  He  was  asked  to  read 
the  portion  of  the  booklet  which  he  said  contained  a  discreditable 
and  disreputable  untruth.  That  untruth  consisted  in  an  alleged 
statement  in  the  booklet  that  money  joaid  in  by  the  policy  holders, 
after  losses  were  paid  and  expenses  were  paid,  went  to  the  stock- 
holders; and  he  said  these  men  have  enough  experience  in  fire  in- 
surance business  to  know  that  is  an  untruth,  that  a  large  part  of  it 
goes  into  the  unearned  premium-reserve  fund,  and  then  Mr.  Best 
was  handed  that  booklet,  and  his  quotation  in  his  paper  charging  this 
literature  with  being  fraudulently  untrue  stopped  just  before  the 
conclusion  of  the  paragraph  which  expressly  mentioned  this  re- 
insurance reserve  fund  as  being  one  of  the  dispositions  that  was  made 
of  the  money  that  came  from  the  policy  holders.     Then  some  ex- 
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planation  was  offered  by  Mr.  Best;  I  have  forgotten  what  it  is;  it 
is  in  the  record.  Just  one  ftirther  word  about  that  literature :  That 
literature  was  written  bj^  a  man  who  has  acquired  a  reputation  for 
writing  that  kind  of  literature,  and  I  think  it  is  in  evidence  that  lie 
was  one  of  the  successful  organizers  of  the  Postal  Life  of  New  York, 
and  that  he  sold  securities  for  a  good  many  years  for  the  ^Vmerican 
Real  Estate  Co.,  one  of  the  largest  and  most  successful  popularly 
subscribed  companies  of  that  kind  in  the  United  States.  But  thpt 
literature  was  gone  over  by  the  members  of  the  organization  com- 
mittee of  the  First  National  Fire  Insurance  Co.  I  have  yet  to  hear 
any  man  who  was  willing  to  come  into  this  room  and  sit  down  at  that 
table  and  either  volunteer  or  say  in  response  to  a  question  that  tW 
men  who  composed  that  organization  committee  of  the  First  Na- 
tional Fire  Insurance  Co.  were  not  as  honorable  men,  of  as  high 
standing  and  as  good  reputation  as  there  are  in  the  District  of  Co- 
lumbia. Thejf  were  not  young  men  who  had  not  had  the  time  to 
make  their  reputations.  They  were  men,  some  of  them  of  a  dis- 
tinguished past,  and  all  of  them  of  the  very  highest  standing  in  this 
conmiunity.  They  were  men  of  diversified  professions  and  of  varying 
experience.  They  read  that  literature.  Their  honor  was  at  stake. 
if  that  literature  was  fraudulent  or  calculated  to  deceive  the  public 
or  intended  to  deceive  the  public. 

Does  anybody  suppose  that  Gen.  Wynne,  for  $208.33  a  month,  be- 
ginning on  the  1st  day  of  July,  1912,  was  ready  to  be  a  party  to  the 
dissemination  of  improper  literature  through  the  mails,  when  he 
had  himself  established  one  of  the  most  enviable  records  as  Post- 
master Ceneral  of  the  United  Slates  that  has  been  established  by 
anyone  in  a  long  series  of  years?  Do  you  suppose  that  Justice  Gould, 
for  the  trifling  sum  which  he  received,  and  notwithstanding  his  long 
experience  upon  the  bench,  and  knowing  the  esteem  in  which  he  is 
held  by  the  bar  here  and  by  the  public  of  this  community,  was  going 
to  allow  to  go  out  to  the  public  booklets  which  contained  misleading 
statements? 

Mr.  Best,  we  have  seen,  thought  some  of  them  were  misleading — 
or  at  least  JNIr.  Best  said  so,  and  he  may  have  thought  so — but  I  sub- 
mit that  these  gentlemen,  lawyers,  judges,  bankers,  looking  at  a  busi- 
ness proposition  from  those  varying  angles,  with  experience,  are  bet- 
ter judges  of  that  literature  than  Mr.  Best  could  possibly  be  or  than 
any  one  person  could  possibly  set  himself  up  to  be. 

That  literature  was  gone  over  carefully.  Particular  pains  were 
taken  with  it.  The  question  was  asked — I  do  not  know  with  what 
idea — why  it  should  have  been  gone  over  so  carefully.  It  is  veiy 
obvious  that  Avhere  a  campaign  is  to  be  conducted  through  the  United 
States  mail  and  these  things  are  to  be  sent  out  to  hundreds  of  thou- 
sands of  people  every  statement  shall  first  have  been  scrutinized  and 
examined  to  see  whether  it  will  bear  the  acid  test  or  not  before  it 
goes  out. 

I  want  to  say,  as  I  said  before,  there  is  no  stake  that  any  of  these 
"•entlemen  had  in  this  company  of  a  pecuniary  character  that  weighed 
one  particle  in  the  balance  with  their  reputations  which  jj^ears  of 
honorable  conduct  have  acquired  for  them. 

The  First  National  Fire  Insurance  Co.,  we  have  seen,  was  organ- 
ized successfully.  Very  near  $2,000,000  had  been  raised,  and  at  a 
relatively  low  cost,  and  the  company,  by  the  purchase  of  the  South- 
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ern  Building  at  an  opportune  time,  has  added  further  to  its  resouroes. 
It  was  in  a  flourishing,  successful  condition,  ready  to  be  a  progres- 
sive and  successful  competitor  in  the  field  of  fire  insurance.  The 
only  criticism  that  anyone  could  make  is  one  that  has  been  suggested 
here,  and  one  that  as  an  economic  proposition  is  perhaps  a  well- 
founded  one,  and  that  is  that  as  between  home  office  management 
and  general  agency  management  home  office  management  is  prefer- 
able. That,  however,  is  an  economic  question  about  which  persons 
more  familiar  with  the  fire  insurance  business  than  I  am  have  dif- 
fered and  may  well  continue  to  differ.  We  have  no  choice  ourselves 
about  that,  as  our  plans  contemplated  from  the  beginning  that  we 
would  use  the  general  agency  plan,  which  at  least  has  the  advantage 
of  jjutting  the  risk  during  the  earlier  years  upon  the  general  agent 
instead  of  upon  the  company.  We  had  no  competent  man  in  view 
who  for  any  salary,  whether  we  paid  him  the  salary  that  Henry 
Evans  is  said  to  get  in  Xew  York  of  $75,000  a  year,  or  any  otiier 
salary,  would  haA'e  undertaken  a  new  company  and  fought  its  battles 
through  a  series  of  years  in  order  to  build  it  up.  That  is  the  P^irst 
>>ational  Fire  Insurance  Co.  that  was  included  in  this  resolution  as 
one  of  the  comioanies  to  be  investigated.  Just  wliy  is  another  one 
of  those  remarkable  things.  As  Col.  Judson  stated — I  think  I  recall 
correctly — he  knew  nothing  about  or  against  the  First  National  Fire 
Insurance  Co.  His  diatribe  had  been  against  the  Commercial  Fire 
Insurance  Co. 

Mr.  Prot'ty.  Mr.  Carusi,  I  have  a  little  interest  in  trying  to  figure 
out  just  how  much  money  has  been  received  by  the  First  National 
Fire  Insurance  Co. 

Mr.  Cakusi.  I  can  tell  you  how  much  has  been  subscribed.  Just 
how  much  of  what  has  been  subscribed  has  been  paid  in  I  could  not 
tell  vou  offhand,  but  I  can  furnish  vou  those  figures.  $1,760,000  or 
$1,770,000  has  been  subscribed. 

Mr.  Peouty.  How  much  of  this  has  been  paid  over  to  Tuttle, 
Wightman  &  Dudley^ 

Mr.  Caeusi.  They  have  received  7^  per  cent  of  all  that  has  been 
subscribed. 

Mr.  Peouty.  I  mean  expense  and  all.     Have  you  got  the  figures? 

Mr.  Caeusi.  No;  I  have  not.  They  are  in  the  record;  but,  you  see, 
I  am  arguing  this  morning  without  the  brief,  which  is  not  yet  printed, 
and  therefore  I  have  not  attempted  to  state  the  figures. 

Mr.  JoHNSOx.  Tuttle,  Wightman  &  Dudley,  vou  sav,  recei\ed  74 
per  cent  of  $1,160,000  or  $1,170,000  ? 

Mr.  Caeusi.  I  think  it  was  less  than  that,  but  that  is  what  they 
will  ultimately  receive.  They  will  ultimately  receive  7^  per  cent 
on  $2,000,000,  being  all  the  stock  we  sell,  which  would  be  $150,000. 

In  addition  to  that — or  rather,  I  do  not  say  in  addition  to  it,  be- 
cause it  has  no  connection  with  it — ^the  First  National  Fire  Insurance 
Co.  has  paid  about  6^  per  cent  as  an  expense  outside  of  commissions, 
making  a  total  of  about  II  per  cent.  That  money  has  not  in  either 
sense  been  paid  to  Tuttle,  Wightman  &  Dudley. 

Mr.  Johnson.  Please  repeat  that,  getting  it  up  to  14  per  cent  from 
7J  per  cent. 

Mr.  Caeusi.  Yes,  sir.  I  say  Tuttle,  Wightman  &  Dudley  (Inc.) 
were  to  receive,   under   their  contract,   for  their   services^   a   con- 
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lingent  commission  of  7i   per  cent  of  whatever  they   got.     They 
Juight  not  ever  succeed  in  getting  the  full  $2,000,000  subscribed. 

Mr.  Johnson.  Contingent  upon  what  i 

Mr.  Carusi.  Contingent  upon  what  they  got.  If  they  only  got 
$500,000  they  would  get  li  per  cent  of  that.  That  was  their  con- 
tingent commission,  like  a  real  estate  broker  would  get  a  certain  com- 
mission on  Avhat  he  was  able  to  get  for  a  piece  of  property  that  he 
sold. 

In  addition  to  that  7|  per  cent  there  Avas  a  provision  made  in 
the  contract  that  not  to  exceed  12i  per  cent  might  be  used  for  the 
expenses,  meaning  all  expense  except  commission  for  services.  Of 
that  12^  per  cent,  about  iii  per  cent  was  used  at  the  time  of  the  last 
calculation  by  the  expert  accountants. 

Mr.  Beeger.  That  is  for  postage  and  what  other  expenses? 

Mr.  Carisi.  There  were  a  great  many  expenses  of  printing  and 
postage  and  clerk  hire.  Those  items  are  very  large.  I  may  explain 
to  you,  to  give  you  an  idea  of  the  magnitude  of  a  thing  of  that  sort, 
that  I  understand  in  one  case  some  800,000  letters 

Mr.  JoHNsox  (interposing).  Eelative  to  what? 

Mr.  Carusi.  In  the  matter  of  the  organization  of  the  First 
Xational  Fire  Insurance  Co.  I  state  that  to  show  you  the  large 
scale  on  which  these  things  have  to  be  done  tO'  get  results. 

Mr.  Beroer.  Eight  hundred  thousand  letters  in  one  instance? 

Mr.  Carusi.  Yes.  You  can  imagine  the  paper  and  jjostage  cost 
and  the  clerks  to  address  those  letters  and  all  that  sort  of  thing. 

Mr.  Eedfield.  Each  one  contained  a  stamped  postal  card? 

Mr.  Caei  SI.  I  think  very  likely  it  did;  so  those  items  have  been 
large.  I  just  wish  to  say  this  in  conclusion  of  the  subject  of  the 
First  Xational  Fire  Insurance  Co.  No  charges  were  evei'  made 
against  it  either  outside  or  inside  of  this  committee  room.  Nothing 
that  could  subject  it  to  criticism  has  been  developed.  At  the  very 
best  there  has  been  an  indication  that  a  difference  of  opinion  might 
exist  as  to  what  is  the  best  way  to  run  a  fire  insurance  company,  and 
whether  the  way  the  First  National  Fire  Insurance  Co.  is  about  to 
iie  run  is  not  a  less  good  way  than  some  other. 

Mr.  PROun'.  Just  on  that  point,  in  a  prefectly  friendly  way,  let 
me  ask  this  question:  Is  there  any  conflict  of  opinion  among  in- 
surance men  as  to  whether  it  is  a  (lungerous  thing  to  allow  the  men 
who  are  themselves  managing  the  company  to  be  also  the  managers 
of  the  underwriting  company? 

Mr.  CAitusi.  I  am  very  glad  you  asked  that  question,  because  I 
had  intended  to  talk  about  it  a  little  while  and  I  had  forgotten  to 
doit. 

Mr.  Prouty.  That  is  the  thing  that  is  bothering  me. 

Air.  Carusi.  I  want  to  be  perfectly  frank,  because  I  am  not  at- 
tempting here  to  convince  myself  of  anything.  I  want  to  try  to 
help  you  gentlemen  on  this  committee  to  get  a  point  of  view. 

As  you  put  that  question,  ]\Ir.  Prouty,  I  have  not  any  doubt  in  my 
mind  that  it  is  an  unsafe  business  jiroposition  for  the  men  who  are 
running  the  company,  as  you  express  it,  to  also  manage  the  under- 
writing company;  that  is  to  say,  to  have  no  check  whatever  upon 
your  underwriters.  That  is  true.  I  do  not  think  that  would  be  a 
good  business  policy.  But  let  me  call  your  attention  to  just  what 
are  the  facts  here.    They  were  not  brought  out  in  the  testimony  as 
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clearly  as  they  might  have  been,  because  so  much  of  it  was  of  an 
argumentative  character.  Here  axe  the  facts — and  I  am  still  talking 
about  the  First  National  Fire  Insurance  Co.  : 

The  board  of  directors  of  the  First  National  Fire  Insurance  Co. 
consists,  I  think,  of  some  15  men.  As  I  have  said,'  they  are  all  men 
of  the  very  highest  standing  in  this  community,  and  I  absolutely 
challenge  anyone  to  controvert  that  statement  with  respect  to  any 
cne  of  them.  Of  these  men,  at  best  but  five  have  the  slightest  in- 
terest, direct  or  indirect  in  Tattle,  Wightman  &  Dudley  (Inc.),  and 
with  respect  to  two  of  those  gentlemen,  meaning  Judge  Gould  and 
myself — and  while  it  is  embarrassing  to  do  so,  I  am  gojng  to  include 
myself  with  him  in  this — our  interest  in  Tuttle,  Wightman  &  Dudley 
(Inc.),  was  altogether  fortuitous  and  a  matter  of  chance,  and  a 
matter  that  was  given  no  thought  or  concern  by  us  in  connection 
with  the  matter  of  the  management  of  these  fire  insurance  companies. 
The  whole  value  of  the  stock  that  either  he  or  I  got  depended  entirely 
upon  this  very  remarkable  and  unanticipated  and  brilliant  success 
in  raising  the  capital  for  this  First  National  Fire  Insurance  Co. 
The  small  amount  of  stock  Judge  Gould  got  was  so  inconsiderable, 
so  absolutely  negligible,  that  he  forgot  that  he  had  it ;  and  the  amount 
of  stock  that  I  was  presented  with  for  legal  services  in  incorporating 
the  company,  acquired  a  value  afterwards  in  the  way  of  the  payment 
of  dividends  that  was  not  the  less  a  tremendous  surprise,  because  it 
was  an  agreeable  surprise.  I  never  anticipated  that  that  small 
amount  of  stock  we  had  would  ever  be  of  any  value  at  all.  It  never 
would  have  been  of  any  value  except  on  account  of  this  7^  per 
cent  commission,  and  that  thing  is  over  or  practically  over.  The 
balance  of  that  stock,  under  $200,000,  may  be  possibly  sold,  and 
there  may  be  a  final  dividend  based  on  the  74-  per  cent  of  the  $200,000 
of  the  unsold  stock. 

I  Imow  you  are  not  technical  and  you  ask  a  fair  question,  Mr. 
Prouty,  and  ought  to  have  an  answer.  Outside  of  Mr.  Tuttle,  Mr. 
Wightman,  and  Mr.  Dudley,  the  affairs  of  the  First  National  Fire 
Insurance  Co.  are  run  by  a  large,  competent,  and  honest  board  of 
directors,  who  have  more  to  lose  in  the  loss  of  their  reputations  if 
anything  happens  to  those  companies,  ten  times  over,  than  any  small 
salary  which  they  now  get  or  ever  will  get  out  of  these  companies. 

It  is  true — you  made  a  suggestion  and  it  impressed  me — that  a  man 
ought  not  to  pass  upon  the  risks  who  is  interested  in  putting  them 
on  the  books.  That  is  one  of  these  matters  of  internal  management 
that  is  most  readily  corrected.  In  order  to  correct  that,  in  order  to 
correct  some  other  possible  evils  that  you  very  clearly  pointed  out, 
it  is  not  necessary  to  work  a  complete  divorce  between  the  members 
of  your  underwriting  agency  and  the  board  of  directors.  It  is  an 
advantage  to  have  them  as  directors  of  your  company.  If  it  is 
assumed  that  these  three  men,  as  directors  of  the  First  National  Fire 
Insurance  Co.,  control  all  these  other  men  and  put  them  on  the  board 
or  off  the  board  at  their  good  will  and  pleasure,  my  answer  is  that 
that  assumption  is  not  based  on  facts;  it  is  not  correct.  The  board 
of  directors  of  the  First  National  Fire  Insurance  Co.  is  going  to  take 
care  of  the  stockholders  of  that  company,  and  have  been  doing  so  and 
will  continue  to  do  so. 

Mr.  Peouty.  There  is  not  any  member  of  your  board  that  goes 
up  there  and  passes  on  policies? 
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ilr.  Caeusi.  I  have  told  you.  INIr.  Prouty,  that  that  suggestion  of 
yours  is  one  that  is  a  good  one  and. that  matter  ought  to  be  remedied 
and  will  be. 
Mr.  Prouty.  That  is  the  point  in  niv  question. 
Mr.  Caeusi.  I  ^gree  with  you  about  that. 

I  do  not  appear  before  you,  gentlemen,  asking  for  any  indulgence 
for  my  clients.  They  stand  absolutely  upon  their  o\^•n  record  and 
Ui3on  their  legal  rights,  and  ail  that  I  ask  of  you  gentlemen  in  con- 
nection with  either  of  these  companies  is  what  I  have  the  right  to 
ask,  and  what  I  know  I  am  going  to  get,  and  that  is  a  fair  and  hon- 
orable and  impartial  performance  of  your  duties  under  this  resolu- 
tion. But  I  want  to  make  this  warning:  Take  the  First  National 
Fire  Insurance  Co..  which  has  3,000  or  more  stockholders,  and  it 
attempts  to  enter  into  every  State  in  this  Union  to  write  fire  insur- 
ance, so  long  as  it  may  be  found  to  be  profitable.  "What  is  the  situa- 
ticn  to-day  with  respect  to  this  company,  as  a  result  merely  of  the 
investigation^  Our  blanks  were  sent  shortly  after  our  capital  stock 
was  fully  paid  and  we  were  entitled  to  be  licensed,  to  the  various 
State  insurance  departments,  showing  anywhere  from  two  to  three 
times  the  capital  required  by  the  laws  of  the  State,  showing  much 
more  surplus  tlian  was  required  by  the  laws  of  the  State,  showing,  in 
other  wc)rds,  a  ju'ospei'ous  and  healthy  condition  that  ought  to  have 
secured  an  instant  admi-ssion  into  these  various  States.  What  hap- 
pened ?  Why.  the  mere  fact  that  this  company  was  dragged  into  this 
thing  has  resulted  in  an  absolute  cessation  of  its  business.  State  in- 
surance departments  are  waiting.  What  are  they  waiting  for? 
They  do  not  know.  To  investigate  a  financial  institution  is  almost 
the  same  thing  as  to  have  an  investigation  of  a  woman's  character. 
You  could  not  damn  her  worse  than  by  suggesting  the  necessity  of  an 
inve.stigation. 

But  now  we  have  an  investigation,  I  say  that  when  you  gentlemen 
come  to  prepare  your  report  on  this  company,  all  I  ask  you  to  do  in 
connection  with  this  company  is  to  bear  in  mind  that  your  lightest 
word,  perhaps  intended  as  well-meant  advice  to  the  directors  as  to 
something  they  should  do  in  the  future  that  you  think  would  better 
protect  the  stockholders — I  say  that  the  lightest  word  that  you  utter 
that  can.  by  the  malice  of  competition,  be  construed  into  a  condemna- 
tion will  be  sent  broadcast  throughout  the  United  States  and  will  be 
placed  in  the  hands  of  every  fire  insurance  agent  in  the  country  as  an 
argument  why  the  policies  of  this  company  should  not  be  accepted: 

That  is  no  picture.  That  is  what  lias  happened,  and  that  is  what 
is  happening. 

Xow,  that  is  a  danger  that  you  gentlemen  owe  it  to  the  stock- 
holders to  avoid.  I  say  we  do  not  ask  it  as  an  indulgence,  but  you 
owe  it  to  these  stockholders,  and  you  owe  it  to  this  company. 

Now,  I  want  to  say  a  few  words  as  to  the  Commercial  Fire  Insur- 
ance Co.,  and  I  had  no  intention  of  taking  up  so  much  time 

Mr.  Peouty.  I  want  to  suggest  that  I  have  not  been  able  to  find  in 
the  record  a  copy  of  the  underwriting  contract  of  Tuttle,  Wight- 
man  &  Dudley.    Have  you  a  copy  of  that  ? 

Mr.  Douglas.  It  is  in  the  record. 

Mr.  Caeusi.  I  do  not  know  that  it  is  in  the  record,  but  if  it  is  not 
I  will  see  that  it  gets  in. 

Mr.  Pboxttt.  I  have  not  been  able  to  find  it. 
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Mr.  Bergee.  But  may  I  not  suggest,  Mr.  Carusi,  that,  on  the  otlicr 
hand,  it  will  be  the  biggest  boom  your  company  ever  had,  and  will 
result  in  a  greater  advantage  than  all  your  advertising,  if  this  com- 
mittee should  give  you  a  clean  bill  of  health. 

Mr.  Caeusi.  Well,  that  is  true,  Mr.  Berger,  absolutely ;  but  that 
suggestion  is  a  little  puzzling  to  me  for  this  reason :  If  we  are  en- 
titled to  a  clean  bill  of  health,  as  you  express  it,  is  it  to  be  with- 
held  

Mr.  Bergee.  Oh,  no ;  I  do  not  say  anything  of  the  kind.  On  the 
contrary,  if  you  are  entitled  to  it  you  are  going  to  get  it,  so  far  as  I 
am  concerned,  and  I  am  sure  I  am  speaking  for  the  entire  com- 
mittee in  that  respect. 

Mr.  Carusi.  I  do  not  want  any  clean  bill  of  health  or  any  land  of 
a  bill  of  health.  All  I  want  is,  that,  when  a  company  has  been  inves- 
tigated for  28  days,  and  it  has  been  found  that  there  never  w:'s  any- 
thing to  justify  the  investigation  even,  tliat,  because  there  may  be 
minor  matters  of  internal  management  about  which  the  members  of 
the  committee  may  disagree,  from  an  economic  standpoint,  those 
should  laot  be  unduly  ephasized.    There  is  another  reason  for  that. 

This  resolution,  as  I  read  it.  was  not  for  an  investigation  in  aid  of 
legislation  concerning  the  internal  management  of  the  fire  insurance 
companies.  There  is  no  bill  pending  requiring  all  companies  in  the 
District  of  Columbia  to  operate  on  the  basis  of  home-office  manage- 
ment. There  is  no  other  legislation  of  a  general  character  pending 
which  would  make  these  internal  affairs  of  this  company  of  any 
relevancy  whatever  to  this  investigation  or  the  purpose  of  it.  As  I 
understand  this  resolution,  it  was  one  that  called  for  the  investigation 
of  the  office  of  the  superintendent  of  insurance,  and  in  view  of  charges 
that  were  apparently  made  at  some  time  or  at  some  palace  that  these 
two  local  companies  had  some  kind  of  an  improper  relation  or  con- 
nection with  the  insurance  department,  and  particularly  that  there 
had  been  some  sort  of  collusive  and  fraudulent  increase  in  the  price 
of  real  estate  holdings,  thej'  were  brought  into  this  investigation,  be- 
cause, by  investigating  them,  light  might  be  thrown  upon  the  insur- 
ance department,  which,  being  a  part  of  the  executive  government 
here  of  the  city.  Congress  has  a  right  to  investigate  at  any  time.  But 
I  respectfully  ask,  except  in  that  connection  and  in  that  connection 
solely,  what  earthly  right  has  not  merely  the  House  of  Representa- 
tives, but  what  earthly  right  has  the  Congress  of  the  United  States 
to  have  an  investigation  of  the  affairs  of  a  private  corporation,  and 
then  single  it  out,  if  you  please,  for  criticism  because  it  does  not  think 
that  it  is  being  run  on  as  businesslike  a  basis  as  the  Congress  would 
run  it  if  it  were  doing  so  ? 

Now,  when  we  come  to  this  question  of  real  estate  value,  what  is 
the  point  at  issue  ?  Whether  these  companies  were  justified  in  buying 
that  building.  I  take  it  that  that  is  one  of  the  questions  that  can  not 
be  inquired  into  by  Congress,  except  as  incidental  to  some  general 
legislation  upon  the  subject  of  real  estate  holdings  by  companies. 

If  the  resolution  had  heen  one  for  an  investigation  in  aid  of  legis- 
lation, I  say,  the  fact  that  they  bought  that  building  might  be  less 
strictly  a  matter  of  their  own  private  business,  whether  they  did  so 
wisely  or  unwisely. 

Mr.  Peouty.  Let  us  stop  right  there,  as  I  want  to  see  about  that. 
Suppose  there  had  been  a  clear  case  of  collusion  between  the  insur- 
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ance  department  here  and  the  insurance  companies,  let  us  put  it 
upon  that  hypothesis.  Suppose  that  fact  were  conceded,  do  you 
think  Congress  would  then  have  jurisdiction  over  the  matter? 

Mr.  Carusi.  Yes;  I  think  it  is  on  that  hypothesis  only  that  the 
investigation  is  justified. 

Mr.  Prouty.  That  is  what  was  in  my  mind. 

Mr.  CArasi.  Yes.  Then  I  saj^  that  on  no  other  hypothesis  has  the 
question  as  to  whether  the  First  National  Fire  Insurance  Co.  acted 
wisely  or  unwisely  in  buying  a  half  interest  in  that  building  any  place 
in  the  deliberations  of  this  committee.  That  was  not  in  aid  of  any 
general  legislation  here-,  and  if  Congress  wants  to  legislate  they  do 
not  legislate  concerning  two  insurance  companies  only.  It  legislates 
concerning  all  insurance  companies. 

So  that  brings  me  back  to  what  I  said,  which  is  that,  except  in  so 
far  as  the  conduct  and  management  of  these  companies,  including 
this  Southern  Building  transaction,  throw  some  light  upon  the  inves- 
tigation of  the  department  of  insurance,  it  is  utterly  beyond  the 
jurisdiction  of,  as  I  said,  not  merely  one  branch  of  Congress  but  of 
Congress  itself ;  and  if  that  position  is  sound,  then  I  say  that  when 
you  gentlemen  come  to  make  your  report  it  must  be  a  serious  ques- 
tion of  duty  and  of  the  law  with  you  as  to  whether  it  is  appropriate! 
to  animadvert  upon  questions  of  business  policy  of  these  companies 
that  are  wholly  unrelated  to  the  department  of  insurance  of  the  Dis- 
trict of  Columbia,  or  any  supposed  relation  between  these  companies 
and  the  insurance  department  of  the  District. 

Mr.  Prouiy.  I  would  be  against  you  on  that  proposition,  Mr. 
Carusi.  and  I  would  like  to  have  you  explain  it  to  me. 

I  feel  that  it  is  my  duty  as  the  representative  of  what  you  term 
the  general  public  to  call  attention  to  such  thing's.  If  I  am  wrong 
in  that,  I  would  be  glad  to  have  you  correct  me. 

Mr.  Carusi.  I  think  you  are  wrong.  Judge,  for  two  reasons.  One 
is  a  legal  reason  and  the  other  is  a  practical  reason. 

I  will  take  up  the  legal  reason  first. 

I  take  it  that  Congress  has  a  perfect  right,  an  absolutely  unre- 
strained right,  an  unlimited  right,  to  legislate  for  the  District  of 
Columbia.  I  know  that  I  labored  for  many  days  once  trying  to  find 
some  constitutional  limitation  upon  the  power  of  Congress  when  it 
came  to  legislate  for  the  District  of  Columbia,  and  I  could  not  find 
it.  It  may  exist,  but  I  never  could  find  it,  except,  of  course,  there 
are  some  lengths  to  which  Congress  may  not  go.  It  can  not  legislate 
concerning  individuals  in  the  District  without  legislating  for  the 
entire  population ;  or,  in  other  words,  it  can  not  indulge  in  distinctly 
class  legislation,  which  is  just  as  offensive  to  the  whole  scheme  of  the 
Constitution  of  the  United  States  as  it  could  possibly  be  for  any  of 
the  States  to  so  legislate,,  and  I  think  that  the  Supreme  Court  of  the 
United  States  has  indicated  that  that  is  a  direction  in  which  Congress 
is  limited,  even  in  legislating  for  the  District  of  Columbia,  not  by  any 
express  words,  but  by  the  very  character  and  nature  of  constitutional 
government  itself. 

Mr.  Prouty.  I  agree  with  you  there. 

Mr.  Carusi.  All  right.     So  much  for  that  point. 

Congress,  therefore,  with  respect  to  companies  organized  ander  the 
general  corporation  law,  has  the  right  to  legislate  concerning  them. 
it  can  legislate  to  the  effect  that  no  fire  insurance  company  in  the 
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District  of  Columbia  shall  own  any  real  estate.  That  is  constitu- 
tional. It  can  legislate  that  none  of  them  shall  sell  any  stock  beyond 
a  certain  point.  Of  course,  I  can  multiply  illustrations.  They  can 
legislate  about  anything  they  please  concerning  fire  insurance  com- 
panies in  the  District  of  Columbia  and  it  will  be  constitutional. 
Anything  Congress  can  legislate  about  it  has  the  right  to  inquire  into 
before  it  legislates — to  inform  itself  and  its  committees  as  to  what 
the  facts  are  which  would  justify  the  particular  kind  of  legislation. 
That  I  frankly  concede. 

Therefore,  the  House  of  Eepresentati^es  has  a  perfect  right  to 
charge  you  gentlemen  with  an  investigation  into  the  question  in  the 
District  of  Columbia  as  to  Avhether  it  would  be  wise  to  legislate 
against  the  insurance  companies  owning  real  estate.  There  is  no 
doubt  about  that. 

You  could  have  your  investigation,  and  then  you  could  sunuucn 
all  of  those  insurance  companies,  if  you  please,  and  say,  "  We  will 
get  all  the  data  for  Congress  to  aid  it  to  legislate.'' 

Mr.  Peouty.  You  do  not  understand  that  that  is  a  part  of  this 
committee's  duty? 

Mr.  Caeusi.  That  is  just  what  it  is  not — a  part  of  this  committee's 
duty.  This  committee  was  not  to  ascertain  facts  concerning  the 
management  of  fire  insurance  companies  in  the  District  of  Colum- 
l)ia  in  aid  of  legislation  upon  that  subject.  If  you  had  been,  you 
could  have  sent  for  us.  You  could  have  said,  "  Come  here  and  tell 
us  all  you  know  about  buying  real  estate  and  what  your  experience 
has  been  with  it,"  and  so  on,  "  because  that  will  be  one  of  the  factors 
in  enabling  us  to  decide  whether  we  shall  pass  this  bill  or  not."  But 
that  was  not  the  case  here.  Congress  could  not  legislate  that  the 
First  National  Fire  Insurance  Co.  shall  not  buy  a  piece  of  real  estate 
in  the  District  of  Columbia,  and,  if  it  did  so,  such  legislation  would 
be  absolutely  unconstitutional. 

Mr.  Peouty.  State  that  proposition  again,  please. 

Mr.  Caeusi.  I  say  that  Congress  can  legislate  concerning  a  class 
of  companies,  but  that  it  can  not  pick  out  the  First  National  and  the 
(Commercial  Fire  Insurance  Cos.  and  legislate  in  regard  to  them. 

That  is  the  turning  point  in  my  argument.  If  they  can  not  pick 
out  these  two  companies  directly  named  in  a  bill  to  legislate  about 
them,  and  then  have  you  gentlemen  investigate  in  aid  of  such  uncoji- 
stitutional  class  legislation,  then  I  say  they  can  not,  by  indirection, 
do  that.  They  can  not,  under  the  guise,  if  you  please — and  I  do  not 
use  the  word  in  any  offensive  sense  at  all — ^but  they  can  not,  under 
the  guise  of  investigating  the  office  of  the  superintendent  of  insur- 
ance of  the  District  of  Columbia,  clothe  this  committee  with-  power 
to  investigate  into  matters  of  the  internal  business  management  of 
these  companies,  having  no  relation  to  the  office  of  the  superintendent 
of  insurance  of  the  District  of  Columbia,  and  then  publish  its 
findings. 

Mr.  Peouty.  I  am  a  little  bit  bothered  about  this:  Under  that 
clause  directing  us  to  investigate  the  department,  if  we  should  find 
that,  in  its  operation,  there  were  serious  defects,  serious  and  patent 
defects 

Mr.  Carusi.  That  is,  in  the  department  of  insurance  ? 
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Mr.  Pkouty.  Yes:  in  the  department  of  insurance.  Do  you  think 
we  have  a  right  or  that  it  is  within  the  jurisdiction  of  this  committee 
to  call  attention  to  them  and  recommend  legislation? 

Mr.  CARrsi.  In  the  case  of  the  department  of  insurance  ? 

Mr.  PiRouTY.  Yes. 

Mr.  Caeusi.  AVhy,  of  course,  if  it  is  within  the  department  of 
insurance. 

Mr.  Bergee.  I  do  not  know  whether  I  understood  the  question  of 
the  judge,  but  I  will  ask  you  this  question:  Suppose  some  serious 
defects,  bordering  on  dishonesty  and  crookedness,  were  found  in 
these  companies,  do  3'ou  think  that  we  have  the  right  to  report  those 
to  the  House? 

Mr.  Caeusi.  "Well,  if  you  found  anything 

Mr.  Beeger.  Serious  defects. 

Mr.  Caeusi.  Yes.  If  you  found  anything  of  that  kind,  I  guess  a 
crook  has  not  any  rights  in  any  committee  of  Congress  or  anywhere 
else. 

Mr.  Bergee.  That  is  all  right 

Mr.  Carusi.  But  I  am  not  arguing  for  anj^  crooks. 

Now,  Judge,  if  I  have  made  myself  at  all  clear,  that  is  about  the 
dividing  line  in  my  mind. 

Mr.  Proi;ty.  I  do  not  think  we  have  quite  reached  a  common  mind 
yet  as  to  the  jurisdiction  of  this  committee  in  regard  to  the  making 
of  a  recommendation  for  the  amendment  of  the  law  aflfecting  the  de- 
partment.   Do  you  think  under  this  we  have  the  right 

Mr.  Carusi.  I  think  you  have  the  undoubted  right. 

Mr.  Prouty.  I  was  somewhat  in  doubt  as  to  that  myself,  without 
looking  up  the  resolution. 

Mr.  Carusi.  Of  course,  this  investigation  must  ha\e  intended  to 
result  in  something,  so  that  even  though  the  language  of  the  resolu- 
tion itself  does  not  contain  the  statement  that  you  shall  report  sug- 
gestions concerning  any  conditions  that  you  may  find,  and  so  on,  I 
take  it  that  it  is  a  fair  implication  that  you  should  do  that  and  that 
you  have  the  right  to  do  it. 

Mr.  Johnson.  Do  you  mean  that  as  a  matter  of  general  principle 
or  under  the  terms  of  the  resolution  ? 

Mr.  Carusi.  I  mean  as  a  general  principle.  It  seems  to  me  that  if 
Congress  passes  a  resolution  authorizing  a  committee  to  investigate 
a  department  of  the  Grovernment,  if  you  please,  a  department  of  the 
District  government,  it.  would  certainly  expect,  after  the  investiga- 
tion, if  the  committee  found  that  there  were  conditions  that  needed 
betterment,  it  should  advise  Congress  to  that  effect,  if  only  by  way 
of  suggestion.  I  should  think  so.  I  am  a  little  out  of  my  sphere  in 
these  congressional  matters,  but  that  is  the  way  it  would  appeal  to 
me  as  being  reasonable.  However,  I  do  not  think  that  extends  to 
these  companies. 

jMr.  Prouty.  Let  us  come  to  a  point  about  that.  Suppose  we  hon- 
estly found  something  in  the  management  of  this  company  that  we 
think  is  detrimental  to  the  people  of  the  United  States  generally, 
do  you  think  we  ought  not  to  report  that  to  the  House  ? 

Mr.  Caeisi.  I  will  tell  j'ou,  Judge,I  do  not  like  the  use  of  the  words 
'"ought  not,"  because  I  am  talking  the  law  of  it  and  not  anything 
else.  I  am  talking  now,  as  I  understand  it,  the  lawful  authority 
confided  to  this  committee  and  what  its  limitations  are,  and  I  think — 
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though  I  am  not  arguing  now  for  a  narrow  construction,  but  .simply 
saying  what  my  own  opinion  of  the  law  is  on  this  matter — that  you 
have  the  right  to  call  attention  to  any  facts  or  set  of  facts  which 
tend  to  throw  light  upon  the  department  of  insurance  of  the  District 
of  Columbia  in  its  relation  to  these  companies.  That  is  the  reason 
you  were  told  to  appraise  the  property,  real  and  personal,  of  these 
fire  insurance  companies^a  remarkable  thing  for  Congress  to  at- 
tempt to  do  or  to  tell  a  committee  to  do,  unless  it  threw  some  light 
.upon  a  legitimate  subject  matter  of  inquiry  by  Congress,  such- as 
the  department  of  insurance.  ' 

The  department  of  insurance  appraised  this  property  at  $2,000,000, 
You  are  told  now  to  appraise  our  property.  For  what  purpose? 
You  know  that  after  you  have  made  yovir  appraisal  it  is  not  binding 
on  anybody ;  it  is  not  binding  on  the  companies,  and  it  is  not  binding 
on  the  Commissioners  of  the  District  of  Columbia,  who  are  to  accept 
the  tax  office  appraisal  that  was  made.  Your  appraisal  is  not  bind- 
ing upon  anybody.  Why  are  you  to  do  it?  You  are  to  do  it  to  find 
out  whether  the  department  of  insurance  when  it  appraised  it  at 
$2,000,000  acted  either  corruptly  or  inefficiently  in  doing  so.  That  is 
the  reason.  And  that  runs  all  through  that  resolution.  You  are  to 
inquire  into  the  history  and  conduct  and  affairs  of  these  companies, 
For  what  purpose?  To  find  out  what  the  connection  is  between  them 
and  the  department  of  insurance  of  the  District  of  Columbia,  be- 
cause that  is  a  thing  you  have  a  right  to  inquire  into. 

Mr.  Pkouty.  Do  you  take  the  ground  that  we  have  not  the  right 
to  inquire  into  the  management  of  these  companies? 

Mr.  Caeusi.  You  have  absolutely  no  more  right  to  do  that  than 
you  would  have  to  inquire  into  my  private  law  practice. 

Mr.  Peodty.  I  am  afraid  that  1  disagree  with  you  on  that.  What 
is  the  object  of  our  investigating  it?  Why  did  Congress  authorize 
us  to  investigate  it?    What  was  the  purpose  of  it? 

Mr.  Carusi.  The  purpose  of  it  is,  as  I  say,  to  find  out  whether 
one  of  the  departments  of  the  local  government  here  is  either  ineffi- 
cient or  corrupt. 

Mr.  Pkouty.  But  it  says  to  investigate  the  Tuttle,  Wightman  & 
Dudley  contract  and  their  management. 

Mr.  Caeusi.  There  is  an  old  saying  that  a  man  can  not  lift  himself 
up  by  his  own  boot  straps,  and  I  mean  no  disrespect  to  the  House  of 
Eepresentati^es  when  I  say  that  no  language  in  the  resolution  gives 
it  any  authority  to  do  it  under  the  laM'. 

Mr.  Pkouty.  That  goes  to  the  real  question:  Has  Congress  the 
right  to  investigate  an  insurance  company? 

Mr.  Caettsi.  I  think  absolutely  it  has  not. 

Mr.  Douglas.  Congress  has  not  the  right  to  investigate  one  insur- 
ance company ;  it  can  investigate  them  all. 

Mr.  Caeusi.  Congress  can  investigate  insurance  companies  here 
generally  and  can  summon  any  insurance  company  here  to  tell  them 
what  it  knows,  just  as  you  can  investigate  the  subject  of  admissions 
to  the  bar  of  the  District  of  Columbia,  if  you  want  to,  because  you 
are  going  to  legislate  about  that,  and  then  have  Mr.  Douglas  and  Mr, 
Easby-Smith  and  the  rest  of  us  come  up  here  and  tell  you  what  we 
know,  but  I  do  not  think  you  have  the  right  to  insist  that  we  tell 
you  who  our  clients  are  and  how  much  they  have  paid  us. 
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Mr.  Pkovty.  I  think  you  are  narrow  on  that.  Has  not  Congress 
the  right  to  investigate  the  Tobacco  Trust  I 

yiv.  Cabusi.  Yes. 

Mr.  Peoutt.  Why  has  it  the  right  to  investigate  it? 

ilr.  Carusi.  Because,  in  the  first  plai'e.  you  have  a  Federal  statute 
Upcn  an  interstate  commerce  matter,  and  you  are  investigating  gen- 
eral conditions  upon  which  you  have  legislated  and  are  going  to 
legislate. 

^Ir.  Johnson.  One  of  j'our  protests  has  been  that  the  insurance . 
trubt  has  not  been  investigated 

Mr.  Caeusi.  I  have  not  gone  so  far  as  to  make  a  formal  protest, 
but  that  is  the  fact. 

Mr.  Beegee.  jNIr.  Carusi,  ^^'as  not  your  company  getting  ready  to 
do  interstate  business? 

^Ir.  Caeusi.  No,  sir. 

Mr.  Beegee.  AMiy,  you  applied  for  permission  to  do  business  in 
Xew  York,  you  applied  for  permission  to  do  business  in  '\A^isconsin, 
and  you  applied  for  permission  to  do  business  in  Missouri. 

Mr.  CAitusi.  Paul  v.  Virginia  decided  that  question.  Many  peo- 
ple have  regretted  that  they  decided  it  in  the  way  they  did. 

Mr.  Berger.  You  wanted  to  get  money  from  all  over  the  country, 
from  each  Stale,  and  you  wanted  to  put  your  stock  into  various 
States. 

Mr.  Caeusi.  Yes. 

Mr.  Beegee.  Have  we  not  a  right  to  in\estigate  it?  If  you  do 
business  in  one  certain  State,  that  State  would  investigate  it.  Wis- 
consin would  do  it  unquestionably.     Mj  State  would. 

^Ii'.  Carifsi.  This  is  \'ery  clearly  not  interstate  business. 

Mr.  Douglas.  Mr.  Berger  did  not  get  the  point  you  make  about 
the  decision  of  the  Supreme  Court. 

Mr.  Carusi.  In  Paul  v.  Virginia,  an  early  case,  the  Supreme  Court 
of  the  United  States  decided  that  insurance  was  not  commerce,  and 
not  being  commerce,  of  course  it  can  not  be  interstate  commerce. 

Mr.  Prouty.  Yes;  but  that  does  not  quite  cover  the  point.  It  is 
not  a  question  of  commerce.     It  is  a  question  of  business. 

Mr.  Caeusi.  Yes;  but  Congress  only  has  the  right  to  legislate  upon 
matters  of  interstate  commerce. 

^Ir.  Pbouty.  To  get  right  down  to  brass  tacks,  a  State  insurance 
department  has  the  right  to  refuse  to  allow  an  insurance  company 
to  enter  that  State,  after  making  an  investigation.  Now,  if  the  de- 
partment takes  the  positino  that  before  you  go  in  there  it  will  ascer- 
tain the  facts  as  to  your  internal  management — — 

Mr.  Carusi.  Yes;  but  I  may  say  this,  Judge,  that  in  the  first  place 
they  all  do  have  these  contracts.  I  know  of  my  personal  knowledge 
that  copies  of  all  these  contracts,  both  the  underwriting  and  stock 
selling,  and  all  that,  have  been  forwarded  in  every  case  where  re- 
quested by  the  insurance  department.  Secondly,  lots  of  the  insur- 
ance departments  of  the  different  States  have  absolutely  arbitrary 
powers  as  to  whether  they  shall  admit  or  refuse  a  company. 

Mr.  Peouty.  To  what  States  has  the  First  National  been  admitted? 

Mr.  Caeusi.  Pennsylvania.  New  Jersey,  and  one  other,  which  I  do 
not  recall. 

Mr.  Peouty.  Was  that  before  this  investigation? 
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Mr.  Caeusi.  Yes.  The  States  have  the  absolute  right  to  exclude, 
of  course,  as  you  know,  any  corporation,  because  with  respect  to  the 
constitutional  provision  for  the  rights,  privileges,  and  immunities  of 
a  citizen  it  has  been  held  that  a  corporation  is  not  a  citizen  within 
the  meaning  of  that  clause  of  the  Constitution ;  and  even  if  it  were 
a  citizen,  we  would  not  be  a  citizen  of  another  State,  because  we  are 
here  in  the  District  of  Columbia. 

Mr.  Easby- Smith.  A  corporation  is  not  a  citizen. 

Mr.  Prouty.  No  ;  it  is  a  creature  of  the  law.    It  is  not  a  citizen. 

Mr.  Easby- Smith.  I  was  answering  Mr.  Berger. 

Mr.  Caeusi.  How  much  time  have  I,  Mr.  Chairman  ? 

Mr.  JoiixsoN.  Just  13  minutes. 

Mr.  Caeusi.  I  did  want  to  discuss  the  subject  of  the  Commercial 
Fire  Insurance  Co.  a  little  more  fully. 

Now,  one  point  with  respect  to  the  Commercial — and  I  will  just 
talk  about  that  for  the  next  10  minutes  and  then  quit — one  of  the 
charges  was  that  the  company  had  gone  on  paying  dividends  when 
it  ought  not  to  have  done  so,  and  that  it  lost  some  money  in  1912 — ■ 
a  good  deal  of  money  in  fact,  and  that,  notwithstanding  that,  it  had 
put  up  the  price  at  which  it  was  willing  "that  its  stock  should  be  sold. 

Mr.  Peouty.  But  in  your  resolution,  which  was  scattered  broad- 
cast, it  was  intimated  that  the  business  was  so  prosperous  it  war- 
ranted the  public  in  investing  on  that  basis. 

Mr.  Caeusi.  All  right,  we  will  come  right  down  to  that.  First  of 
all,  I  want  to  say  this :  You  gentlemen,  of  course,  know  the  difference 
between  foresight  and  hindsight.  You  must  have  been  struck  with 
the  fact  that  your  own  expert  accountant  brought  out  very  clearly 
something  that  never  had  been  very  clearly  brought  out,  up  to  that 
point,  by  anybody — ^lawyers,  witnesses,  or  anybody  else — and  that 
was  that  everybody  was  standing  back  in  November  and  December, 
1912,  and  looking  at  a  dividend  that  was  declared  in  June  of  1912. 

Mr.  Douglas.  In  1911. 

Mr.  Caeusi.  No;  I  am  right  about  the  date.  I  am  talking  about 
the  1912  dividend. 

Mr.  Peouty.  That  is  June? 

Mr.  Caeusi.  Yes ;  June,  when,  as  Price,  Waterhouse  &  Co.  stated, 
it  was  impossible  at  the  time  that  dividend  was  declared  for  the 
directors  to  have  known  anything  more  than  the  fact  that  the  first 
two  or  three  months  of  the  year  had  been  bad  months — hot  months ; 
some  losses. 

Mr.  Eedfield.  Mr.  Carusi,  is  that  quite  accurate,  unless  you  refer 
to  something  more  than  this  ?  This,  I  suppose,  is  what  you  mean.  1 
am  reading  from  page  1817  of  the  record,  which  is  a  portion  of  the 
report  of  Price,  Waterhouse  &  Co. : 

The  rough  estimate  of  the  position  at  May  31  shows  that  the  company  had 
sustained  a  loss  on  the  operations  for  the  first  five  months  of  the  year,  and 
under  these  circumstances  the  policy  of  declaring  a  6  per  cent  semiannual  divi- 
dend is,  in  our  opinion,  open  to  question. 

Is  there  something  else  to  which  you  refer  ? 

Mr.  Caeusi.  Yes,  sir;  something  else.    That  is  not  what  I  had  in 
mind. 
Mr.  Redfield.  I  will  be  glad  to  have  you  point  it  out. 
Mr.  Douglas.  What  page,  Mr.  Eedfield  ? 
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Mr.  Eedfield.  Page  1817. 

Mr.  Douglas.  We  will  look  that  up. 

Mr.  Carusi.  Yes.  Now,  I  want  to  say  this  right  here:  If  a  man 
can  not  justify  something  that  he  does  on  any  better  ground  than 
that  it  is  not  illegal,  he  will  never  get  me  to  voice  his  defense.  I  say 
a  man — I  mean  a  business  man,  and  we  are  talking  about  business 
things.  If  that  is  the  best  he  can  do,  to  say, "  Well,  it  was  not  illegal 
for  us  to  do  it,"  I  will  be  the  first  to  join  you  or  anybody  else  in  con- 
demnation of  a  man  who  has  other  people's  affairs  in  his  trust  and 
who  takes  that  point  of  view ;  but  Avhen  you  find  in  a  particular  busi- 
ness that  a  thing  is  not  only  not  illegal,  but  is  customary,  then  you 
have  got  to  decide  whether  you  shall  put  your  own  views  and  opin- 
ions as  to  what  is  the  better  policy  against  the  experience  of  that 
business  as  it  has  been  developed  by  hundreds  of  other  people  in  the 
same  line  of  business.  Now,  the  first  fact  that  you  have  got  to  get 
in  your  minds  as  an  incontrovertible  fact  is  this :  That  inasmuch  as  the 
fire  insurance  business  is  a  business  of  averages  over  periods — some- 
times considerable  periods  of  time — that,  unlike  every  other  branch  of 
business,  no  dividend  is  paid  or  withheld  on  account  of  the  profit  or 
loss,  as  the  case  may  be,  of  the  antecedent  period  in  between  the  last 
dividend  and  that.  Now,  if  there  is  one  thing  that  has  been  abun- 
dantly she  wn  in  this  record  it  is  that  fact. 

Mr.  Prouty.  Now,  let  us  see  just  a  moment.  In  these  numerous 
cases  or  instances  that  you  call  to  our  attention,  did  you  call  our  at- 
tention to  any  one  where  any  insurance  company  had  declared  a 
dividend  and  paid  it  when  neither  its  year's  earnings  nor  its  previous 
accumulated  profits  from  earnings  existed? 

Mr.  Carusi.  I  did,  to  one  very  startling  and  remarkable  case; 
startling  and  remarkable  not  because  of  its  being  imusual,  but  be- 
cause of  its  being  on  such  a  large  scale  and  such  a  world-known 
company — the  Hartford  Fire  Insurance  Co. 

Mr.  Proutt.  Did  they  not  have  a  surplus  out  of  which  they  paid 
that? 

Mr.  Carusi.  They  did  not.  The  Hartford  Fire  Insurance  Co.  lost 
so  much  money  that  it  had  to  sell  $775,000  worth  of  stock,  and  sold 
it  5  for  1 ;  $3,750,000  is  what  they  sold  it  for. 

Mr.  Prouty.  Did  it  appear  in  the  examination  here  that  their  sur- 
jdIus  was  all  wiped  out? 

Mr.  Carusi.  Their  surplus  was  wiped  out ;  yes. 

Mr.  Prouty.  I  thought  it  left  $2,000,000. 

^Ir.  C.4RUSI.  There  was  a  statement  about  $2,000,000,  but  that  was 
not  the  fact.     The  surplus  had  been  completely  wiped  out. 

Mr.  Prouty'.  Well,  that  is  a  fact  that  I  would  like  to  have  you  call 
our  attention  to  in  the  record.     You  need  not  do  it  now. 

Mr.  Carusi.  Yes;  here  is  a  further  point.  I  am  approaching  this 
question  by  steps.  The  first  step  I  take  is  the  fact  that  in  the  fire 
insurance  business,  unlike  any  other  business  in  the  world,  if  you 
pay  a  10  per  cent  dividend,  for  instance,  January  1,  and  it  comes 
to  June  1,  and  instead  of  having  made  money  for  that  six  months  you 
have  lost  money,  a  fire  insurance  company  will  go  right  on  paying 
dividends. 

Mr.  Prouty.  In  this  case  you  did  not  notify  your  stockholders  in 
June,  but  you  notified  them  in  December  that  the  dividend  was 
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passed,  not  because  of  the  fact  that  you  did  not  have  the  funds  to  pay 
them,  but 

Mr.  Caeusi  (interposing).  Now,  let  me  come  to  that  gradually.  I 
can  not  take  up  all  these  things  at  once,  you  know.  Now,  I  have 
that  fact  established — the  custom  among  fire  insurance  companies — 
and  the  reason  for  that  custom  is  because  it  is  a  business  of  averages, 
as  is  no  other  business.  Life  insurance  is  not  a  business  of  average. 
They  will  tell  you  exactly  what  your  life  is  worth  to  a  five-cent  piece, 
if  they  can  get  your  age  and  previous  family  history  and  have  a 
doctor  to  examine  you.  It  is  very  uncomfortable  to  do  it,  but  they 
know  that,  and  they  can  do  it  with  you  or  with  me  or  with  anybody 
else.  You  can  not,  however,  do  that  in  the  fire  insurance  business. 
There  is  a  great  difference,  as  you  know.  Now,  the  dividends  that 
were  paid  in  1911,  or  were  declared  in  1911,  were  fully  and  thor- 
oughly justified  by  the  company's  business,  and  were  paid  out  of 
earned  surplus.  The  only  dividend  that  we  have  got  to  discuss  here 
is  the  dividend  of  6  per  cent,  being  at  the  annual  rate  of  12  per  cent — 
the  dividend  declared  and  paid  in  June.  The  company  had  lost  some 
money  in  the  early  months  of  1912.  It  was  impossible  to  know 
then,  as  we  know  now — as  we  knew  in  November — what  the  extent 
of  the  fire  losses  was,  but  the  company  had  at  that  time,  as  Price, 
Waterhouse  &  Co.'s  report  shows,  and  as  Mr.  Wolfe's  testimony 
shows,  an  earned  surplus  from  which  it  could  pay  that  dividend. 
Now,  here  comes  a  point — a  real  point — and  I  do  not  want  to  dodge 
it.  I  want  to  meet  it  right  in  the  face.  Was  that  dividend  paid  out 
of  earned  surplus,  as  a  bait  to  get  people  to  buy  stock  in  the  com- 
pany? Well,  is  there  a  particle  of  evidence  that  would  justify  such 
an  imputation  upon  the  board  of  directors  who  voted  that  dividend  ? 
You  will  see  who  that  board  of  directors  were ;  that  they  were  there ; 
that  they  canvassed  this  thing  carefully  as  to  whether  it  was  not 
their  duty  not  to  suspend  that  dividend  because  of  some  antecedent 
fire  losses. 

Mr.  Prouty.  What  about  the  one  passed  in  December  ? 

Mr.  Caeusi.  Now,  this  building  was  bought,  you  will  remember,  on 
the  29th  day  of  October,  and  by  the  purchase  of  this  building  there 
was  added  some  $210,000  to  the  book  or  the  real  or  whatever  you 
choose  to  call  it,  value  of  the  assets  of  that  company.  To  us  that  was 
a  real  profit,  and  it  is  still  to  us  a  real  profit.  We  believe  in  it,  and 
the  evidence  shows  that  we  are  right,  and  I  am  going  to  leave  it  to 
Mr.  Douglas  here  to  remove  the  last  lingering  shadow  of  a  little  doubt 
in  anybody's  mind  as  to  what  that  property  is  worth.  That  profits — 
and  it  was  properly  called  a  profit — Mr.  Best,  the  arch  critic,  ad- 
mitted, without  equivocation,  that  that  was  properly  called  a  profit 
by  a  fire  insurance  company,  and  that  under  every  conventional 
form  of  statement  it  could  not  be  called  anything  else  in  fire  insur- 
ance language.  The  profit  on  that  building  not  only  made  up  for  all 
the  fire  losses,  but  left  that  company  over  $100,000  ahead  of  the  game, 
and  by  "  ahead  of  the  game  "  I  mean  ahead  of  all  that  they  had  taken 
in  from  premium,  on  sale  of  stock,  or  otherwise.  Now,  of  course,  it 
may  be  said,  "  Why  did  you  buy  that  building?  Because  you  had  fire 
losses  and  wanted  to  cover  them  up  ?  "  Well,  you  can  not  buy  a 
building  of  that  kind  at  that  price  just  on  five  minutes  notice  because 
you  happen  to  want  it.  That  building  was  bought  because  they  hap- 
pened to  have  an  opportunity  to  purchase  it  at  that  time,  and  with 
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no  other  idea  in  mind  except  the  sole  idea  that  we  were  able  to  make 
for  our  stockholders,  in  an  absolutely  legitimate  way,  many  hundreds 
of  thousands  of  dollars,  and  I  will  not  insult  the  gentlemen  with 
whom  I  was  associated  by  saying  we  preferred  to  let  the  stockholders 
make  it  instead  of  making  it  ourselves,  as  we  might  have  done.  Now, 
this  paragraph — the  paragraph  to  which  I  referred,  Mr.  Redfield, 
from  the  report  of  Price.  Waterhouse  &  Co.  is  as  follows : 

In  considering  the  question  of  the  dividends  paid  it  must  be  borne  in  mind 
that  these  dividends  were  declared  in  June  and  that  the  full  extent  of  the  losses 
disclosed  by  the  accounts  at  the  end  of  the  year  were  not  known  at  the  time 
the  dividend  was  declare.  A  rough  estimate  of  the  position  at  May  31  shows 
that  the  company  had  sustained  a  loss  on  the  operations  for  the  first  five  months 
of  the  year,  and  under  these  circumstances  the  policy  of  declaring  a  6  per  cent 
semiannual  dividend  is,  in  our  opinion,  open  to  question. 

That  is  at  page  1817  of  the  printed  record.  Of  course,  matters  of 
policy  are  always  open  to  question. 

The  Chairman.  Mr.  Carusi,  I  must  go  now ;  and  I  will  leave  the 
other  gentlemen  of  the  committee  here. 

Mr.  Carusi.  I  have  completed,  Mr.  Chairman. 

Mr.  Redfield.  I  move  the  committee  adjourn  until  half -past  9 
o'clock  to-morrow  morning. 

The  motion  to  adjourn  was  seconded  and  carried,  and  the  committee 
thereupon  adjourned  until  Thursday,  February  6,  1913,  at  9.30  o'clock 


SuBCO^miTTEE  OF  THE 

C<«f^riTTEE  C)^^  THE  District  of  Columbia, 

House  of  Representatives, 
Washington,  D.  O.,  Thursday,  February  6, 1913. 
The  subcommittee  this  day  met,  Hon.  Ben  Johnson   (chairman) 
presiding. 

Mr.  Johnson.  I  desire  to  have  inserted  in  the  record  certain  letters 
received  from  the  American  Security  &  Trust  Co.,  the  Union  Trust 
Co.,  the  Riggs  National  Bank,  and  the  National  Savings  &  Trust  Co. ; 
also  affidavits  made  by  Alfred  M.  Best  and  Louis  D.  Amonson. 

Said  letters  and  affidavits  follow : 

American  Security  &  Trust  Co., 
Washington,  D.  C,  January  30,  1913. 
Hon.  Ben  Johnson, 

Chairman  Committee  on  the  District  of  Columbia, 

United  States  House  of  Representatives,  City. 
Dear  Sir:  I  am  in  receipt  of  yours  of  the  29th  instant,  and  in  reply  beg  to 
inclose  you  copy  of  a  letter  written  by  me  to  Commissioner  Rudolph,  under  date 
of  January  3,  which  answers  the  first  question  put  by  you. 

As  I  understand  your  second  question,  you  desire  to  know  the  total  receipts 
I'eceived  by  "  this  company  "  from  insurance  business.  I  therefore  give  you  the 
following  figures  for  the  year  1912,  which  are  correct  as  to  commissions  re- 
ceived and  approximately  correct  as  to  premiums  received : 

Total  premiums  received  In  1912,  about $9,  500.  00 

Total  commissions  received  from  insurance  business  in  1912 1, 656.  01 

I  may  state  that  after  paying  our  license  fee  as  insurance  brokers  and  clerk 
hire  there  is  practically  no  net  profit  from  this  branch  of  our  business.  Our 
main  object  in  acting  as  insurance  brokers  is  to  enable  us  to  keep  a  close  watch 
an  the  character  of  insurance  offered  us. 
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The  total  amount  of  insurance  carried  by  us  is  approximately  $14,500,000, 
divided  as  follows : 

On  estates  in  our  care $5,500,000 

On  real  estate  loans 9,000,  OOfl 

Trusting  this  information  is  what  you  desire,  yours,  faithfully, 

O.  J.  Bell,  President. 

January  3,  19ia 
Hon.  CuNo  H.  Rudolph, 

District  Building,  City. 

Deae  Mb.  Rudolph  :  My  attention  has  been  called  to  the  valuation  put  upon 
the  real  estate  belonging  to  this  company,  as  shown  on  page  33  of  the  report  ol 
the  subcommittee  in  the  insurance  investigation,  by  which  it  appears  that  the 
Indicated  true  value  of  our  real  estate  is  $691,246,  while  it  is  carried  on  the 
books  of  this  company  at  $750,000. 

I  desire  to  call  your  attention  to  the  inclosed  memorandum  giving  a  state- 
ment of  facts,  by  which  you  will  see  that  in  our  reports  the  item  of  $750,00C 
Includes  personal  property  to  the  value  of  over  $96,000,  and  that  the  indicated 
value  is  more  instead  of  less  than  the  original  cost. 

I  would  also  call  your  attention  to  the  fact  that  in  addition  to  the  sum  ol 
$6,912.47  paid  by  this  company  during  the  past  fiscal  year  for  taxes  on  real 
estate,  we  also  paid  the  sum  of  $42,965.25  in  lieu  of  personal  taxes,  said  amouni 
being  6  per  cent  based  on  the  gross  earnings  of  this  company  for  the  year  end- 
ing June  30,  1911.  Included  in  the  said  gross  earnings  is  the  sum  of  $132,443 
paid  by  us  as  interest  to  our  depositors,  which  was  not  contemplated  when  the 
act  was  passed,  as  can  be  shown  by  the  report  of  the  hearings  on  the  subject 
but  has  been  arbitrarily  added  by  the  assessor  of  the  District  over  the  protest 
of  the  financial  institutions  involved. 

As  the  hearing  has  become  a  matter  of  public  record  in  the  District  of  Co- 
lumbia, I  would  appreciate  your  seeing  to  it  that  this  letter  and  the  accom- 
panying statement  get  on  the  records. 

Yours,  faithfully,  ,  President. 


[American  Security  &  Trust  Co.] 

Statement  of  original  cost  of  real  estate  and  indicated  vaUic  thbrcaj  based  o> 

assessment. 


Original  cost. 


Indicated 
trae  value. 


Land 

Building.. 


J368,131.00 
314,745.87 


$422,446.0 
268,800.0 


Cost  of  furniture,  fixtures,  and  vaults  not  subject  to  taxation,  the  law  pro- 
vidins  tliat  trust  companies  pay  6  per  cent  on  their  gross  earnings  in  lieu 
of  personal  taxes  (see  see.  730  of  the  Code  of  the  District  of  Columbia  as 
amended  by  act  ol  Congress  July  1, 1902) 


682,876.87 


96,250.26 


691,246.0 


Less  charged  off  for  depreciation 

Banking  house,  furniture,  fixtures,  and  vaults,  carried  on  books  of  company. 


779, 127. 13 
29, 127. 13 


750,000.00 


Union  T'rust  Co.  of  the  District  of  Columbia, 

Washington,  D.  C,  January  30,  1013. 
Hon.  Ben  Johnson, 

Chalrmnn  Committee  on  tJie  District  of  Golumhia, 

United  States  House  of  Reprcsenialires,  Wasliiiigion,  D.  0. 
Deae  Sikc  Complying  Avith  your  request,  I  take  pleasure  in  furnishing  yoi 
the  following  information : 

1.  In  the  report  of  the  Union  Trust  Co.  to  the  Comptroller  of  the  Currency 
November  26,  1912,  these  items  representing  cost  appear: 

Banking  house $1,  loi,  033.  H 

Furniture  and  fixtures 06,072.61 


1, 167, 106.  Z'i 
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Made  up  in  detail  i^s  follo^YS: 

Purchase  price  of  ground  occupied  by  office  building $321,000.00 

Paid  Georce  A.  Fuller  Co.,  contractors,  for  construction  of 

office  building 566,  947.  22 

Elevators,  .-irehitects'  fees,  decorating,  and  carrying  charges 

during  construction 64,  409.  92 

Purchnse  price  paid  for  Nos.  1502  and  1504  H  Street 14S,  403.  62 

Advance  fire  iiisurauce  praniiums  on  term  policies  on  build- 
ing    153.00 

Vault  work  and  office  fixtures 66,  072.  01 


1, 167, 106.  37 

2.  The  Union  Trust  Co.  does  not  write  flre  insurance.  Business  of  that  char- 
acter coming  to  it  is  turned  over  to  the  Thomas  J.  Fisher  &  Co.  (Inc.). 

That  company  has  furnished  me  with  the  list  given  below,  covering  all  pre- 
miums collected  and  companies  in  which  risks  were  written  by  its  insurance 
department  for  the  calendar  j'ear  1912: 

Springfield  Fire  &  ilarine  Insurance  Co.,  of  Springfield,  Mass $12, 160,  62 

Northern  Assurance  Co.  (Ltd.),  of  London,  E;igland 4,475,22 

Connecticut  Fire  Insurance  Co.,  of  Hartford,  Conn 2,  890,  70 

Georgia  Home  Insurance  Co.,  of  Columbus,  Ga 2,634.83 

Prussian  National  Insurance  Co.,  of  Stettin,  Germany 2,176.39 

Old  Colony  Insurance  Co.,  of  Boston,  Mass 1,929.19 

Comnierci:il  Union  Assurance  Co.  (Ltd.),  of  London,  England 606.03 

Royal  Insurance  Co.  (Ltd.),  of  Liverpool,  England ,.-  303.23 

27, 176.  21 

o.  The  Taiion  Trust  Co.  owns  10  shares  more  than  half  of  the  stock  of  the 
Thomas  J.  Fisher  iV:  Co.  (Inc.),  and  therefore  controls  that  company.  The 
stock  was  acquired  some  32  years  ago  in  order  to  secure  a  fully  equipped  and 
going  real  estate  department  for  the  Union  Trust  Co.  instead  of  undertaking  to 
build  up  a  new  one  of  its  own. 

This  stock  was  liought  iiy  the  Union  Trust  Co.  at  par,  and  cost  $101,000.  The 
excess  of  dividends  over  G  jier  cent  per  annum  on  the  original  investment  has 
reduced  the  purchase  price  to  the  Union  Trust  Co.  to  $35,000,  at  which  it  is 
now  carried. 

^'ery  truly,  yours,  TCdward  ,I.  SxELLWAOEtf. 

The  Rickjs  .X.vtional  I'.ank  of  Washington,  D.  C, 

Washington,  D.  C,  Jiinuiirii  30,  1913. 
Hon.  Ben  Johnson, 

Chairman  Vommittee  tin  the  District  of  Columbia, 

House  of  Representatives,   Washington,  D.  G. 
Dear  Sir:  I  am  in  receipt  of  your  letter  of  the  29th  instant  asking  me  to 
state  accurately  the  figure  at  which  the  real  property  of  the  Riggs  National 
Bank  is  carried  as  an  asset  in  its  reports  to  the  Comptroller  of  the  Currency. 

In  reply.  I  would  advise  you  that  our  banking  house  is  carried  on  our  books 
at  $346,434,115,  which  is  the  figure  reported  to  the  Comptroller  of  the  Currency. 
You  also  inquired  as  to  the  receipts,  if  any,  either  directly  or  indirectly, 
derived  from  the  fire  insurance  business  by  this  bank.  In  reply  Lo  this  inquiry, 
I  desire  to  state  that  the  Riggs  National  Bank  does  not  derive,  directly  or 
indirectly,  anything  whatever  from  the  fire  insurance  business. 
Very  respectfully,  yours, 

CiiAS,  C.  Glovkk,  President. 


X.VTIO.NAL  S.WINGS  &  TrU.ST  CO., 

Washington,  D.  C,  January  30,  1913.  - 
Hon.  Ben  Johnson, 

Chairman   Committee  on  the  District  of  ColumTjia. 

House  of  Rrpresentaticcs.   Waxhinglon,  D.  C. 

Dear  Sir:  In  reply  to  your  letter  of  yesterday,  and  the  telephone  message 

which  I  received  this  morning  from  the  clerk  of  your  committee,  I  write  to 

advise  you  that  the  real  estate  owned  by  this  company,  in  which  its  busine.=!S 

is  conducted,  at  the  corner  of  Fifteenth  Street  and  New  York  Avenue  NW., 
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this  city,  is  carried  as  an  asset  at  $659,000.  That  is  the  amount  stated  by  me 
to  be  the  figure  at  which  the  property  was  carried  when  I  testified  before  your 
committee  on  the  second  of  this  month. 

The  receipts  of  tliis  institution  from  Are  insurance  commissions  for  the  past 
three  years  are  the  following  : 

3910 iF966 

]911 . 893 

1912 1,262 

These  commissions  are  obtained  very  largely  from  fire  insurance  policies 
written  in  connection  with  real  estate  loans  made  by  this  company ;  in  other 
words,  this  company  is  not  actively  engaged  in  the  fire  insurance  business,  nor 
has  it  ever  been  so  engaged. 

Very  respectfully,  Wm.   D.   Hoover. 

AFFIDAVIT. 

In  the  matter  of  the  investigation  of  insurance  companies  and  office  of  com- 
missioner of  insurance  in  the  District  of  Columbia. 

State  of  New  Tobk, 

County  of  New  York,  ss: 

Alfred  M.  Best,  being  duly  sworn,  says :  I  am  president  of  Alfred  JI.  Best  Co. 
(Inc.),  publishers  of  Best's  Insurance  Reports  and  numerous  other  publications, 
which  makes  a  business  of  reporting  upon  the  financial  condition,  reputation, 
and  methods  of  insurance  concerns  of  all  classes. 

I  have  read  the  testimony  of  James  F.  Stone,  president  of  the  American  Union 
Fire  Insurance  Co.,  of  Philadelphia,  before  the  subcommittee  conducting  the 
above  inquiry,  which  testimony  appears  on  pages  1926  to  1929,  inclusive,  of  the 
printed  record,  being  No.  26,  embracing  the  testimony  given  on  January  30,  1913. 

The  entire  statement  made  by  Stone  concerning  a  conversation  alleged  to 
have  occurred  between  Stone  and  myself  at  my  office  is  false  in  every  particular. 
It  is  true  that  I  had  two  or  three  interviews  at  my  ofiice  with  Stone  pursuant 
to  requests  made  by  him  for  appointments.  I  had  previously  learned  that 
Stone  had  solicited  and  secured  subscriptions  aggregating  over  $40,000  for  stock 
of  the  American  Union  Fire  Insurance  Co.  from  Frank  H.  Ross,  an  Insurance 
agent  in  this  city,  and  that  Stone  had  concurrently  agreed  that  Ross  should 
have  the  exclusive  representation  of  the  company  in  the  Metropolitan  district, 
jnclnding  New  York  City,  when  the  company  had  completed  organization.  I 
had  also  learned  that,  in  violation  of  this  agreement.  Stone  had  solicited  and 
secured  from  the  firm  of  Whilden  &  Hancock,  insurance  agents  of  this  city,  a 
subscription  for  stock  of  the  American  Union  Fire,  and  had  concurrently  agreed 
to  give  that  firm  the  exclusive  representation  of  the  company  in  the  Metropol- 
itan district  when  it  had  completed  its  organization. 

I  had  also  learned  that  a  subscription  for  stock  of  the  American  Union  had 
been  solicited  and  secured  by  Stone  from  the  general  agency  firm  of  Wakefield, 
Morley  &  Co.,  of  Hartford,  Conn.,  and  that  concurrently  Stone  had  agreed  that 
that  firm  was  to  have  the  exclusive  general  agency  for  the  company,  when 
formed,  for  the  whole  of  New  England.  I  had  also  learned  that,  in  violation  of 
this  agreement,  a  subscription  for  stock  had  been  solicited  and  secured  by 
Stone  from  the  insurance  firm  of  Ide  &  Sewall,  of  Boston,  Mass.,  and  that  con- 
currently Stone  had  promised  that  Ide  &  Sewall  should  have  the  exclusive  gen- 
eral agency  of  the  company  for  the  whole  of  New  England.  I  learned  more- 
over, that,  to  further  complicate  this  situation,  in  violation  of  both  agreements 
a  subscription  for  stock  had  been  solicited  and  secured  by  Stone  from  L  s' 
Jordan,  an  insurance  agent  of  Boston,  Mass.,  to  whom  Stone  had  promised  the 
local  agency  of  the  company  for  the  city  of  Boston. 

The  organization  of  the  American  Union  Fire  Insurance  Co.  was  pro-'ressinff 
throughout  1909,  and  early  in  1910  I  endeavored  to  secure  definite  information 
concerning  the  progress  made,  the  expense  of  selling  the  stock  and  other  mat 
ters  bearing  upon  the  question  of  the  good  faith  of  the  promotion  On  JIai'ch 
8,  1910,  I  addressed  to  the  company  a  communication,  of  which  the  followiiie-  i« 
a  full,  true,  and  correct  copy:  ^ 

"  We  have  had  considerable  correspondence  recently  with  your  company  our 
Inquiries  being  invariably  answered  by  Mr.  James  F.  Stone,  chairman  of  the 
organization  committee,  and  now  president  of  the  company  as  well.    If  you 
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will  refer  to  our  letters  of  last  month,  you  will  find  that  we  inquired  particu- 
larly concerning  the  deals  which  had  been  made  by  the  company,  or  by  Mr, 
Stone  in  its  behalf,  for  placing  agencies.  In  return  for,  or  in  connection  with, 
subscriptions  for  the  stock  of  the  company.  Complaints  and  criticisms  regard- 
ing the  methods  followed  in  this  particular,  and  also  concerning  the  statements 
which  hare  been  and  still  are  being  made  by  the  canvassers  for  stock  subscrip- 
tions, have  continued  to  reach  us  since  we  last  wrote  you,  and  we  are  address- 
ing this  communication  to  you  in  the  hope  that  some  definite  statement  may  be 
given  to  us  in  reply,  which  will  clear  up  the  matters  that  now  seem  to  us  open 
to  criticism,  and  which  have  so  appeared  to  various  inquiring  subscribers. 

"  One  of  the  most  important  criticisms  of  the  methods  which  have  been  fol- 
lowed in  organizing  the  company  has  to  do  with  the  placing  of  the  general 
agency  for  New  England  and  the  local  agency  in  Boston.  Messrs.  Wakefield, 
Morley  &  Co.,  of  Hartford,  have  been  good  enough  to  give  us  copies  of  the 
letters  which  passed  between  your  and  their  ofiice  immediately  following  the 
organization  meeting  at  Philadelphia  on  January  26.  Your  letter  to  them 
stated  that  they  were  to  have  a  general  agency  contract  for  the  whole  of  New 
England  for  a  period  of  five  years,  upon  certain  stipulated  terms.  We  are  in- 
formed upon  authority,  which  we  can  not  question,  that  there  is  in  existence,  or 
was  until  very  recently,  a  contract  with  Messrs.  Ide  &  Sewall,  of  Boston,  giving 
them  the  whole  of  New  England  under  a  general-agency  contract ;  and  this  con- 
tract, we  understand,  carried  with  it  a  subscription  for  a  considerable  amount 
of  stock.  Our  informant  has  seen  this  contract,  and  states  without  reservation 
that  it  is  signed  by  Mr.  Stone.  We  are  not  particularly  interested  In  the  ques- 
tion of  where  you  place  your  general  agencies,  provided  they  are  with  reputable 
and  competent  underwriters,  but  if  such  methods  have  been  followed,  it  is 
apparent  that  little  confidence  can  be  placed  in  the  management  of  your  com- 
pany, either  as  to  its  good  faith  or  good  sense.  We  have  already  received  a 
denial  from  Jlr.  Stone  that  any  such  contract  was  ever  made.  We  feel  that, 
in  the  light  of  the  information  which  we  have  since  obtained,  and  which  fuUy 
corroborates  that  which  was  in  our  possession  when  we  wrote  you  before,  a 
full,  complete,  and  unequivocal  explanation  is  due  us. 

"  We  are  also  informed  that  a  general-agency  contract  has  been  made  with 
Messrs.  Whilden  &  Hancock,  of  this  city,  covering  New  York,  New  Jersey,  and 
Pennsylvania  (with  the  excepti(ju  of  Philadelphia  and  Pittsburgh),  but  that 
in  spite  of  the  existence  of  this  contract  deals  have  been  made  with  two  other 
people  of  this  city,  each  of  whom  has  subscribed  for  a  substantial  amount  of 
stock,  with  the  understanding  that  he  is  to  receive  the  sole  representation  of  the 
company  here.  We  do  not  think  it  necessary  to  go  to  the  length  of  stating 
who  these  people  are  and  the  number  of  shares  for  which  they  have  subscribed, 
but  our  information  includes  those  details.  Here  also  we  think  that  an  ex- 
planation is  in  order. 

"  Salesmen  representing  your  company  are  soliciting  subscriptions  and  stating 
that  approximately  $1,000,000  in  bona  fide  subscriptions  have  been  obtained  by 
the  company.  Mr.  Stone  at  the  organization  meeting  stated  that  $833,000  of 
stock  had  been  subscribed  and  that  about  $120,000  more  was  subscribed  imme- 
diately after  the  meeting,  leaving  less  than  $50,000  to  be  placed  in  order  to 
complete  organization  with  $1,000,000  capital  and  surplus.  There  seems  to  be 
no  doubt  that  such  representations  have  been  used  by  the  stock  salesmen  in 
obtaining  subscriptions.  We  have  been  informed  that  nothing  like  the  amount 
stated  has  been  obtained  in  collectible  subscriptions.  For  that  reason  we 
asked  for  a  statement  of  the  exact  number  of  shares  subscribed  and  the  amount 
actually  paid  in  thereon,  but  this,  Mr.  .Stone  stated,  he  could  not  furnish  and 
did  not,  in  any  event,  think  that  it  would  be  wise  to  do  so  until  the  company 
had  completed  its  organization. 

"Taken  together,  these  persistent  reports — in  some  cases,  as  stated  above, 
backed  by  substantial  documentary  evidence— indicate  that  the  business 
methods  pursued  by  the  organizers  of  the  company  are  such  that  tbey  do  not 
merit  the  confidence  of  the  public.  We  are,  therefore,  addressing  this  com- 
munication to  you  in  order  that,  if  you  desire,  an  equally  frank  response  may 
be  made ;  for  it  is  evident  that  if  even  ;i  small  part  of  these  derogatory  reports 
are  well  founded  the  company  will  not  deserve  a  good  report  as  to  its"  manage- 
ment when  it  finally  completes  organization  and  begins  issuing  policies." 

Stone  replied  to  the  above  letter  and  solicited  an  interview,  which  took  place 
at  my  office  on  JIarch  17,  1910.  He  exhibited  correspondence  bearing  upon  the 
controversies  above  outlined.  He  then  claimed  that  he  and  his  associates  had 
about  completed  arrangements  to  obtain  control  of  another  company    (a  fir« 
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insurance  company),  to  be  operated  from  tlie  same  office  and  with  the  same 
staff  and  traveling  men  as  tlie  American  Union  Fire  Insurance  Co. ;  and  that 
it  was  the  New  England  general  agency  of  the  second  company  which  had  been 
promised  to  Messrs.  Ide  &  Sewall,  of  Boston.  Later  I  learned  that  this  was 
untrue;  that  the  contract  with  Ide  &  Sewall  specifically  mentioned  the  Ameri- 
can Union  Fire  Insurance  Co.  Stone  admitted  the  existence  of  conflicting 
agreements  with  Frank  H.  Ross  and  Whilden  &  Hancock. 

On  Mav  21. 1910,  Frank  H.  Ross  stated  to  me  in' person  that  because  of  Stone's 
double-dealing  he  had  demanded  the  return  of  .$42,500  paid  by  him  and  his 
friends  for  stock  of  the  American  Union  Fire  Insurance  Co.,  and  that  a  few 
days  before  our  interview  he  had  received  this  money  back,  payment  being 
made  by  a  personal  check  drawn  by  Stone  on  the  Mutual  Trust  Co.  of  Phila- 
delphia. ,  ^, 

When  I  learned  of  the  cancellation  of  this  large  subscription  and  the  return 
of  the  money,  I  pressed  Stone  for  a  statement,  in  figures  and  not  in  generalities, 
setting  forth  the  amount  of  bona  fide  subscriptions  for  stock  actually  secured 
and  the  amount  of  cash  actually  paid  thereon.  For  some  time  prior  to  the  talk 
with  Ross  I  had  endeavored,  without  success,  to  obtain  this  information.  Stone 
putting  me  off  on  one  excuse  or  another.  I  was  Insistent  in  the  request  for  this 
information  because  numerous  subscribers  to  my  reports  who  were  also  sub- 
scribers to  stock  of  the  American  Union,  and  who  had  been  promised  the  repre- 
sentation of  the  company  when  it  completed  organization,  had  similarly  en- 
deavored to  obtain  the  facts  concerning  the  promotion  and  had  been  put  off  in 
the  same  way.  They  had  therefore  urged  me  to  make  every  effort  to  obtain 
this  information,  there  being  no  legitimate  reason  why  it  should  not  be  fur- 
nished. Stone  having  stated  repeatedly  that  practically  the  whole  of  the  capital 
and  surplus  had  been  subscribed.  This  must  be  the  basis  for  the  false  state- 
ment made  by  Stone  that  I,  or  my  company,  demanded  a  list  of  the  stock- 
holders.   No  such  demand  or  request  was  ever  made. 

In  a  letter  to  me  dated  May  27.  1910,  Stone  said : 

"  The  information  you  ask  for,  namely,  the  exact  number  of  shares  subscribed, 
exact  amount  of  cash  collected,  and  expense  of  organization  to  date,  will  under 
no  circumstances  be  answered  until  our  subscriptions  are  completed." 

Replying  to  the  letter  from  which  this  extract  is  taken,  I  wrote  Stone  on  May 
28,  1910,  as  follows: 

"  Yours  of  the  27th  is  received  and  very  carefully  noted. 

"  I  think  that  you  misunderstand  my  attitude  in  this  matter.  If  is  impossible 
that  you  should  be  unaware  of  the  fact  that  you  have  been  the- subject  of  wide- 
spread and  serious  criticism  upon  various  grounds,  the  most  important  being 
alleged  misrepresentation  as  to  the  amount  of  bona  fide  subscriptions  secured 
and  cash  collected  thereunder;  and  the  additional  allegation  that  conflicting 
deals  had  been  made  involving  the  placing  of  agencies  for  the  same  territory  in 
connection  with  subscriptions  for  stock.  We  recognize  that  it  is  for  you  to 
determine  your  course,  but  we  have  in  the  conduct  of  our  business  come  in  con- 
tact with  scores  of  promotions,  and  invariably  definite  figures  showing  the  prog- 
ress -made  have  been  promptly  and  cheerfully  furnished  to  us  for  our  sub- 
scribers, save  in  a  few  instances  where  later  developments  showed  that  publica- 
tion of  the  facts  would  have  been  disastrous  to  the  efforts  of  the  organizers. 
This  fact  is  known  to  insurance  men  all  over  the  country  quite  as  well  as  it  is 
to'  us.  and,  consequently,  there  is  a  tendency  to  be  suspicious  when  general 
claims  are  made  by  persons  active  in  the  promotion  of  insurance  companies  who 
at  the  same  time  refuse  to  substantiate  these  claims  by  definite  statements  of 
facts  and  figures.  The  writer  has  given  you  ample  evidence  of  his  desire  to  be 
scrupulously  fair  to  you  in  sifting  the  various  criticisms  concerning  which  we 
have  corresponded  and  talked,  nnd  I  therefore  feel  you  will  appreciate  that  my 
insistence  on  the  wisdom  of  the  course  heretofore  suggested  is  not  prompted  by 
any  unfriendly  or  hypercritical  attitude.  If  you  could  have  read  all  the  letters 
which  we  have  received  regarding  your  methods  in  connection  with  the  promo- 
tion of  the  company,  and  listened  to  the  talks  which  we  have  hiid  with  persons 
directly  and  vitally  interested  in  its  successful  completion,  you  would  appreciate 
better  than  you  evidently  do  the  importance  of  the  whole  question." 

In  reply  to  this  letter  Stone  wrote  me  on  June  1,  1910,  in  part,  as  follows : 

"  Once  and  for  all,  let  me  write  it  as  emphatically  as  it  is  possible  for  huinaii 
l)eu  to  make  it:  AVe  have  no  dual  agencies." 

We  subsequently  received  documentary  proof  that  this  statement  was  delil> 
erately  false. 
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lu  liis  testiniouy  before  the  conmuttee  Stone  iutiniated  tluit  I  urged  biui  to  buy 
^10,000  worth  of  my  publications,  and  that  he  considered  this  n  holdup.  This 
testimony  referred  to  my  conversation  with  Stone  on  March  17,  1910.  In  his 
letter  to  me  of  June  1,  1910,  Stone  said : 

"  Taking  it  that  you  are  not  prompted  by  any  unfriendly  attitude,  and  I  be- 
lieve tliis,  why  not  believe  us  when  we  say  that  we  will  give  you  this  informa- 
tion when  we  feel  that  it  will  be  of  no  possible  service  to  our  competitors?" 

The  company  finally  completed  its  organization  and  secured  its  liceuse  from  the 
State  of  Pennsylvania  on  December  23,  1910,  and  began  issuing  policies  directly 
after  the  1st  of  January,  1911.  Reports  concerning  the  duplication  of  agency 
appointments  alleged  to  carry  with  them  the  sole  representation  of  the  company 
continued  to  reach  us.  and  we  finally  learned  that,  apparently  in  an  effort  to 
pacify  Messrs.  Ide  &  Sewall,  of  Boston  (to  whom  Stone  had  promised  the  gen- 
eral agency  of  the  American  Union  Fire  Insurance  Co.  for  all  of  New  England, 
which  contract  he  was  unable  to  carry  out  because  of  the  similar  contract  pre- 
^iously  made  with  Wakefield,  Morley  &  Co.,  of  Hartford),  Stone  had  made  a 
contract  with  Ide  &  Sewall,  appointing  them  general  agents  over  New  England 
for  the  American  Union  Underwriters,  under  which  title  it  was  proposed  that 
the  company  should  issue  an  entirely  separate  and  distinct  series  of  policies. 
To  this  Wakefield,  Jlorley  &  Co.  objected,  because  their  contract  provided  that 
all  business  written  by  the  American  Union  Fire  in  New  England,  directly  or  in- 
directly, must  be  through  them.  Stone  then  made  a  third  contract  with  Ide  & 
Sewall,  which  he  signed  as  an  individual,  appointing  Ide  &  Sewall  general 
agents  for  the  whole  of  New  England  for  the  New  Zealand  Insurance  Co.,  an 
old  and  reputable  institution,  which,  howe\er,  has  never  transacted  any  business 
east  of  the  Kooky  Mountains,  and  which  never  gave  Stone  any  authority  what- 
ever to  represent  it  in  any  manner.  We  thereupon  addressed  to  the  company 
on  June  1,  1911,  the  following  communication  : 

"  We  have  before  us  the  following  facts,  which,  it  seems  to  us,  should  be  laid 
before  our  subscribers  as  having  a  distinct  bearing  upon  the  reliability  of  the 
management  of  your  company.  We  submit  these  facts  to  you  for  such  official 
statement  concerning  them  as  you  care  to  make: 

"  When  your  company  was  in  process  of  organization  it  was  reported  to  us 
that  two  general  agency  contracts  had  been  made  with  two  separate  firms, 
both  purporting  to  confer  a  general  agency  for  your  company  for  the  whole  of 
New  England.  In  both  cases  a  subscription  for  stock  was  an  Important  con- 
sideration in  the  granting  of  the  contract,  though  not  mentioned  in  the  written 
document. 

"  Upon  investigation  we  found  that,  in  fact,  a  contract  was  made  and  after- 
wards ratified  by  your  company  when  it  completed  organization,  appointing  the 
firm  of  Wakefield,  Morley  &  Co.,  of  Hartford,  Conn.,  general  agents  for  the 
American  Union  Fire  Insurance  Co.  for  the  whole  of  New  England,  under  a 
<'ontract  running  for  a  term  of  years. 

"Another  contract  was  made  by  your  president,  James  F.  Stone,  as  chairman 
of  the  organization  committee,  with  the  firm  of  Ide  &  Sewall,  of  Boston,  Mass., 
appointing  them  general  agents  for  the  American  Union  Fire  Insurance  Co. 
for  the  whole  of  New  England. 

"Another  contract  was  made  with  Ide  &  Sewall,  appointing  them  general 
agents  for  the  whole  of  New  England  for  the  American  Union  Underwriters. 

"A  third  contract  was  made  with  Messrs.  Ide  &  Sewall,  signed  by  your  presi- 
dent, James  F.  Stone,  as  an  individual,  appointing  them  general  agents  for 
the  whole  of  New  England  for  the  New  Zealand  Insurance  Co.,  which  advises 
us  through  its  regularly  authorized  manager  in  San  Francisco  and  by  cable 
from  the  home  office  that  no  arrangement  was  ever  made  with  Mr.  Stone  to 
represent  the  company  in  any  capacity,  much  less  to  justify  the  execution  of 
-such  a  contract  as  we  have  just  referred  to. 

"  The  three  contracts  with  Ide  &  Sewall  have  been  examined  by  our  Boston 
representative  in  person. 

"  We  have  not  seen  the  contract  with  Wakefield,  Morley  &  Co.,  but  assume 
that  it  is  in  existence  from  the  fact  that  that  firm  has  shown  us  correspondence 
with  Mr.  Stone  and  with  your  company  bearing  upon  that  appointment,  and 
the  further  fact  that  the  firm  is  now  acting  as  your  general  agent  in  New 
England. 

"  We  may  add  that  some  time  ago  we  addressed  a  communication  to  Mr. 
Stone,  asking  for  a  statement  in  explanation  of  these  matters,  which  he  refused 
to  make,  on  the  ground  that  they  were  private  affairs — a  view  which  we  can 
not  share,  considering  that,  on  the  contrary,  they  have  decided  public  interest, 
particularly  to  agents  and  policy  holders  of  your  company. 
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"^e.will  give  careful  consideriitinn  to  any  statement  that  you  desire  to 
make  in  tlie  premises." 

Stone  desired  to  come  to  my  office  and  malie  a  verbal  statement  concerning 
these  matters,  which  I  refused  to  accept,  in  view  of  my  past  experiences  with 
him.  On  July  5,  1911,  nearly  five  weeks  after  my  letter  was  written,  he  wrote 
me  as  follows: 

"Personally  I  exhibited  to  you  letters  which  passed  between  Ide  &  Sewall,  of 
Boston,  Mass.,  and  myself,  in  which  the  American  Union  figured  in  name  only, 
and  not  as  an  absolute  agreement  with  these  people,  and  for  your  Information 
might  further  state  that  all  the  stock  they  had  in  this  company  was  20  shares, 
or  an  investment  of  $1,000.  We  did  afterwards  make  an  agreement  with  them 
for  a  proposed  '  Underwriters'  policy,'  to  be  called  the  'Ameriean  Union  Under- 
writers.' It  is  a  fact  that  the  imderslgned  has  been  negotiating  with  the  New 
Zealand  Insurance  Co.  for  the  eastern  general  agency,  and  it  was  distinctly 
understood  that  if  such  general  agency  was  obtained  Ide  &  Sewall  were  to 
receive  the  New  England  appointment.  It  was  also  distinctly  understood  that 
I  did  not  have  such  an  appointment ;  letters  have  passed  between  us  to  prove 
It,  and  at  least  Mr.  Sewall  knew  it,  and  it  is  quite  natural  that  the  New  Zealand 
people  gave  you  no  information  on  the  subject,  as  it  would  not  be  proper  to  talk 
about  a  proposed  general  agency  that  was  not  finally  consummated.  I  wish  it 
distinctly  understood  that  I  never  claimed  to  represent  this  agency  nor  ever 
issued  what  could  be  called  contracts  appointing  them. 

"  The  firm  of  Ide  &  Sewall,  as  you  well  know,  have  dissolved  partnership, 
and  even  though  we  had  any  contracts  it  is  impossible  for  them  to  carry  out 
any  firm  agreements.  I  did  not  deal  T\-ith  these  gentlemen  at  any  time  in- 
dividually but  as  a  firm  and  have  said  and  done  nothing  but  what  each  of 
us  thoroughly  understood." 

I  know  from  a  report  to  me  by  my  Boston  correspondent,  who  personally 
examined  the  three  contracts  in  question,  that  the  above  statement  by  Stone 
is  false;  that  he  did,  in  fact,  execute  three  contracts  appointing  Ide  &  Sewall 
successively  agents  of  the  American  Union  Fire,  the  American  Union  Under- 
writers, and,  finally,  the  New  Zealand  Insurance  Co.,  though  he  admits  that 
he  never  had  authority  to  act  for  the  last. 

An  article  embodying  the  above  facts  was  prepared  by  me  to  be  printed 
in  Best's  Insurance  News  for  August,  1911,  and  certain  general  agents  of  the 
American  Union  Fire,  who  were  also  stockholders  and  directors,  were  called 
in  to  discus  the  situation.  They  earnestly  requested  us  not  to  print  the  article, 
for  fear  that  it  might  unnecessarily  inj-ure  the  stockholders;  and  upon  their 
assurances  that  they  were  following  the  affairs  of  the  com])any  very  closely 
and  would  not  permit  anything  to  be  done  by  Stone  which  would  be  to  the 
detriment  of  the  policyholders  or  stockholders,  we  agreed  not  to  publish  the 
facts  at  that  time.  I  regret  that  the  false  and  malicious  statement  made  by 
Stone  makes  it  necessary  for  me  to  publish  these  facts  now  in  order  to  show 
the  reason  for  his  enmity  toward  me  and  his  utter  unreliability. 

Alfred  M.  Best. 

Sworn  and  subscribed  before  me  this  14th  day  of  February,  A.  D.  1913. 
[SEAL.]  F.  L.  Randall, 

Notary  Public,  Kings  County. 
Certificate  filed  in  Neiv  York  County,'  7!>. 


In  the  matter  of  investigation  of  insurance  companies  and  oflice  of  commis- 
sioner of  insurance  in  the  District  of  Columbia. 

State  op  Pennsylvania,  County  of  Philadelphia: 

Louis  S.  Amonson,  being  duly  sworn,  deposes  and  says  on  the  27th  day  of 
January,  1913,  I  received  a  telephone  call  from  Mr.  Frederick  S.  Dudley,  of 
Tuttle,  Wightman  &  Dudley  (Inc.),  Washington,  D.  C,  asking  me  for  an 
appointment,  which  was  made  for  the  same  evening  at  7  p.  m.  at  the  Plotel 
Walton. 

Mr.  Dudley  was  a  stranger  to  me,  but  was  introduced  by  Mr.  Robert  S. 
Dearden,  jr.,  of  the  United  States  Review,  im  insurance  journal  published  in 
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this  city.  Mr.  Dudley  said  lie  liad  been  informed  on  good  auttiority  that  the 
People's  National  Fire  Insurance  Co.  or  myself  had  been  held  up  for  a  financial 
contribution  in  some  form  by  the  Alfred  M.  Best  Co.  (Inc.).  of  New  York,  pub- 
lishers of  Best's  Insui'ance  Reports,  and  other  publications,  and  asked  me  if  I 
would  be  willing  to  go  before  the  investigating  committee  of  the  House  of  Kep- 
resentatires  at  Washington,  and  testify  to  the  extortion  lie  understood  we  had 
been  submitted  to  by  the  Alfred  M.  Best  Co.  (Inc.). 

I  told  Jlr.  Dudley  that  I  had  no  objection  whatever  to  appearing  before  the 
committee,  but  that  the  testimony  I  would  be  obliged  to  give  would  not  be  of 
the  kind  that  would  assist  him  in  making  his  point,  because,  as  a  matter  of  fact, 
there  had  been  no  extortion  practiced  of  any  kind,  either  upon  myself  or  the 
People's  National  Fire  Insurpnce  Co.,  and  that  the  only  subscription  or  con- 
tribution which  we  had  made  to  the  Alfred  il.  Best  Co.  (Inc.)  consisted  of  the 
annual  subscription  to  their  reports  on  insurance  companies,  aggregating  about 
$20  per  annum.  Mr.  Dudley  agreed  that,  under  the  circumstances,  it  Was  not 
necessary  for  me  to  appear  before  the  committee  and  the  matter  was  dicipped. 

I  have  since  boeii  shown  the  testimony  given  at  the  hearing  before  the  com- 
mittee on  January  SO,  1913,  by  Mr.  James  F.  Stone,  president  of  the  American 
Union  lire  Insurance  Co.,  of  Philadelphia,  pages  1026-1928.  in  which  he  states 
that  Mr.  Best,  in  an  interview  in  the  office  of  the  A.  j\l.  Best  Co.,  in  New 
Xork,  advised  him  of  the  fact  that  I  had  subscribed  to  1,000  copies  of  his  books, 
at  a  cost  of  $10  each,  and  thought  it  would  be  a  very  nice  thing  if  he  could  do 
practically  the  same  thing. 

This  statement,  as  far  as  the  People's  National  Fire  Insurance  Co.  is  con- 
cerned, or  as  far  as  I  am  persouiUly  concerned,  is  absolutely  untrue  and  has 
no  basis  in  fact.  Neither  myself  or  the  company  of  which  I  am  president,  nor 
any  other  company  with  which  I  am  connected,  has  ever  been  submitted  to  any 
extortion  in  any  way,  shape,  manner,  or  form  by  the  Alfred  M.  Best  Co.  (Inc.), 
and  the  only  contributions  or  subscriptions  which  have  been  made  by  me  or  the 
company  from  the  time  of  our  organization  to  the  present  date  are  limited  to 
an  annual  subscription  for  one  copy  of  their  publications,  which  is  subscribed 
to  by  practically  all  of  the  insurance  companies  in  the  country,  and  the  total 
payment  made  by  the  People's  National  Fire  Insurance  Co.  to  the  Alfred  M. 
Best  Co.  (Inc.)  during  the  years  l!)ti'<,  1909,  1!>10,  1911,  and  1912  aggregates  the 
sum  of  $84.40. 

So  far  as  the  People's  National  Fire  Insurance  Co.  is  concerned,  we  have 
never  requested,  and  we  have  never  received,  any  special  favor  or  consideration 
at  the  hands  of  the  Alfred  M.  Best  Co.  (Inc.)  in  their  publications  or  their 
reports.  No  attempt  has  been  made  to  extort  money  from  us  by  this  concern  for 
the  purpose  of  securing  a  favorable  report.  On  the  contrary,  we  have  sometimes 
complained  that  the  Alfred  M.  Best  Co.  (Inc.)  might  have  been  a  little  more 
generous  without  being  unfair  in  their  comments  upon  our  business  progress. 

I  am  greatly  surprised  that  such  testimony  should  have  been  handed  in  to  the 
comjnittee  by  Mr.  .Stone,  especially  after  Mr.  Dudley  had  learned  from  me 
personally  that  there  was  no  truth  whatever  in  the  allegation. 

Louis  S.  Amonson. 

Sworn  and  suliscribed  befoie  me  this  11th  day  of  February,  \.  D.  1913. 

[seal.]  J.\mes  C.  Clabk, 

Notary  Public. 
My  commission  expires  February  1.5,  191.5. 

State  of  Pennsylvania.  County  of  Philadelphia,  ss: 

I,  Henry  F.  Walton,  piothonotary  of  the  county  of  Philadelphia  and  clerk  of 
the  courts  of  common  pleas  of  said  county,  which  are  courts  of  record  having 
a  common  seal,  being  the  officer  authorized  by  the  laws  of  the  State  of  Pennsyl- 
vania to  make  the  following  certificate,  do  certify  that  James  C.  Clark,  Esq., 
before  whom  the  annexed  affidavit  was  made,  was  at  the  time  of  so  doing  a 
notary  public  for  the  Commonwealth  of  Pennsylvania,  residing  in  the  county  of 
Philadelphia,  duly  commissioned  and  qualified  to  administer  oaths  and  affirma- 
tions and  to  take  acknowledgments  and  proofs  of  deeds  or  conveyances  for 
lands,  tenements,  and  hereditaments  to  be  recorded  in  said  State  of  Pennsyl- 
vania, and  to  all  whose  acts,  as  such,  full  faith  and  credit  are  and  ought  to  be 
given,  as  well  in  courts  of  .iudicature  as  elsewhere  :  and  that  I  am  well  acquainted 
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with  the  handwriting  of  the  said  notary  public  and  verily  believe  his  signature 
thereto  is  genuine,  and  that  said  oath  or  affirmation  purports  to  be  taken  in 
all  respects  as  required  by  the  laws  of  the  State  of  Pennsylvania. 

In  testimony  whereof,  I  have  hereunto  set  my  hand  and  affixed  the  seal  of 
said  court  this  11th  day  of  February,  A.  D.  1913. 

PlENBY  F.  Walton, 

Prothonoiary. 

Mr.  Johnson.  Judge  Prouty,  as  you  gentlemen  are  advised,  is  not 
here.  We  have  endeavored  in  every  way  to  communicate  with  him, 
but  can  not.  He  had  a  chill  day  before  yesterday,  and  therefore  the 
natural  presumption  is  that  he  is  sick  this  morning,  and  that  accounts 
for  his  absence.  Only  Mr.  Berger  and  myself  are  present.  We  do 
not  constitute  a  quorum,  and  for  that  reason  it  is  suggested  by  Mr. 
Berger,  and  I  agree  with  him,  that  we  should  adjourn  to  some  future 
time,  at  which  the  argument  of  counsel  may  be  proceeded  with.  Now, 
Mr.  Berger  and  I,  although  not  being  a  quorum  under  the  general 
parliamentary  laws,  can  adjourn  to  any  fixed  time,  so  we  will  consult 
with  you  gentlemen  as  to  the  time. 

Mr.  Douglas.  What  day  will  suit  you  ? 

Mr.  Johnson.  The  forenoon  of  any  day  on  which  the  House  meets 
at  12  o'clock  will  suit  me ;  but  we  can  not  foresee  on  what  days  Con- 
gress will  meet  so  late  as  12  o'clock  during  the  remainder  of  the  ses- 
sion. That  happens  to  be  the  case  to-day,  but  we  can  not  foresee 
that  will  be  the  case  to-morrow.  So  you  can  see  we  are  very  much 
handicapped  in  being  able  to  fix  a  time. 

Mr.  Douglas.  What  about  to-night?  Do  you  think  there  will  be 
a  session  of  the  House  to-night  ? 

Mr.  Johnson.  My  guess  would  be  that  there  would  not  be  a  night 
session  to-night.  I  would  suggest  that  we  try  to  take  up  the  matter 
of  argument  to-morrow  morning  at  9.30.  It  may  be  that  during  the 
day  we  can  ascertain  whether  Judge  Prouty  will  be  able  to  be  present 
or  not;  if  we  learn  he  will  not  be  able  to  be  present,  we  will  advise 
you  gentlemen  over  the  telephone. 

Mr.  Carusi.  And  then  fix  another  time. 

Mr.  Johnson.  And  then  fix  the  argument  for  some  other  day.  In 
other  words,  Mr.  Berger  and  I,  the  only  two  members  of  the  com- 
mittee who  are  present,  are  very  anxious  indeed  to  conclude  the  mat- 
ter; so  if  that  arrangement  suits  you  gentlemen,  we  will  adjourn 
until  9.30  o'clock  to-morrow  morning  and  do  the  best  we  can. 

Mr.  Caeusi.  And  if  Judge  Prouty  can  not  get  here,  and  that  is 
definitely  known,  we  are  to  have  telephonic  notice  and  then  a  new 
time  fixed. 

Mr.  Johnson.  Does  that  suit  you,  Mr.  Berger? 

Mr.  Berger.  Absolutely. 

Mr.  Rudolph.  Might  I  suggest  that  to-morrow  is  District  day  and 
that  there  is  a  committee  meeting  ? 

Mr.  Johnson.  That  is  true. 

Mr.  Berger.  Let  us  adjourn  until  to-morrow  night. 

Mr.  Johnson.  That  suits  me;  to-morrow  night  at  8  o'clock. 

Mr.  Douglas.  Well,  that  will  suit  us. 

Mr.  Johnson.  We  will  adjourn,  with  that  understanding,  until 
to-morrow  night  at  8  o'clock. 
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Subcommittee  of  the 
comjiittee  on  the  dlsltuct  of  columbia, 

House  of  Representatives, 
Washington,  D.  C,  February  10,  1913. 
The  subcommittee  met  at  8.30  o'clock  p.  m.,  Hon.  Ben  Johnson 
(chairman)  presiding. 

Mr.  Johnson.  The  committee  will  come  to  order. 

Mr.  Bergek.  Mr.  Chairman,  the  motion  of  the  attorneys  for  the 
defense  that  the  gentleman  from  New  York,  Mr.  Redfield,  do  not  par- 
ticipate in  the  decision  of  the  Subcommittee  of  the  District  of  Colum- 
bia in  this  investigation  compels  me  to  make  a  short  statement. 

To  begin  with,  the  attorneys  do  not  state  the  case  correctly  when 
they  designate  this  committee  as  a  Subcommittee  of  the  District  of 
Columbia. 

We  are  charged  by  the  House  of  Representatives  directly  with  the 
duty  of  investigating  the  office  of  the  commissioner  of  insurance  in 
the  District  of  Columbia,  the  Commercial  Fire  Insurance  Co.,  the 
First  National  Insurance  Co.,  the  firm  of  Tuttle,  Wightman  &  Dud- 
ley (Inc.),  their  business  transactions  and  their  history,  and  we  are 
to  report  our  findings  to  the  House  directly. 

This  is  not  a  court ;  this  is  a  congressional  investigation  committee. 
Every  one  of  the  members  is  duty  bound  to  find  out  as  much  as  pos- 
sible within  the  scope  of  the  resolution,  which  is  very  broad,  about 
these  institutions,  because  we  must  base  our  report  on  these  findings, 
and  we  want  to  find  out  the  truth.  • 

If  Mr.  Redfield  has  been  more  active  than  the  other  members  of 
this  committee  during  the  investigation,  this  is  due  to  his  special 
business  training  for  matters  of  this  kind.  Moreover,  also  due  to  the 
fact  that  in  the  beginning  he  had  more  information  about  this  case 
than  the  other  members. 

I,  ffsr  one,  am  very  glad  of  this,  because  it  made  Mr.  Redfield  a 
very  useful  member  of  the  committee. 

But  I  am  quoted  by  the  attorneys  of  saying  that  Mr.  Redfield  was 
the  attorney  of  the  Commonwealth  in  this  case.  What  I  said  was 
that  Mr.  Redfield  acted  as  the  representative  of  the  Commonwealth. 
We  have  no  attorney  for  the  committee,  and  every  member  of  the 
committee  had  to  take  part  in  cross-examining  the  witnesses.  If  Mr. 
Redfield  was  particularly  successful,  this  is  to  his  credit,  but  no  mem- 
ber of  the  committee  will  yield  to  Mr.  Redfield  the  honor  of  being 
the  sole  representative  of  the  Commonwealth  in  this  investigation. 

This  not  being  a  court,  there  is  no  prosecutor  and  there  is  no  judge, 
although  there  seems  to  be  plenty  of  lawyers  for  the  defense.  This 
is  an  investigation  committee  and  we  all  are  investigators. 

The  old  Germans — including  the  Anglo-Saxons  quoted  by  the  at- 
torneys for  the  defense — from  the  early"  days  had  investigations  of 
so-called  private  affairs  when  these  private  affairs  became  the  con- 
cern of  all.  The  grand  jury  is  a  notable  remnant  of  that  custom, 
and  I  believe  in  Wisconsin  a  grand  jury  might  seriously  take  up  a 
case  like  the  one  we  are  investigating. 

Every  parliament  in  the  world,  however,  is  conducting  investiga- 
tions and  inquiries  without  regard  for  the  particular  business  interest 
or  business  graft  of  this  or  the  other  individual  or  corporation. 

The  motion  of  the  attorneys  to  exclude  Mr.  Redfield,  a  Congress- 
man, a  member  of  the  committee,  and  one  of  the  investigators,  because 
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he  was  instrumental  in  bringing  about  this  investigation,  therefore 
shows  plainljr  the  little  regard  certain  cliques  of  lawyers  and  capi- 
talists of  Washington  have  for  the  Congress  of  the  United  States. 

Especially  in  this  case,  this  is  so  much  more  glaring  because  the 
attorneys  who  make  this  motion  are  also  directors  in  the  insurance 
companies,  and  at  least  one  of  them  has  already  profited  considerably 
from  his  connection  with  Tuttle,  Wightman  &  Dudley  (Inc.). 

I  would  not  serve  on  this  committee  and  not  sign  the  report  unless 
Mr.  Redfield  participates  in  the  decision.  The  motion  of  the  attor- 
neys, Mr.  Douglas  and  Mr.  Carusi,  I  consider  as  unwarranted,  arro- 
gant, and  impertinent. 

If  I  had  my  way  about  it,  I  would  bar  them  from  any  further 
appearance  before  this  committee.  It  is  evident  to  me  that  these 
lawyers  and  directors  for  the  insurance  companies  which  we  are 
investigating  are  not  showing  the  proper  respect  for  a  committee  of 
the  House  of  Representatives  elected  by  the  people  of  the  United 
States. 

Mr.  Johnson.  As  chairman  of  the  committee,  I  will  say  the  com- 
mittee has  received  the  motion  made  by  the  attorneys  and  has  unani- 
mously overruled  it. 

Mr.  Douglas,  we  will  hear  you  now. 

ARGUMENT  OF  MR.  CHARLES  A.  DOUGLAS. 

Mr.  Douglas.  Mr.  Chairman  and  gentlemen  of  the  committee, 
there  is  nothing  in  the  remarks  of  the  member  of  the  committee  from 
Wisconsin  [Mr.  Beeger]  that  requires  any  reply  at  my  hands  except 
the  one  that  might  be  said  to  be  personal  to  myself  and  to  Mr.  Carusi, 
and  it  is  this : 

With  the  greatest  possible  deference  for  Mr.  Berger  and  with  noth- 
ing but  deference  to  the  members  of  this  committee  and  to  the  Con- 
gress of  the  United  States,  this  motion  was  made. 

This  motion  was  not  made  and  was  not  addressed  to  this  body  as 
such,  but  was  addressed  in  courteous  language  to  Mr.  Redfield  him- 
self, in  which  we  appealed  to  him  to  exercise  his  own  right  and  func- 
tion not  to  sit  in  judgment  upon  the  issues  in  this  cause.  We  were 
courteous  enough  to  him  to  only  quote  from  the  record,  leaving  to 
him  to  determine  that  question  for  himself,  guided  alone  by  his  own 
conscience  and  his  own  conception  of  the  fitness  of  things. 

When  we  made  that  motion,  with  deference  to  Mr.  Berger,  we 
made  it  well  within  our. rights.  No  characterization  of  the  conduct 
of  the  attorneys  in  this  case  could  have  had  any  effect  upon  us,  be- 
cause it  passes  by  us  as  the  idle  wind.  There  is  nothing  we  have  done 
here  that  reflects  upon  Mr.  Redfield,  and  nothing  was  intended  as  a 
reflection  on  him. 

Mr.  Berger.  I  also  take  exception  to  expressions  of  that  kind,  like 
the  "  idle  wind,"  and  so  on.  I  take  exception  to  that.  You  should 
simply  attend  to  your  case.  I  do  not  want  you  to  criticize  the  com- 
mittee. 

Mr.  Douglas.  I  am  not  criticizing  the  committee,  Mr.  Chairman. 

Mr.  Berger.  I  do  not  want  you  to  criticize  the  committee.  You 
are  not  here  for  that  purpose.  You  are  not  here  for  any  such  pur- 
pose.   You  defend  your  companies. 
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Mr.  Douglas.  I  am  simply  exercising  my  functions  as  a  lawyer  in 
this  case,  understanding  what  I  conceive  to  be  my  rights  as  counsel, 
and  I  am  not  setting  down  aught  in  malice  nor  aught  in  disrespect. 

We  were  here,  and  came  here  at  the  bidding  of  these  insurance 
companies,  to  discharge  as  courteously  and  as  fearlessly  as  we  could 
•exactly  our  duty ;  that  much  and  no  more  and  no  less. 

This  may  not  be  and  is  not  a  court,  but  for  justice  every  place  is  a 
temple  and  all  season  is  summer. 

With  that  observation,  I  pass  on  to  a  discussion  of  this  case,  and  I 
shall  strive  to  discuss  it  as  becomes  a  man,  a  gentleman  and  a  lawyer, 
nnd  I  do  not  separate  the  three,  because  they  are  one  and  inseparable. 

This  investigation  has  gone  on  for  weeks  and  weeks,  Mr.  Chairman 
and  gentlemen  of  the  committee,  until  your  patience  has  been  ex- 
hausted, until  the  strength  of  more  than  one  member  of  this  commit- 
tee has  been  well  nigh  exhausted  and  until  others  of  us  who  have  been 
here,  equally  ti  ying  to  discharge  our  duty,  have  been  exhausted. 

The  time  has  arrived  now  to  determine  upon  which  side  lies  the 
right  of  the  matter.  It  does  not  make  any  difference  to  us  what  were 
the  original  opinions  of  the  members  of  this  committee.  It  does  not 
make  any  difference  to  you  as  to  what  your  original  opinions  were.  I 
take  it  that  any  member  of  this  coimnittee,  whatever  he  may  have 
said  or  thought  in  the  expiring  hours  of  the  last  year,  may  now  take 
quite  the  contrarj'  at  this  time,  now  that  light,  all  the  light  of  all  the 
daytime,  has  been  turned  hard  and  fast  and  full  upon  all  the  issues 
here. 

This  investigation  started  under  a  resolution  passed  by  the  House 
of  Representatives,  under  circumstances  I  shall  feel  called  upon,  at  a 
later  stage  of  my  presentation  of  the  matter,  to  somewhat  discuss. 
But  the  House  of  course  passed  this  resolution  exercising  its  func- 
tions and  seeking  to  do  its  duty. 

There  has  been  nothing  said  here  by  Mr.  Carusi,  or  Mr.  Easby- 
Smith  or  myself  that,  it  seems  to  me,  would  justify  anybody  in  reach- 
ing the  conclusion  that  we  intended  or  felt  any  disrespect  to  the  Con- 
gress of  the  United  States,  which  is  the  greatest  legislative  body, 
surely,  upon  the  face  of  the  globe. 

When  this  resolution  was  first  passed,  it  impressed  us  as  individ- 
uals and  as  lawyers  that  it  was  wide  in  its  scope;  that  if  interpreted 
one  way  it  was  too  wide  in  its  scope ;  that  if  interpreted  another  way 
it  was  weU  within  the  limits  of  the  jurisdiction  of  the  House  of  Rep- 
resentatives. We  said  nothing  about  it.  We  asked  for  no  interpreta- 
tion of  it.  We  felt  we  were  compelled,  under  the  circumstances  sur- 
rounding these  companies,  to  fling  wide  open  the  door  to  the  investi- 
gators and  let  them  probe  to  the  limit  into  the  recesses,  into  the  in- 
most recesses  of  all  the  private  doings  and  transactions,  not  only  of 
these  insurance  companies,  but  all  that  preceded  their  birth,  into 
affairs  and  transactions  with  which  they  had  nothing  to  do,  into  the 
affairs  and  transactions  of  other  corporations  with  whom  they  had 
had  nothing  but  the  relationship  of  grantor  and  grantee. 

We  thought  we  knew  then,  and  we  were  impressed  then  with  the 
idea,,  that  the  investigation  took  a  scope  far  too  wide ;  that  it  placed 
upon  the  resolution  passed  by  the  House  of  Representatives  an  inter- 
pretation which,  under  the  law,  it  could  not  receive  and  which  could 
.  not  be  sustained ;  but  we  felt  that  after  an  investigation  had  been 
demanded,  or  after  the  House  of  Representatives  had  ordered  it. 
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these  insurance  companies  being  in  the  nature  of  financial  institutions, 
that  they  could  not  resist  it,  even  though  they  might  have  perfect 
legal  authority  for  so  doing. 

We  felt  that  to  resist  an  investigation  under  such  circumstances 
would  be  to  admit,  before  the  eyes  of  the  public,  some  of  whom  are 
sometimes  naturally  suspecting,  that  there  was  something  wrong,  that 
there  was  something  to  be  concealed,  and  choosing  the  course  we  did 
choose,  to  make  no  contest  with  reference  to  that,  to  insist  upon  no 
interpretation  of  the  resolution,  as  we  thought  then,  and  think  now, 
was  well  within  our  legal  rights,  we  felt  if  we  did  not  pursue  that 
course  we  would  fan  the  flame  that  had  already  been  started,  which 
would  grow  until  it  would  reach  into  a  conflagration. 

So,  then,  through  all  the  weeks,  through  the  holiday  season  and 
the  work  season,  in  cold  and  in  warm  weather,  we  have  gone  through 
all  this  matter,  and  there  has  been  no  limit  to  the  opportunities  of 
this  committee  to  find  out  the  truth. 

When  my  friend  Mr.  Carusi  was  making  his  argument  the  other 
day,  toward  the  close  of  it  Judge  Prouty,  who  had  himself  spent 
many  years  of  his  honored  life  upon  the  JDench,  asked  the  pertinent 
question  what  Mr.  Carusi  thought  as  to  the  scope  of  this  inquiry  and 
how  far  this  committee  could  and  should  go  under  the  law,  and  what 
should  be  the  length  and  breadth  and  thickness  of  its  report. 

When  that  question  was  asked,  Mr.  Carusi  answered  as  became  him 
as  a  lawyer.  Upon  further  consideration  we  felt,  after  his  argument, 
and  feel  now,  that  it  is  my  duty,  in  speaking  the  last  word  for  these 
insurance .  companies,  to  state  to  this  comniittee,  witli  deference  to 
each  member  of  it,  exactly  what  our  position  is  and  what  our  opinion 
of  the  law  is  upon  that  subject. 

Our  position,  generally,  Mr.  Chairman  and  gentlemen  of  the  com- 
mittee, in  reference  to  that  is  this:  That  the  House  of  Representa- 
tives and  Senate  of  the  United  States,  acting  singly  or  in  conjunction, 
are  without  authority  in  law  under  the  Constitution  to  pass  any  reso- 
lution and  to  order  any  committee  to  investigate  generally  into  the 
private  affairs  o-f  a  citizen,  unrelated  to  pending  legislation  and  un- 
related to  the  direct  legislative  functions  of  either  the  House  or  the 
Senate. 

Our  position  is  that  the  House  has  the  inherent  power  to  take  any 
stand  and  to  order  any  investigation  that  might  in  any  way  affect  any 
Member  of  the  House.  It  has  the  inherent  jiower  to  do  anything  to 
preserve  its  own  entity  and  its  own  existence  as  the  popular  branch 
of  the  National  Legislature. 

Then  it  has  a  duty  to  perform  in  reference  to  acting  as  a  grand  jury 
only  in  matters  of  impeachment  of  Government  officials  under  the 
Constitution  of  the  United  States,  and  when  that  is  clone  you  have 
reached  as  far  as  the  law,  as  interpreted  by  the  highest  court  in  this 
land,  permits  either  the  House  or  the  Senate  to  go,  and  nil  other  func- 
tions of  the  legislative  branches  of  the  Government  are  confined  to 
legislation  and  confined  to  general  investigation  into  conditions,  in 
order  that  they  may  legislate  with  intelligence  as  well  as  with 
patriotism. 

The  Supreme  Court  has  so  decided,  as  have  other  courts  of  the 
country..  State  supreme  courts  have  so  decided  it  as  applicable  to 
the  State  legislatures,  and  Federal  courts  on  circuit  have  decided  it 
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as  applicable  to  the  Congress  of  the  United  States.  The  Supreme 
Court  of  the  United  States  has  decided  it  signally  in  two  important 
and  leading  cases. 

I  took  occasion  to  investigate  the  question,  because  it  was  a  mat- 
ter of  intense  interest  to  me  as  a  lawyer  to  find  out  what  were  the 
limits  and  the  boundary  lines  of  the  legislative  branch  of  the  Gov- 
ernment of  the  United  States  in  this  regard. 

I  have  before  me  one  volume  of  Hinds'  Precedents,  which  I  have 
had  no  occasion  heretofore  to  examine.  In  one  whole  chapter  he 
discusses  the  power  of  the  Congress  of  the  United  States  to  institute 
and  to  carry  on  investigations,  and,  so  far  as  I  have  been  able  to 
ascertain,  no  resolution  has  ever  been  passed  by  the  House  of  Repre- 
sentatives in  which  there  was  sought  to  exercise  the  power  to  investi- 
gate the  private  affairs  of  any  individual  or  of  any  particular  cor- 
poration, unrelated  to  pending  legislation,  or  unrelated  to  the  con- 
duct of  on?  or  more  of  the  Members  of  the  House  of  Representatives 
or  of  the  Senate  of  the  United  States,  or  unrelated  to  matters  of  im- 
peachment, or  unrelated  to  the  conduct  of  a  Government  official  of 
the  United  States. 

The  mere  passage  of  a  resolution  seeking  to  investigate  the  con- 
duct of  a  private  corporation,  except  in  so  far  as  it  may  be  con- 
nected with  the  subjects  I  have  just  outlined  and  discussed,  I  find 
nowhere  any  precedent  in  the  action  of  the  Congress  of  the  United 
States  that  would  justify  this  committee  in  construing  this  resolu- 
tion as  being  .intended  by  the  House  of  Representatives  as  clothing 
you  with  power  and  authoi'ity  to  investigate  the  conduct  and  condi- 
tion, the  books,  records,  and  papers,  and  history  of  these  insurance 
companies,  except  in  so  far  as  they  may  be  related  to  the  conduct  of 
the  superintendent  of  insurance  of  the  District  of  Columbia. 

So  far  back  as  the  stormiest  period  in  our  history,  when  the 
United  States  Bank  was  the  bone  of  contention  for  politicians  and 
statesmen  and  political  organizations  throughout  the  country,  when 
this  country  was  shaking  from  center  to  circumference  with  that 
gigantic  and  titanic  struggle,  so  early  as  that  this  question  we  now 
raise  was  raised  by  a  man  no  less  distinguished  than  one  who  had 
been  once  President  of  the  United  States  and  was  then  a  Member 
of  the  body  that  you  gentlemen  now  honor  and  grace.  I  refer 
to  John  Quincy  Adams,  who,  all  of  you  will  remember,  became  a 
Member  of  the  House  of  Representatives  after  he  had  served  his  term 
as  President  of  the  United  States. 

A  resolution  was  offered  in  the  House  of  Representatives  to  inves- 
tigate the  condition  of  the  United  States  Bank— a  corporation  that 
you  who  are  readers  of  the  political  history  of  the  country  know  was 
closely  allied  to  our  institutions,  was  so  closely  allied  in  the  popular 
regard  as  to  be  considered  a  branch  and  an  arm  of  the  Government 
itself.  That  resolution  Avas  offered  in  the  House  of  Representatives 
to  investigate  the  condition  and  affairs  and  books  and  papers  of  the 
United  States  Bank. 

John  QuincY  Adams,  on  behalf  of  the  minority  (if  the  committee, 
took  the  position  that  the  investigation  could  be  carried  on  only  so 
far  as  it  related  to'  the  Government  deposits  in  the  bank  of  the 
United  States. 

In  an  opinion  set  out  in  a  separate  and  supplemntal  brief  which 
we  will  hand  to  the  committee,  and  which  we  shall  ask  to  have 
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printed  in  the  record  here,  he  sets  out  in  a  strong  opinion  his  posi- 
tion, that  the  committe  had  no  power  to  call  for  the  books  and 
papers,  except  such  as  might  directly  concern  the. financial  condition 
of  the  bank,  in  order  that  the  committee' might  answer  for  the  House 
and  that  the  House,  in  turn,  might  answer  for  itself  the  question  as 
to  whether  or  not  this  institution  was  solvent,  and,  therefore,  whether 
or  not  the  Government  funds  there  deposited  were  in  a  safe  con- 
dition. 

That  minority  and  majority  reports  were  sent  to  the  House,  and 
in  the  meantime  the  majority  of  the  committee  had  ordered  the 
president  and  directors  of  the  bank  to  answer  certain  questions  and 
to  present  certain  books,  including  the  state  of  the  deposits  of  the 
institution  and  the  condition  of  the  deposits  of  funds  of  private  in- 
dividuals; and  after  a  lengthy  correspondence  between  the  officials 
of  the  bank  and  the  committee  the  president  and  directors  of  the 
bank  refused  to  answer  the  questions  and  to  accede  to  the  request  of 
the  committee. 

That  matter  was  reported  to  the  House  of  Representatives,  and 
the  House,  while  it  did  not  act  upon  the  matter  one  way  or  the 
other,  and  did  not  take  sides  with  the  position  taken  by  either 
John  Quincy  Adams  or  those  on  the  majority  side  of  the  committee, 
refused  to  order  them  attached  for  contempt. 

You  will  find  in  Hinds'  Precedents  innumerable  cases,  and  in 
every  single  solitary  one  of  them — and  I  have  gone  through  them 
carefully,  as  collated  by  him — I  find  nowhere,  gentlemen  of  the 
committee,  a  precedent  laid  down  in  the  House  wherein  and  whereby 
the  position  could  be  justified  that  this  or  any  other  committee  of 
the  House,  or  even  a  joint  committee  of  both  houses,  has  the  consti- 
tutional right  to  investigate  into  the  private  condition  of  any  cor- 
poration, even  of  a  United  States  bank  or  a  trust  company  organ-" 
ized  under  the  laws  of  the  United  States. 

Some  years  ago  a  question  was  asked  under  circumstances  which 
it  would  seem  to  us  would  have  been  a  question  that  could  have  been 
required  to  have  been  answered.  The  Congress  of  the  United  States 
had  passed  a  resolution  or  enactment  appointing  a  joint  commission 
to  investigate  the  condition  of  the  railroad  companies  which  the 
United  States  had  aided  in  the  construction  of.  This  joint  commis- 
sion, whether  it  was  technically  a  law  or  not  I  do  not  know,  was 
appointed  under  a  joint  resolution  of  both  the  House  and  Senate, 
requiring  them  to  investigate  the  condition  of  railroad  corporations, 
and  confining  it  to  the  railroad  corporations  that  had  received  aid 
from  the  Federal  Government;  the  purpose  being  to  ascertain 
whether  or  not  they  had  violated  the  law  in  using  funds  for  the  cor- 
ruption of  members  of  the  legislatures  of  the  various  States.  When 
that  commission  met  the  president  of  the  Central  Pacific  Eailroad  Co. 
was  ordered  to  attend  and  give  evidence.  That  gentleman  was 
Leland  Stanford,  who  afterwards  became  a  Senator  of  the  United 
States  from  the  State  of  Califoinia.  He  refused  to  answer  certain 
questions  that  were  put  to  him  directly  for  the  purpose  of  ascertain- 
ing whether  or  not  certain  funds  had  been  used,  for  which  nothing 
but  a  general  voucher  had  been  given,  and  for  which  no  detailed 
itemized  account  had  been  furnished.  He  was  asked  the  question 
whether  or  not  those  funds  were  used  for  any  improper  purpose  to 
corrupt  the  members  of  the  State  legislature.     The  question  was 
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put  to  him  in  various  forms.  Among  others,  he  was  asked  to  tell 
to  whom  that  money  was  paid,  or  to  mention  the  members  of  the 
legislature,  without  being  a^ked  an  incriminating  question  of  the 
kind  suggested  a  moment  ago. 

After  saying  he  did  not  recall,  and  after  the  question  was  put  to 
him  in  various  forms,  he  finally,  on  advice  of  counsel,  refused  to 
answer  the  question,  and  the  question  came  up  upon  an  application 
for  an  order  to  the  circuit  court  of  the  United  States,  then  presided 
over  by  that  distinguished  judge,  Stephen  J.  Fields,  who,  all  of  us 
know,  was  a  distinguished  member  for  many  years  of  the  Supreme 
Court  of  the  United  States. 

Justice  Fields  held  in  that  case  that  the  question  could  not  be  re- 
quired to  be  answered,  that  the  inquiry  involved  in  the  asking  of 
that  question  was  one  that  was  essentially  and  inherently  a  judicial 
and  not  a  legislative  inquiry,  and  that  it  was  well  within  the  juris- 
diction of  the  judiciary  department  of  the  Government  and  entirely 
without  the  scope  of  the  legislative. 

In  our  brief  here,  which  we  hope  the  members  of  the  committee 
will  read — it  is  but  a  half  dozen  pages  in  typewritten  form — we 
refer  to  these  cases  and  give  quotations;  but  I  do  not  wish  to  tax 
ihe  patience  of  the  committee  by  quoting  them  now  when  I  ask  and 
hope  you  will  read  them  hereafter. 

Later  on  the  question  reached  the  Supreme  Court  of  the  United 
States,  and  it  has  gotten  into  that  tribunal  but  twice  in  its  history 
and  the  history  of  the  country. 

I  might  modify  that  statement  with  this  further  statement,  so  I  may 
not  be  misunderstood,  that  not  many  times — a  half  dozen  times  or 
more — the  Supreme  Court  of  the  United  States  has  laid  down  in  lan- 
guage that  can  not  be  misinterpreted  the  scope,  the  limit,  and  the  ex- 
tent of  the  jurisdiction  of  the  judicial  as  compared  to  the  legislative 
branch  of  the  Government,  holding,  of  course,  as  all  of  us  must  hold, 
that  they  are  two  coordinate  branches  of  the  Government,  perfectly 
separate  and  distinct,  and  neither  can  not  trench  upon  the  jurisdiction 
and  power  of  the  other. 

But  this  question  has  been  decided  specifically  and  clearly  by  the 
Supreme  Court  of  the  United  States  in  two  famous  cases,  with  which 
all  of  us,  lawyers  and  laymen,  are  alike  familiar — cases  that  have 
been  milestones  along  the  highway  of  the  progress  of  law  under  the 
Constitution. 

In  one  case  which  was  known  as  the  Chapman  case:  You  will 
all  remember,  and  I  will  merely  state  it  in  the  most  general  way, 
that  that  involved  an  investigation  into  the  question  as  to  whether 
or  not  certain  Members  of  the  Senate  of  the  United  States  were 
receiving  or  had  received  profits  by  speculating  in  the  purchase  and 
sale  of  stock  of  the  American  Sugar  Refining  Co. 

At  that  time  tariff  legislation  was  pending  in  the  Senate,  and  that 
resolution  distinctly  required  the  committee  to  investigate  into  the 
conduct  of  Members  of  the  Senate  with  reference  to  the  purchase 
of  stock  in  the  sugar  company. 

Chapman  was  put  upon  the  stand.  He  was  a  broker  in  New  York, 
dealing  principally  in  stocks  of  that  character  and  in  the  stock  of 
that  company,  and  he  was  asked  to  disclose  whether  or  not  certain 
parties — Senators — ^had  been  buying  stock  of  that  sugar  company 
through  his  office  or  that  of  his  firm. 
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He  refused  to  answer  the  question.  He  was  committed  for  conr 
tempt  and  he  sued  out  a  writ  of  habeas  corpus. 

The  case  went  from  court  to  court  until  it  reached  the  court  of 
last  resort.  The  Supreme  Court  of  the  United  States  decided  that 
that  resolution  was  well  within  the  limits  of  the  prerogatives  and 
power  of  the  Senate.  They  held  that  it  was  within  the  prerogatives 
fl;nd  power  of  the  Senate  in  that  it  was  confined  to  a,n  investigation 
into  the  conduct  of  its  own  Members ;  and  in  language  that  can  not 
be  possibly  misunderstood  the  Supreme  Court  of  the  United  States 
laid  down  the  law  that  beyond  that  the  resolution  could  not  have 
^one,  and,  had  the  Senate  passed  it,  it  would  have  been  without  its 
jurisdiction. 

The  language  of  the  Supreme  Court  in  that  case  is  quoted  also 
in  our  brief. 

But  the  case  that  stands  to-day  as  a  mountain  on  the  great 
plains  of  our  law  on  this  subject  is  the  decision  of  the  Supreme  Court 
of  the  Unitel  States  in  the  celebrated  case  of  Kilbourne  against 
Thompson. 

I  do  not  wish  to  tax  the  committee,  but  let  me  state  very  briefly 
just  what  was  involved  in  that  case.  I  feel  that  I  will  be  boring  the 
legal  members  of  the  committee  to  even  state  it,  yet  there  are  mem- 
bers of  the  committee  who  are  not  members  of  the  bar,  and  they 
may  not  be  familiar  with  every  detail  of  this  case.  However,  I  shall 
not  give  all  of  the  details,  but  shall  only  state  the  salient  and  im- 
portant questions  of  fact  here. 

There  was  a  firm,  a  large  banking  firm,  by  the  name  of  Jay  Cooke 
&  Co.,  an  English  house,  with  large,  extensive  branches  doing  busi- 
ness in  the  United  States.  That  firm  of  Jay  Cooke  &  Co.  was  debtor 
to  the  United  States,  and  it  went  into  bankruptcy,  or  rather,  as  there 
was  no  bankruptcy  law  at  that  time,  it  made  an  assignment  for  the 
benefit  of  its  creditors. 

It  seems  that  connected  with  Jay  Cooke  &  Co.  in  some  way  was 
what  was  known  as  a  "  real  estate  pool " — not  a  "  real  estate  ring," 
about  which  we  have  heard  something  in  this  case,  but  a  "  real  estate 
pool" — and  the  House  of  Representatives  with  a  long  series  of 
recitals  or  preambles  setting  forth  the  necessity  of  this  investigation, 
passed  a  resolution  directing  the  House  committee  to  investigate 
the  condition  of  the  affairs  of  Jay  Cooke  &  Co.,  with  special  reference 
'  to  what  is  lonown  as  the  "  real  estate  pool." 

Thompson  was  put  upon  the  stand  to  testify,  and  he  was  asked 
the  question.  Who  constituted  the  members  of  the  so-called  "  real 
estate  pool "  ?  He  declined  to  answer  the  question.  He  was  attached 
for  contempt  for  not  answering  it.  The  usual  procedure  was  re- 
sorted to,  of  habeas  corpus.  The  writ  was  sued  out;  the  question 
was  raised  in  the  lower  court,  and  the  case  in  due  course,  went  to  tha 
Supreme  cour-t  of  the  United  States.  The  Supreme  Court  held  in 
that  case  that  the  passage  of  that  resolution  was  wholly  without  the 
jurisdiction  of  the  House  of  Representatives;  that  that  body  had  no 
power  whatsoever  to  pass  the  resolution,  even  though  it  was  seeking 
to  ascertain  the  real  situation  to  the  end  that  it  might  protect  the 
United  States  as  a  large  creditor  of  Jay  Cooke  &  Co.  The  Supreme 
Court  of  the  United  States  held  that  even  that  did  not  give  the  House 
of  Representatives  jurisdiction.  It  said  that  the  House  was  not 
dealing  with  matters  of  legislation ;  that  the  House  was  not  contem- 
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plating  legislaticn  upon  the  subject;  that  the  Ho"use  could  not  have 
passed  any  legislation  upon  that  subject,  because  it  -would  have  been 
retroactive  legislation;  that  the  House  was  not  dealing  with  the  con- 
duct of  its  Members,  as  was  done  in  the  Chapman  case — that  the 
House  was  not  performing  the  functions  of  a  grand  inquest  on  the 
part  of  the  Xation  in  preparing  to  impeach  a  Slember;  and  you  ^\'iIl 
remember,  gentlemen  of  the  committee,  that  in  this  particular  reso- 
lution the  Secretary  of  the  Navj'  was  criticized  for  having  been 
improvident  in  the  way  in  which  he  went  about  protecting  the  rights 
of  the  United  States. 

The  Supreme  Coui't  of  the  United  States  said  that  even  then,  when 
it  involved  criticism  of  the  Secretary  of  the  Navy,  that  the  House 
would  not  have  jurisdiction  to  go  into  it  unless  there  was  a  pending 
measui'e  or  pending  resolution  to  impeach  the  Secretary  of  the  Navy. 
It  held  that  all  the  doings  of  this  committee  were  wholly  without  the 
jurisdiction  of  the  legislative  arm  of  the  State.  It  was  wholly  a 
matter  within  the  exclusive  jurisdiction  and  control  of  the  courts  of 
the  United  States  and  that  if  the  United  States  had  a  claim  against 
J.  Cook  &  Co.  and  wanted  to  probe  to  the  bottom  to  ascertain  where 
the  assets  might  be  hidden  and  kept  from  their  creditors,  they  would 
have  to  resort  to  the  courts  and  that  the  doors  of  the  courtroom  were 
thrown  wide  open  to  the  United  States  as  a  litigant  plaintiff.  And 
m  an  opinion  that  takes  rank  with  the  great  opinions  of  Marshall, 
Justice  Miller  announces  the  law — it  reads  like  a  novel  to  a  lawyer, 
and  it  reads  like  stirring  history  to  the  layman.  It  is  wonderful 
in  its  analysis;  lucid  in  its  statement  of  the  law  by  which  the 
boundary  lines  are  drawn  wisely  between  the  legislative  and  judicial 
arms  of  the  State.  Let  me  read,  with  your  permission,  just  one  para- 
graph of  this  opinion— just  one  paragraph  discussing  the  powers  of 
the  House.     Justice  Miller  proceeds: 

Siicli  are  uot  couferred  by  that  instrumeut,  either  expressly  or  by  fair  im- 
plication from  what  is  granted,  are  "reserved  to  the  States  respectively,  or  to 
the  people."  Of  course,  neither  branch  of  Congress,  when  acting  separately, 
can  lawfully  exercise  more  power  than  is  conferred  by  the  Constitution  on  the 
whole  body,  except  in  the  few  instances  where  authority  is  conferred  on  either 
House  separMtely,  or  in  the  case  of  impeachments.  No  general  power  of  in- 
flicting punishment  by  the  Congress  of  the  United  States  is  found  in  that  in- 
strument. It  contains  in  the  provisions  that  no  "  person  shall  be  deprived  of 
life,  liberty,  or  property,  without  due  process  of  law,"  the  strongest  implication 
against  punishment  by  order  of  the  legislative  body.  It  has  been  repeatedly 
decided  by  this  court,  and  by  others  of  the  highest  authority,  that  this  means  a 
trial  in  which  the  rights  of  the  party  shall  be  decided  by  a  tribunal  appointed 
by  law,  which  tribunal  is  to  be  governed  by  rules  of  law  previously  established. 
An  act  of  Congress  which  proposed  to  adjudge  a  man  guilty  of  a  crime  and  in- 
flict punishment,  would  be  conceded  by  all  thinking  men  to  be  unauthorized  by 
anything  in  the  Constitution. 

Unless  his  testimony  Is  required  in  a  matter  into  which  that  House  has 
jurisdiction  to  inquire,  and  we  feel  equally  sure  that  neither  of  .these  bodies 
possesses  the  general  power  of  making  inquiry  into  the  private  affairs  of  the 
citizen. 

It  is  also  essential  to  the  successful  working  of  this  system  that  the  persons 
entrusted  with  power  in  any  one  of  these  branches  shall  not  be  permitted  to 
encroach  upon  the  powers  conlided  to  the  others,  but  that  each  shall,  by  the 
law  of  its  creation,  be  limited  to  the  exercise  of  the  powers  appropriate  to  its 
own  department  and  no  other. 

It  also  remains  true,  as  a  general  rule,  that  the  powers  confided  by  the  Con- 
stitution to  one  of  these  departments  can  not  be  exercised  by  another. 

If  the  investigation  which  the  committee  was  directed  to  make  was  judicial 
in  its  character  and  could  only  be  properly  and  successfully  made  by  a  court  of 
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justice,  and  if  it  related  to  a  matter  wlierein  relief  or  redress  could  be  had 
only  by  a  judicial  proceeding,  we  do  not,  after  what  has  been  said,  deem  it 
necessary  to  discuss  the  proposition  that  the  power  attempted  to  be  exercised 
was  one  confided  by  the  Constitution  to  the  judicial  and  not  to  the  legislative 
department  of  the  Government.  We  think  it  equally  clear  that  the  power 
asserted  is  judicial  and  not  legislative. 

Now,  just  one  other  paragraph,  and  I  will  close  the  discussion 
upon  this  subject: 

What  was  this  committee  charged  to  do?  To  inquire  into  the  nature  and 
history  of  the  real-estate  pool.  How  Indefinite.  What  was  the  real-estate  pool? 
Is  it  charged  with  any  crime  or  offense?  If  so,  the  courts  alone  can  punish  the 
members  of  it.  Is  it  charged  with  a  fraud  against  the  Government?  Here, 
again,  the  courts,  and  they  alone,  can  afford  a  remedy.  Was  it  a  corporation 
whose  powers  Congress  could  repeal?  There  is  no  suggestion  of  the  kind.  The 
word  "  pool,"  in  the  sense  here  used,  is  of  modern  date. 

Then  it  says: 

Can  the  rights  of  the  pool  or  of  its  members  and  the  rights  of  the  debtor  and 
of  the  creditor  of  the  debtor  be  determined  by  the  report  of  a  committee  or  by 
an  act  of  Congress?  If  they  can  not,  what  authority  has  the  House  to  enter 
upon  this  investigation  into  the  private  affairs  of  individuals  who  hold  oo  office 
under  the  Government? 

Then,  in  a  further  paragraph,  it  says  also  this : 

The  resolution  adopted  as  a  sequence  of  this  preamble  contains  no  hint  of 
any  intention  of  final  action  by  Congress  on  the  subject.  In  all  of  the  argu- 
ments of  the  case  no  suggestion  has  been  made  of  what  the  House  of  Rep- 
resentatives or  the  Congress  could  have  done  in  the  way  of  remedying  the 
wrong  or  securing  the  creditors  of  Jay  Cook  &  Co.,  or  even  the  United  States. 
Was  it  to  be  simply  a  fruitless  investigation  into  the  personal  affairs  of  indi- 
viduals? If  so,  the  House  of  Representatives  had  no  power  or  authority  in  the 
matter  more  than  any  equal  number  of  gentlemen  interested  for  the  govern- 
ment of  their  country.  By  "  fruitless  "  we  mean  it  could  result  in  no  valid 
legislation  on  the  subject  to  which  the  inquiry  referred. 

Now,  our  contention,  Mr.  Chairman  and  gentlemen,  is  this:  That 
this  resolution  must  be  interpreted — and  I  want  to  catch  the  ear 
and  attention  of  the  committee  especially  upon  this  point — ^this  reso- 
lution, however  generally  framed  it  may  be,  must  be  interpreted  in 
the  light  of  the  law  on  the  subject.  It  must  be  assumed  that  the 
House  of  Eepresentatives  knew  its  power  and  its  authority  and  did 
not  intend  to  transgress  it.  This  resolution,  therefore,  must  be  inter- 
preted this  way,  and  only  this  way,  as  we  see  it  and  respectfully 
submit  it  to  the  committee.  It  must  be  interpreted  only  as  mean- 
ing that  they  should  investigate  into  the  affairs  of  the  Commercial 
Fire  Insurance  Co.  and  the  First  National  Fire  Insurance  Co.  and 
Tuttle,  Wightman  &  Dudley  in  connection  with  and  in  their  rela- 
tionship to  the  superindendent  of  insurance,  he  being  an  officer  under 
the  Government  of  the  United  States.  The  resolution,  wherever  it 
expresses  an  intention  or  wherever  it  declares  that  it  shall  be  your 
duty  to  investigate,  it  connects  up  each  time  the  insurance  depart- 
ment of  the  District  of  Columbia. 

Resolved,  That  the  Committee  on  the  District  of  Columbia  of  the  House  of 
Eepresentatives,  or  any  subcommittee  thereof,  is  hereby  authorized  and  directed 
to  investigate  the  conduct,  management,  history,  records,  and  affairs  of  the 
Commercial -Fire  Insurance  Co.,  of  Washington,  D.  C,  and  of  the  First  National 
Fire  Insurance  Co.  of  the  United  States,  Washington,  D.  C,  both  doing  business 
in  the  District  of  Columbia,  and  pf  the  office  of  the  superintendent  of  insurance 
of  the  District  of  Columbia,  iiud  of  Tuttle,  Wightman  &  Dudley  (Inc.),  doing 
business  in  the  District  of  Columbia,  together  with  those  of  their  associates, 
representatives,  and  agents,  and  to  examine  the  books,  papers,  accounts,  and 
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affairs  of  the  aforesaid  coiupauies  and  of  the  superinteudent  of  insurance  of 
the  District  of  Columbia,  to  appraise  the  property,  real  and  personal,  belonging 
to  said  corporations  or  either  of  them. 

Now,  that  resoluti(!ii  must  be  interpreted  and  can  only  be  inter- 
preted, if  the  power  of  the  House  is  to  be  upheld — can  only  be  inter- 
preted as  authority  to  investigate  into  the  aifairs  of  these  companies 
in  so  far  as  thej'  may  be  related  to  the  conduct  of  the  office  of  the 
superintendent  of  insurance,  lieeause  he  ^Yas  an  officer  whose  acts 
and  conduct  it  was  within  the  power  of  this  House  to  investigate,  and 
it  could  invcbtigate  into  the  affairs  of  anyone  else,  where  the  charge 
is  made  or  the  suspicion  is  entertained  that  an  improper  relationship 
existed  between  the  two. 

This  case  is  exactly  on  all  fours  with  the  Chapman  case,  except  in 
so  far  as  the  officers  investigated  are  different.  There  the  Senate  was 
well  and  wholly  within  its  power  and  authority  to  investigate  the 
condition  of  ail'airs  in  so  far  as  it  might  affect  the  conduct  or  mis- 
conduct of  its  own  members.  Here  we  admit  that  you  have  the 
power  to  investigate  the  conduct  of  the  office  of  the  superintendent  of 
insurance,  but  I  submit  that  statement  with  the  further  statement 
that  I  find  quite  a  number  of  authorities  that  even  challenge  the 
right  to  do  that;  but  we  admit  you  have  a  perfect  right  to  do  that, 
and  to  investigate  the  conduct  of  these  insurance  companies  in  so  far 
■as  it  may  be  related,  in  so  far  as  the  two  may  be  married,  in  so 
far  as  you  may  find  that  it  may  aid  you  in  finding  out  whether  or 
not  any  improper  relationship  exists  between  these  parties — for  in- 
stance, corruption  or  bribery  or  collusion  or  fraud;  then  it  would  be 
well  within  the  rights  of  this  committee  to  go  to  the  limit  to  ascertain 
any  fact  or  facts  that  might  throw  light  upon  that  question. 

Mv.  Prouty.  Before  you  leave  that  I  have  just  one  question  on 
which  I  wish  to  know  if  you  have  looked  up  the  authorities.  I  have 
not  had  the  time.  That  is  as  to  the  fact  that  these  corporations  are 
really  children  of  the  Federal  Government? 

'Sll-.  Douglas.  Yes,  sir;  I  have  looked  that  up. 

Mr.  Peouty.  Do  they  stand  in  any  different  relation  from  that  in 
which  individuals  would  stand? 

Mr.  Douglas.  I  anticipated  that  very  question,  because  in  investi- 
gating the  matter  I  came  to  this  conclusion :  That  the  only  vestige  of 
question  left  in  the  inquiry  was  whether  or  not  the  fact  that  these 
companies  were  incorporated  under  the  laws  of  the  District  of  Co- 
lumbia would  make  any  difference  whatsoever.  Justice  Fields,  in 
the  case  in  32  Federal  Reporter,  decides  that  question  in  the  plainest 
sort  of  fashion,     I  refer  to  In  re  Central  Pacific  Railway  Co. 

Mr.  Pkouty.  That  was  not  a  Federal  corporation. 

Mr.  DouoLAS.  No.  sir;  but  the  court  held  it  made  no  difference 
whether  it  was  a  Federal  or  State  corporation  or  private  individual 
or  corporation  at  all. 

Mr.  Prouty.  Let  us  hear  what  he  says. 

Mr.  Douglas  (reading)  : 

That  the  Central  Pacific  Railroad  Is  a  corporation  in  no  way  beholden  to  the 
United  States  tor  Its  corporate  faculties  and  franchise,  and  not  a  natural  per- 
son, can  not  affect  the  question.  It  is  but  an  aggregation  of  natural  persons, 
and  is  as  much  a  priyate  party  as  if  its  constituents  were  united  in  a  mere  part- 
nership instead  of  a  corporation.  This  principle  was  maintained  in  the  Rail- 
road tax  cases  (9  Sawyer,  166)  and  recognized  by  the  Supreme  Court  at  the 
argument  of  the  same  cases  on  appeal. 
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This  is  the  language  of  Justice  Fields. 

I  want  to  call  your  attention  to  one  other  point  in  connection  with 
that  matter,  and  I  will  then  pass  on  -to  another  branch  of  the  argu- 
ment. 

There  are  two  further  answers  to  the  question,  aside  from  the  lan- 
guage of  Justice  Fields  in  the  Leland  Stanford  case.  The  first  is 
that  the  fact  that  these  corporations  are  corporations  or  creatures  ol!, 
the  Congress  of  the  United  States  does  not,  in  our  opinion,  make  any 
difference  whatsoever,  for  there  is  no  legislation  pending  in  either 
House  of  Congress  looking  to  any  repeal  or  modification  of  these 
charters  based  upon  any  alleged  misconduct  or  any  alleged  violation 
of  law  on  their  part,  and  that  unless  there  were  pending  in  the  House 
or  in  the  Senate  legislation  on  that  subject  that  itself  would  oust  this 
branch  of  the  legislature,  or  indeed  both  of  them,  of  any  jurisdiction 
whatsoever  in  the  premises. 

I  go  further  tha©  that,  if  the  committee  please,  and  I  make  this 
statement,  that  the  question  of  forfeiture  of  the  charter,  if  that  be 
the  question  that  was  in  the  mind  of  Judge  Prouty  in  the  question 
he  asked  a  moment  ago,  is  a  matter  exclusively  for  the  judicial  depart- 
ment of  the  Government. 

By  section  786  of  the  Code  of  Law  for  the  District  of  Columbia, 
the  question  of  how  a  charter  is  to  be  forfeited  for  any  conduct  or 
misconduct  on  the  part  of  the  owners  of  it  is  set  forth  in  this  par- 
ticular section,  which  provides,  among  other  things,  that — 

When  the  district  attorney  of  the  United  States  for  the  District  of  Columbia 
shall  become  satisfied  that  any  corporation  organized  under  laws  of  said  Dis- 
trict has  been  guilty  of  such  misuse,  abuse,  or  nonuse  of  its  corporate  powers 
and  franchises,  or  such  violation  of  law  as  would  authorize  and  make  proper 
the  forfeiture  of  its  charter,  corporate  powers,  and  franchises,  the  said  district 
attorney  shall  file  in  the  supreme  court  of  the  District  a  petition  in  the  name  of 
the  United  States,  setting  forth,  fully  and  in  detail,  the  alleged  abuse,  misuse, 
or  nonuse,  by  reason  whereof  such  forfeiture  is  sought,  and  then  the  court  shall 
act  upon  it,  etc. 

This  section  prescribes  a  distinct  way  by  which  these  questions  can 
be  raised,  and  adjudicated,  and  I  go  further  and  say  that,  there  being 
tio  pending  legislation  here,  the  matter  of  investigating  into  the 
condition  of  these  companies,  where  there  has  been  no  suggestion  at 
any  time  throughout  the  six  weeks  of  the  trial  or  hearings  here  of 
the  doing  of  any  act  upon  the  part  of  these  insurance  companies 
that  could  be  construed  into  a  ground  upon  which  their  charters 
could  be  forfeited,  and  even  if  that  were  true  then  the  path  is  made 
clear  and  distinct,  and  that  path  we  must  all  tread,  and  it  leads  to 
the  doors  of  the  temples  of  justice  where  the  district  attorney  ap- 
pears as  the  representative  of  the  United  States  asking  for  forfeiture 
of  the  charter. 

Gentlemen,  I  have  taken  much  of  your  time,  and  to  that  extent 
have  trespassed  upon  your  patience  because  we  feel  that  it  is  due 
the  committee  that  whatever  views  we  may  have  and  whatever  ap- 
praisement you  may  place  upon  them  you  are  entitled  to  all  light 
determining  what  shall  mark  out  the  limits  in  boundary  lines  of  your 
duty,  in  determining  what  shall  be  your  report,  as  the  result  of  this 
investigation. 

_  So  much,  gentlemen,  for  that,  and  assuming  and  confidently  be- 
lieving that  the  committee,  when  it  does  report,  will  act  well  within 
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its  constitutional  power  and  prerogative,  I  proceed  to  discuss,  witl 
your  assent,  some  of  the  salient  and  important  features  of  this  case. 

First  of  all,  let  me  say,  only  by  way  of  resume  of  what  my  frienc 
said,  I  think  so  ably,  the  other  day,  Avith  reference  to  the  investiga 
tion  of  these  companies,  this  much,  that  when  this  investigatioi 
started  the  air  was  permeated  with  all  sorts  of  suggestions  and  sus 
picions  and  apprehensions  and  fears,  and  hopes  by  some  people 
that  these  insurance  companies  would  be  found  to  be  reeking  witl 
fraud,  that  everything  that  corrupt  conduct  could  have  done  had  beer 
done,  and  when  the  House  passed  this  resolution  seeking  thereby  t( 
throw  wide  open  the  doors,  its  purpose  was  to  ascertain  the  truth.  ] 
think  this  committee  has  gone  the  limit  in  trying  to  ascertain  the 
truth,  in  a  conscientious  effort  to  ascertain  on  which  side  of  the  con- 
troversy would  lie  the  merits,  and  after  all  has  been  said,  and  aftei 
we  have  2,000  pages  of  testimony  behind  us  as  a  record,  what  stands 
out  in  this  case,  gentlemen  ?  These  things  stand  (jut,  and  all  else  is  as 
sounding  brass  and  tinkling  cymbal :  First,  that  these  two  companies 
it  and  out  perfectly  and  admittedly  solvent.  Both  of  them  stand 
with  their  capital  stock  respectively  unimpaired.  Both  of  their 
have  a  surplus  sufficient  in  size  to  augment,  if  I  may  use  that  expres- 
sion, the  confessed  solvency  of  them. 

If  we  take  the  real  estate  values  and  fling  them  to  the  winds  and 
simply  say:  There  is  not  one  single  dollar  of  profit  nor  one  ounce 
of  wisdom  in  the  making  of  this  purchase,  but  we  will  take  these  com- 
panies as  of  December  31,  1912,  and  throw  to  the  wind  every  bit  oJ 
testimony  except  this  statement  in  writing  made  here  by  the  actuarj 
selected  by  and  for  the  committee,  Price,  Waterhouse  &  Co.,  of  Ne'w 
York,  you  take  that  one  single  statement  and  no  more  and  none  else 
you  can  reach  but  two  conclusions  with  reference  to  those  companies 
The  first  is  that  no  one  can  deny  their  absolute  solvency ;  no  one  car 
deny  that  both  of  them  had  a  surplus ;  no  one  can  deny  that  that  is 
the  exact  situation  as  reported  by  Mr.  Ashdown,  of  that  firm  oJ 
famous  accountants. 

The  Commercial  stood,  including  the  real-estate  appraisement,  or 
December  31,  1912,  with  $430,790  of  capital  stock  paid  in,  with  s 
surplus  of  $301,300,  and  if  you  deprive  them  of  any  claim  that  thej 
exercised  good  business  judgment  in  purchasing  this  building  anc 
that  they  made  something  for  their  stockholders,  you  would  thei 
have  the  Comercial  stand  $430,000  of  capital,  with  $91,000  of  a  sur 
plus,  all  intact  and  all  in  hand.  And  if  you  take  the  First  National 
it  stands,  as  of  December  31,  1912,  with  $488,000  of  a  capital  stock 
$478,000  of  a  surplus,  and  deducting  the  real-estate  profits  therefron 
it  would  stand  $488,000  of  its  capital  stock  paid  in  and  $265,000  of  ai 
absolutely  unimpaired  surplus.  That  would  stand  out  in  this  recorc 
and  it  does  stand  out  that  the  blindest  of  men  can  see. 

Another  thing  stands  out  here,  Mr.  Chairman  and  gentlemen  o: 
this  committee,  with  this  investigation  known  all  over  this  land,  witl 
the  doors  of  publicity  flung  open  to  everybody,  that  the  real  stock 
holders,  numbering  up  into  6,000,  scattered  from  the  ocean  on  th^ 
one  side' to  the  ocean  upon  the  other,  that  we  have  here  not  one  singl 
solitary  witness  volunteering  himself  to  file  a  complaint  before  thi 
committee,  either  as  a  stockholder  or  as  a  policyholder.  It  stand 
out  that  of  these  6,000  stockholders  not  one  single  solitary  one  o 
them  comes  to  the  chairman  or  to  any  member  of  this  committee  an( 
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says  to  you,  "  "We  have  been  defrauded."  Not  a  single  solitary  one 
has  said,  "  We  have  been  mislead  by  this  literature,  and  we  have  in- 
vested in  corporations  that  we  wish  we  had  not  invested  in."  Not 
one  single  solitary  one  has  said,  "  I  have  been  imposed  upon  and  my 
ignorance  and  credulity  have  been  taken  advantage  of."  Not  one 
single  solitary  one  out  of  these  6,000  stockholders  in  the  two  com- 
panies. And  of  all  the  losses,  heavy  one  year  and  light  the  other — 28 
per  cent  in  1911  and  67  per  cent  in  1912— not  a  single  policy  holder— 
and  we  submit  to  this  committee  that  it  is  the  policy  of  the  law  in  in- 
surance legislation  to  protect  the  policy  holder,  that  the  stockholder, 
as  has  been  suggested,  is  himself  an  integral  part  of  the  corporation 
that  the  legislation  of  the  Government  is  directed  toward  and 
against — but  even  then,  if  you  are  protecting  the  stockholder,  nohe  of 
them  are  cornplainants  here.  None  of  them  have  joined  hands  with 
Col.  Judson  in  making  these  charges  against  these  companies  in  the 
years  of  their  infancy  and  struggle.    Not  a  single  solitary  one  ! 

And  I  say,  furthermore,  that  it  stands  out  here  that  not  a  single, 
solitary  policy  holder  has  complained  that  he  has  not  been  paid 
his  loss  when  this  loss  was  sustained  by  fire.  Not  a  single,  soli- 
tary one  has  said  that  there  has  been  delay  in  paying  his  loss. 

These  companies  stand  acquitted  before  this  committee,  after  all 
they  have  been  through — and  they  have  been  through  a  fiery  furnace, 
and  they  have  come  out  without  the  smell  of  fire  upon  their  garments ; 
they  have  got  their  capital  stock  intact,  heavy  loss  or  no  heavy  loss 
in  1912;  we  have  our  stockholders  intact,  standing  as  a  solid  army 
and  phalanx  back  of  the  companies  here  at  the  National  Capital — 
and  not  a  single,  solitary  policy  holder — whose  duty  and  privilege  it 
is  yours  to  protect — not  a  single,  solitary  one  of  them  has  complained 
of  a  violated  or  broken  contract. 

Are  you  going  to  permit  anyone  to  lay  an  impious  hand  upon 
organizations  that  have  done  business  like  that?  And  then,  that  is 
not  all.  They  have  been  subjected  to  criticisms  by  strong  lawyers 
and  intelligent  business  men  on  this  committee,  and  you  have  turned 
the  hindsights  of  this  committee  on  the  past  conduct  of  these  cor- 
porations to  ascertain  whether  or  not,  first,  any  fraud  was  perpe- 
trated; secondly,  whether  or  not  any  bad  faith  was  exercised;  and, 
thirdly,  whether  or  not  bad  judgment  was  exercised.  You  have  had 
the  advantages  of  looking  backward.  They  had  the  disadvantage  of 
looking  forward.  The  veil  was  not  rent  for  them.  They  had  to 
exercise  their  judgment  as  best  they  could,  and  I  appeal  to  the  in- 
telligence and  fairmindness  of  •  this  committee  that  it  is  not  fair  to 
criticize  them  even  if  you  find  something  in  which  your  judgment 
does  not  concur.  It  is  a  question  of  having  the  facts  and  having  the 
law,  having  the  cause  and  having  the  result  all  before  you;  and 
when  you  have  done  that,  gentlemen  of  this  committee,  when  you 
retire  to  consider  this  case,  let  me  ask  do  you  know  of  any  corporation 
in  your  experience,  do  you  know  of  any  individual  in  your  experience, 
that  could  stand  that  kind  of  test  without  developing  something  with 
reference  to  which  that  intelligent  and  good  men  might  differ. 

If  you  take  any  corporation  in  this  city,  from  the  biggest  of  the 
national  banks  to  the  smallest  of  the  trust  companies,  great  and  old 
and  young  and  small,  if  you  take  the  mercantile  corporations  in  this 
city,  if  you  please — I  go  further  than  that — if  you  take  any  indi- 
vidual and  take  liis  conduct  for  the  last  10  years  and  lay  it  bare  upon 
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this  table,  and  any  intelligent  member  of  this  committee  could  lay 
his  finger  of  condemnation,  so  far  as  judgment  is  concerned,  and  say, 
"  You  did  wrong  about  that,"  or  "  You  did  wrong  about  that,"  or 
"  You  exercised  bad  judgment  in  this  case,"  and  "  bad  judgment  in 
that." 

You  may  differ  with  members  of  the  board  of  directors  of  these 
corporations  as  to  whether  or  not  they  should  have  paid  divi- 
dends in  1911;  you  may  with  still  more  force  criticize  them  as  to 
whether  or  not  they  should  have  paid  the  dividend  of  July,  1912. 
We  can  only  echo  the  language  of  Mr.  Ashdowne  when  he  said  it  is 
"  an  open  question  '•  as  to  whether  or  not  it  was  wise  to  pay  that 
dividend  in  July,  1912 ;  that  it  was  an  open  question  to  the  member- 
ship of  the  board  within  itself;  it  is  an  open  question,  perhaps,  to  the 
membership  of  this  committee  now.  It  might  be  an  open  question  to 
any  set  of  intelligent  business  men  to  whom  it  might  be  submitted. 

But,  gentlemen  of  this  committee,  what  proof  is  that?  This  com- 
mittee is  not  sitting  as  a  court  or  as  an  investigating  committee  of 
Congress  for  the  correction  and  review  of  errors  of  judgment  by 
corporations  in  the  exercise  of  their  corporate  functions  and  rights. 
It  would  be  an  interminable  task,  an  unthinkable  conception,  to  place 
that  duty  and  responsibility  upon  you. 

Even  if  you  think  that  dividend  or  any  other  diA'idend  ought  not 
to  have  been  paid,  or  if  you  differ  with  these  gentlemen  in  the  pas- 
sage of  the  resolution  increasing  the  price  of  stock  from  $11  to  $12 
in  the  month  of  June,  1912,  was  it  not  within  their  power,  was  it  not 
within  their  corporate  power,  to  do  that?  Is  anybody  here  who 
bought  that  stock  at  the  increased  price  complaining?  Is  there  any 
cause  of  action  here?  Can  this  committee  sit  in  judgment  upon  that? 
And  even  if  you  could,  and  even  if  you  felt  that  you  should,  are 
you  filing,  for  one  moment,  lightly  or  even  with  the  gravest  con- 
sideration, to  cast  aspersions  upon  gentlemen  who  are  as  honest 
and  as  true  to  the  obligations  in  life  as  are  the  members  of  this  com- 
mittee or  anybody  within  the  sound  of  my  voice?  Will  this  com- 
mittee sit  in  judgment  upon  the  conscience,  will  this  committee  sit  in 
judgment  upon  the  good  faith  or  bad  faith  of  men  like  Robert  J. 
Wynne,  who  was  a  distinguished  First  Assistant  Postmaster  General 
of  the  United  States,  who  himself  has  been  trained  to  detect  fraud, 
who  is  the  man  who  inspired  the  post-office  fraud  prosecutions  in  the 
years  gone  by,  six  or  seven  years  ago  ?  And  I  remember  that  I  felt 
myself,  as  one  of  the  counsel  for  defendants  in  some  of  those  cases, 
the  sting  of  his  steel. 

He  was  honored  by  the  President  of  the  tjnited  States  to  be  the 
Postmaster  General  of  the  United  States,  and  afterwards  he  did  not 
disgrace  his  country  but  honored  it  as  its  consul  general  at  the  capital 
of  the  biggest  nation  in  the  world.  Would  Wynne  be  a  party  to  a 
fraud  ?  Can  it  be  said,  in  the  language  of  Mr.  Bell  (and  he  need  not 
give  himself  an  overwhelming  measure  of  credit  for  saying  it),  that 
they  did  not  understand  what  they  did,  they  did  not  understand  the 
insurance  business,  that  he  knew  more  about  it  than  they?  Wynne 
can  make  no  such  defense  as  that,  even  at  the  suggestion  of  so  distin- 
guished a  man  as  Charles  J.  Bell. 

The  Almighty  gave  him  intelligence  and  I  think  He  gave  him  con- 
science, and  he  did  not  commit  any  fraud  or  do  any  wrong,  and  I 
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do  not  believe  this  committee  or  any  member  of  it  will  get  liis  own 
conscience's  consent  Jo  so  express  himself. 

Is  it  to  be  said  that  a  man  like  Justice  Gould  did  not  understand 
what  he  was  doing?  A  man  famed  as  a  lawyer  and,  I  say  here  in  this 
presence,  great  as  a  judge,  and  I  say  it  as  one  who  has  gone  in  and 
out  before  him  in  years  gone  by  that  he  stands  out  as  one  of  the 
greatest  judges  who  ever  graced  our  bench,  and  he  is  just  as  great 
to-day  in  the  estimation  and  appraisal  of  this  community  as  he  was 
before  the  investigation  began. 

Did  not  my  friend,  a  worthy  son  of  a  worthy  sire,  Mr.  Carusi, 
understand  what  he  did?  Has  he  not  a  conscience?  And  so  with 
Kobert  N.  Harper,  president  of  a  bank,  and  a  prosperous  bank,  in 
this  community. 

Then  take  Mr.  Tuttle,  the  president  of  the  other  company.  He 
surely  has  passed  through  the  fire,  and  it  seems  to  me  he  has  come 
out  refined  gold.  He  has  undertaken  to  make  a  living  for  himself. 
He  has  undertaken  to  do  something  for  himself.  He  has  undertaken 
to  organize  an  insurance  company  here.  It  seems  to  me  it  was  not 
an  uncommendable  ambition  to  be  the  head  of  a  great  fire  insurance 
company  at  the  National  Capital.  And  if  he  came  here  burdened 
with  a  handicap  or  a  millstone,  in  the  shape  of  the  uncompromising 
hostility  of  the  superintendent  of  insurance  of  the  State  of  New  York, 
if  he  succeeded  despite  that,  then  greater  honor  and  greater  credit  is 
due  him  than  otherwise  would  be  the  case. 

But,  gentlemen,  let  me  call  your  attention  to  two  or  three  salient 
facts.  Then  I  shall  pass  on,  because  I  am  trenching  upon  the  terri- 
tory sacredly  set  apart  for  Mr.  Carusi  and  over  which  he  has  traveled 
so  thoroughly  and  so  well.     Let  me  say  one  word  about  them. 

It  might  be  said  these  gentlemen  paid  a  dividend  out  of  a  surplus 
created  by  the  sale  of  stock  at  a  premium,  that  that  was  not  a  right 
thing  to  do.  If  they  did  it  with  the  motive  of  inducing  other  people 
to  buy  stock,  then  I  say  it  was  a  wrong  for  them  to  do,  and  I  join 
you  in  condemnation  of  it  as  thoroughly  as  you  could  yourself.  If 
they  paid  it  out  of  that  surplus  with  the  only  purpose  in  view  of 
holding  together  the  organization  and  keeping  the  stockholders  sup- 
porting the  company,  it  was  an  error  of  judgment,  even  then  that  no 
one  could  condemn  as  bad  faith  action  on  their  part. 

If,  on  the  other  hand,  they  had  a  surplus  out  of  whicli  to  i^ay  that 
dividend,  derived  wholly  from  the  earnings  of  the  corporation  in 
the  years  gone  by,  then  I  say  they  were  well  within  their  rights,  well 
within  their  legal  rights,  and  wholly  within  their  moral  rights. 

I  state  it  to  be  an  incontrovertible  fact  here  that  on  January  1, 
1912,  by  the  report  of  Mr.  Ashdowne,  this  corpora^tion  had  over  $50,000 
of  actual  money  in  the  shape  of  a  surplus  that  came  not  at  all  from 
the  sale  of  its  stock  at  a  premium,  but  wholly  from  the  past  earnings 
of  the  company ;  and  had  at  that  time  some  $20,000  of  surplus  that 
came  from  the  sale  of  stock  at  a  premium.  If  you  take  those  two 
and  unite  them  into  one  and  say,  "  We  can  not  tell  from  which  source 
this  money  came,"  then  there  can  be  no  criticism  of  the  payment 
of  this  dividend.  But  if  you  separate  them  into  two  parts  and  say, 
"  The  surplus  that  came  from  the  sale  of  stock  is  here  and  the  sur- 
plus that  came  from  the  earnings  of  the  company  is  here,"  I  say, 
then,  you  have  a  perfect  right  either  to  unite  them  or  to  separate 
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them.  If  YOU  unite  them,  then  you  can  not  say,  "This  particulai- 
fund  came  from  one  source  or  the  other."  If  you  separate  them,  T 
say  they  had  a  perfect  moral  right  to  set  apart  the  surplus  that  came 
from  earnings  as  a  sacred  fund  for  the  purpose  of  paying  dividends. 
Under  no  circumstances,  therefore,  we  contend,  can  there  be  any  just 
criticism  upon  this  company  for  their  action  in  that  particular. 

Gentlemen,  let  me  hasten  on.  Let  me  say  this  one  other  word 
before  I  finish  with  reference  to  the  attack  on  the  First  National.  As 
I  see  it,  gentlemen,  there  is  no  more  justification  for  criticism  of  the 
First  National  and  for  bringing  it  into  this  investigation  than  there 
would  be  to  bring  any  unimpeachable  national  bank  and  trust  com- 
pany of  the  United  States  into  this  investigation.  Its  capital  stock 
stands  nearly  five  hundred  thousand  paid  in.  Its  surplus  stands 
$478,000  paid  in.  It  has  done  no  business.  It  had  no  opportunity 
to  do  wrong. 

Mr.  PEorxy.  Are  you  correct  on  your  figures  there? 

Mr.  Douglas.  Yes;  I  take  these  figures  from  the  report. 

Mr.  Prouty.  That  includes  the  increased  value? 

Mr.  Douglas.  Yes,  sir;  it  is  $268,000  without  it  as  a  surplus  and 
$488,000  of  capital. 

There  are  only  two  things  that  have  been  said  with  reference  to 
that.  Nothing  whatever  about  the  conduct  of  the  company.  It  had 
no  chance  for  conduct  or  for  misconduct.  But  that  it  did  succeed  in 
getting  ^ts  capital  stock  paid  in — a  million-dollar  organization — 
stands  undisputed.  And  that  its  assets  are  intact  is  also  beyond 
dispute. 

It  has  been  said  they  paid  too  much  for  the  sale  of  that  stock ;  that 
the  contract  of  seven  and  a  half  per  cent  to  Tuttle,  Wightman  & 
Dudley  was  too  much ;  and  that  twelve  and  a  half  per  cent  of  an  ex- 
pense allowance  is  too  much. 

T  ask,  gentlemen,  with  all  respect,  who  is  to  say  that  is  too  much? 
I  say  again,  you  are  not  here  to  sit  as  lawyers  or  as  members 
of  a  board  of  directors  of  appeal  to  determine  whether  or  not  these 
contracts  were  reasonable  or  unreasonable.  You  are  not  to  under- 
take to  pass  upon  that  question.  And  if  you  do,  then  the  evidence  is 
all  one  way  as  to  that.  Under  this  contract  they  had  an  expense 
allowance  of  12^  per  cent  and  a  fixed  commission  of  7^  per  cent ;  and 
I  call  your  attention  especially  to  the  fact  that  the  contract  provided 
that  if  the  expense  exceeded  in  the  total  20  per  cent — 12|  per  cent 
and  7^  per  cent — it  would  come  out  of  the  pockets  of  Tuttle,  Wight- 
man  &  Dudley.  I  call  your  attention  to  the  fact  that  at  that  time  it 
was  a  wholly  untried  venture.  No  one  knew  whether  or  not  it  could 
possibly  succeed.  That  it  did  succeed  reflects  great  credit  upon  them. 
But  they  had  to  finance  it,  to  put  up  money,  take  the  chances,  put  up 
their  labor,  hire  their  officers,  employ  their  clerical  force,  and  spend 
thousands  and  tens  of  thousands  of  dollars  in  postage,  without  any 
sure  return-^that  stands  out  beyond  the  pale  of  controversy.  And 
that  they  were  limited  to  20  per  cent,  so  that  if  they  exceeded  that 
amount  they  would  lose  it,  is  also  in  the  contract.  And  whether  they 
made  this  money  quick  or,  as  Mr.  Carusi  said,  scattered  over  a  term 
of  years,  is  a  matter  that  does  not  affect  either  the  legality  or  the 
morale  of  the  subject. 

I  am  not  going  to  waste  your  time  nor  tax  your  patience  by  talk- 
ing about  the  literature.    Mr.  Carusi  has  said  all  that  needs  to  be 
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said  upon  that  subject.  I  simply  add  to  that  the  statement  that  if  any- 
body has  been  misled  by  that  literature,  they  have  their  recourse  to 
the  courts.  That  is  not  a  matter  for  the  Congress  of  the  United 
States  to  expend  its  time  and  funds  upon.  The  courts  are  provided 
with  all  adequate  machinery  to  meet  that  kind  of  situation.  And 
even  when  they  thought  they  might  have  had  their  complaints 
filed  here,  I  say,  once  more,  that  not  one  out  of  the  6,000  has  filed  a 
complaint  that  ,they  were  misled  by  that  literature. 

So,  gentlemen,  taking  the  situation  of  these  companies  without 
the  real  esta,te,  one  stands  with  a  capital  of  $430,000  paid  in  and  in- 
tact, and  with  $100,000  of  surplus  paid  in  and  intact,  with  no  fire 
losses  outstanding  and  no  obligations  undischarged ;  and  I  say  the 
First  National  Fire  Insurance  Co.  stands  even  in  a  better  position 
than  that. 

Now  comes  the  real-estate  transaction,  about  which  I  wish  to  have 
the  attention  of  the  committee  for  a  brief  space  of  time.  I  make 
this  statement  and  I  specially  urge  that  consideration  be  given  to 
it  by  the  legal  members  of  the  committee,  because  it  is  a  legal  propo- 
sition : 

I  contend,  gentlemen  of  this  committee,  that  if  this  appraisement 
was  made  duly,  in  accordance  with  the  usages,  practices,  and  cus- 
toms of  the  office  of  the  superintendent  of  insurance,  and  in  accord- 
ance with  the  custom  that  had  prevailed  since  the  Congress  of  the 
United  States  passed  our  insurance  law  and  created  the  office  of 
superintendent  of  insurance,  for  a  period  of  more  than  10  years,  and 
if  the  superintendent  of  insurance  acted  in  good  faith,  without  cor- 
rupt motive,  without  bias,  in  appointing  these  appraisers,  and  if 
these  appraisers  are  found  by  you  to  be  men  of  integrity  and  char- 
acter in  this  community,  and  if  you  find  further  that  they  acted  in 
good  faith  and  in  the  exercise  of  their  judgment  in  making  this  ap- 
praisement and  that  they  were  not  controlled  or  influenced  by  cor- 
rupt or  bad  motive,  even  that  of  interest  or  bias,  it  is  your  duty, 
your  plain  duty,  and"  I  think  it  will  be  the  pleasure  of  this  committee 
not  to  undertake,  even  if  they  could  do  so,  to  disturb  it,  especially 
if  you  find  that  that  appraisement  is  fairly  supported  by  the  evi- 
dence adduced  at  your  hearings  here. 

Would  you  mind  letting  me  repeat  that  once  more  in  a  different 
way?  I  contend  that  if  these  appraisers  were  appointed  in  accord- 
ance with  the  usage  and  unbroken  custom  in  this  jurisdiction  since 
the  office  of  superintendent  of  insurance  was  established  10  years 
ago — and  this  is  not  an  exceptional  case,  but  an  ordinary  case — and 
if  you  find  that  these  appraisers  were  appointed  by  Mr.  Ingham  in 
the  discharge  of  the  duties  of  his  office  in  accordance  with  that  usage 
and  practice,  to  ascertain  these  values,  and  he  did  it  in  good  faith 
and  not  through  corrupt  or  bad  motives,  and  if  these  appraisers 
thus  appointed  were  men  good  and  true,  had  character,  had  intelli- 
gence, had  expert  knowledge  to  perform  the  task  imposed  upon 
them,_and  if  in  deed  and  in  fact  they  did  discharge  that  duty  and  if 
the  discharge  of  their  duty  was  characterized  with  intelligence  and 
good  faith,  that  it  is  your  duty  plainly  to  simply  say,  "  We  can  not 
and  we  will  not  seek  to  disturb  this  appraisement." 

Mr.  Peouty.  If  you  will  glance  at  that  resolution,  you  will  see  we 
were  not  instructed  to  ascertain  whether  the  appraisement  was  right 
or  wrong.    We  were  specially  directed  to  appraise  it. 
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Mr.  Douglas.  Pardon  me  if  I  give  the  answer  that  is  in  my  mind. 

Mr.  PEOUTr.  Surely. 

Mr.  Douglas.  ]\Iy  answer  is  this — and  I  should  have  elaborated 
that,  but  I  have  been  so  anxious  to  get  along  with  some  rapidity  to- 
ward the  end.  I  should  have  said  in  my  further  explanation,  that  it 
is  explained  in  detail  in  this  brief,  and  that  is  one  apology  I  have  to 
offer  for  not  going  into  any  legal  argument  in  this  matter. 

I  say  to  you  especiallj%  Judge  Prouty,  as  you  have  asked  the  ques- 
tion, that  our  idea  about  that  is  that  your  duty  to  appraise  that 
property,  as  we  construe  the  ^resolution,  is  only  an  incident  to  the 
discharge  of  your  general  duties,  and  it  is  to  be  done  for  the  pur- 
pose of  aiding  you  m  determining  whether  or  not  this  appraisement 
made  by  these  apja raisers,  appointed  by  this  superintendent  of  insur- 
ance— because  that  is  the  crux  of  this  whole  matter — was  evidence 
of  bad  faith  upon  the  part  of  Mr.  Ingham  in  the  first  place,  and  of 
the  insurance  companies  in  the  second  place,  and  of  the  appraisers 
in  the  third  place. 

In  other  words,  suppose  you  conclude — and  I  submit  with  great 
deference  that  you  can  conclude  but  one  way  on  that  subject — -that 
there  is  not  one  particle  of  evidence  here  upon  which  any  intelligent 
mind  can  form  the  conclusion  that  there  is  any  corruption  between 
these  insurance  companies  and  the  office  of  the  superintendent  of 
insurance;  and  if  that  be  true,  and  if  these  other  propositions  are 
true — and  I  will  discuss  them  for  just  a  moment — then  you  will  have 
discharged  your  duty  and  it  becomes  unnecessary  for  you  to  reach  a 
conclusion  in  dollars  and  cents,  as  to  the  correct  valuation,  first  upon 
the  land,  then  upon  the  building,  and  then  upon  the  land  and  build- 
ing in  combination. 

Suppose  the  valuation  on  this  building  had  been  entirely  without 
the  range  of  good  sense ;  suppose  they  had  placed  a  valuation  on  this 
property  of  $200  a  foot,  if  you  please,  or  $5,000,000  upon  the  build- 
ing— and  I  say  to  you.  Judge  Prouty,  that  it  will  appeal  to  you  as  a 
lawyer  and  a  ]udge,  that  the  best  way  to  test  a  legal  proposition  is  to 
take  a  radical,  extreme  case.  Suppose  you  found  a  situation  like  that 
here.  Suppose  Ingham  came  here  and  denied  everything,  that  Mr. 
Tuttle  was  asseverating  his  innocence,  as  was  Mr.  Hensey  and  every- 
body else.  Suppose  you  found  they  came  here  and  put  a  perfectly 
ridiculous  and  absurd  valuation  upon  both  the  land  and  the  building, 
so  much  so  that  it  could  not  be  sustained  and  would  not  appeal  to 
your  conscience  or  intelligence  as  an  act  done  and  performed  by  sane 
men,  or  if  done  by  sane  men  coidd  not  have  been  done  by  men  who 
were  honest — ^you  would  conclude  that  there  was  something  back  of 
it ;  you  would  say  "  I  have  no  positive  proof  of  corruption,  but  I  have 
proof,  circumstantial  if  you  please,  but  when  it  is  complete  it  is  all- 
powerful  evidence  of  a  corrupt  bargain  struck  between  the  insurance 
company  and  the  insurance  department."  That  is  the  way  it  is 
germane.     That  is  the  way  it  is  relevant  to  the  issue  here. 

So  let  me  go  back  for  a  moment;  let  me  state  briefly  the  circum- 
stances under  which  this  appointment  was  made. 

First  of  all,  that  Ingham  made  the  appointment  and  not  Darneille 
is  not  in  controversy  at  all.  Ingham  selected  the  two  appraisers 
himself,  as  well  as  Darneille ;  and,  mind  you,  gentlemen  of  the  com- 
mittee, he  selected  one  man  whom  he  had  used  before  on  two  or  three 
different  occasions— Mr.  Hensey.     He  selected  one  man  whom  he  did 
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not  know  by  sight,  though  he  knew  him  by  reputation  as  William  P. 
Xiipscomb.  Then  what  did  he  do?  He  asked  Mr.  Darneille  to  go  to 
Mr.  Morris  Hacker,  the  building  inspector,  and  then  he  left  town 
himself.  It  did  not  look  very  much  like  a  corrupt  bargain;  he  did 
not  stay  here  on  the  job  to  look  after  the  execution  of  a  corrupt  deal. 
He  left  Washington  on  other  business,  but  he  told  Darneille  to  see 
Morris  Hacker  to  find  out  if  he  was  right  in  his  estimate  and  opinion 
of  Ml'.  Lipscomb. 

Mr.  Peouty.  As  of  what  date  do  you  fix  that? 

Mr.  Douglas.  That  was  in  October,  I  think;  about  the  19th  of 
October.  He  sent  him  to  see  Morris  Hacker  to  be  confirmed  in  the 
exercise  not  only  of  good  faith  but  the  exercise  of  good  judgment. 
What  else  happened?  The  insurance  companies  did  not  appear  upon 
the  scene  at  all  except  after  the  appraisers  had  been  selected,  when 
Darneille  went  there  for  some  preliminary  information  from  Mr. 
Carusi.  The  only  word  uttered  by  Carusi  was  that  he  would  rather 
have  had  Mr.  Bell  named  as  one  of  these  appraisers,  claiming  they 
ought  to  have  the  right  to  name  one  of  the  appraisers;  and  I  say 
here  and  now  that  it  is  in  accordance  with  good  sense,  it  is  in  accord- 
ance with  fair  play,  it  is  in  accordance  with  usages  and  customs  here, 
and,  I  think,  everywhere  else,  to  allow  the  parties  interested  in  an 
appraisement  to  have  one  representative  upon  the  board  of  ap- 
praisers. The  only  suggestion  Mr.  Carusi  made  was  he  would  have 
preferred  to  have  had  Mr.  Bell  named  as  an  appraiser,  in  the  nature 
almost  of  an  objection  to  Mr.  Hensey.  The  other  man  was  appointed, 
Mr.  Lipscomb,  after  the  precautionary'  measures  taken  by  Mr. 
Tngham  to  consult  Mr.JMoiTis  Hacker,  the  building  inspector;  and 
everybody  who  lives  in  the  District  of  Columbia  will  bear  me  out  in 
saying  that  no  better  inspector  was  e^er  in  that  office,  so  far  as  the 
District  of  Columbia  is  concerned.    They  were  appointed. 

Then  a  suggestion  was  made  by  a  man  whose  mind  is  filled  with 
suspicion  of  everybody  and  everything  excepting  himself,  Col.  Jud- 
son,  that  he  thought  because  Mr.  Hensey  was  a  member  of  the  board 
of  directors  of  the  District  National  Bank,  forsooth  he  might  be 
corrupt,,  or  forsooth  he  might  be  influenced  by  it.  Then  it  transpires 
that  after  this  in^cestigation  was  under  way  for  two  weeks  Hensey 
laid  his  eyes  upon  Mr.  Tuttle.  and  met  him  for  the  first  time,  hap- 
pening by  chance  to  meet  him  in  my  own  office.  Then  Judson  found 
out  Lipscomb  was  en  that  board,  but  he  either  forgot  to  tell  or  he 
would  not  tell  or  he  did  not  know  that  Lipscomb- was  on  the  board 
of  directors  of  the  Union  Trust  Co..  over  which  Mv.  Stellwagen 
presides. 

Mr.  Stellwagen  testified  that  these  gentlemen  were  honest  and 
capable  in  every  way  to  do  this  work ;  so  did  Mr.  Glover,  Mr.  Bell, 
Mr.  Hoover,  and  all  the  rest.  Will  this  committee  for  one  moment 
consider,  will  you  waste  your  time  in  asking  and  answering  the 
question,  was  this  appraisement  made  by  those  gentlemen  in  the 
exercise  of  the  intelligence  which  they  had,  and  was  it  characterized 
by  good  faith  on  their  part,  or  are  they  interested  in  these  com- 
panies in  any  way — have  they  a  share  of  stock  in  them?  Have*  they 
any  ax  whatsoever  to  grind,  any  reason  on  earth  why  they  should 
besmirch  their  good  names  or  run  the  risk  or  hazard  of  being  criti- 
cized by  this  committee  or  by  the  community  or  even  by  Mr.  Stell- 
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wagen  if  they  did  not  do  what  their  consciences  told  them  to  do? 
Is  there  any  reason  under  the  sun  why  any  member  of  this  com- 
mittee or  anybody  else  should  for  one  minute  doubt  the  absolutely 
perfect  good  faith  of  each  and  every  member  of  that  board  of  ap- 
praisers? 

I  go  further  than  that — and  herein  lies  the  crux  of  the  whole  mat- 
ter so  far  as  this  attack  is  concerned.  I  go  one  step  further  and 
say  that  you  might  have  the  right  and  you  might  feel  it  your  duty 
to  disturb  this  appraisement  if  it  was  so  overwhelmingly  shown  by 
the  weight  of  the  evidence  and  the  facts  as  to  make  you,  whether  you 
will  it  or  not,  suspect  their  good  faith;  but  I  go  further  than  that, 
and  say  that  we  have  taken  upon  ourselves  the  burden  of  sustaining 
that  appraisement,  not  by  the  mere  weight  of  the  evidence,  but  by 
the  overwhelming  weight  of  the  evidence  from  every  standpoint 
from  which  you  might  view  it. 

First  of  all,  we  have  11  witnesses  testifying  here  as  to  the  value  of 
the  land  alone,  and  by  chance  there  are  11  testifying  as  to  the  value 
of  the  building  alone,  all  sustaining  the  appraisement  of  these  ap- 
praisers. 

A\'e  have  four  testifying  contra  on  the  value  of  the  land.  We  have 
one  testifying  contra  on  the  value  of  the  building. 

To  talk  abotit  the  last  man  who  testified  on  the  value  of  the  build- 
ing, to  say  one  word  in  condemnation  of  him,  would  be  like  kicking 
the  dead  body  of  Ca'sar,  so  pitiful  and  jDathetic  a  spectacle  did  he 
make  of  himself;  and  I  refer,  upon  my  responsibility  here  as  a  man, 
to  Mr.  Snowden  .Vshford,  the  architect  of  the  District  of  Columbia. 

I  will  come  to  the  building  in  a  moment,  if  you  will  pardon  me  for 
discussing  the  land  first. 

They  have  here,  first  of  all,  Mr.  Stellwagen,  Mr.  Hoover,  Mr. 
(xlover.  and  Mr.  Bell.  I  approach  the  discussion  of  anything  that 
might  in  any  way  reflect  upon  the  testimony  of  these  gentlemen  with 
the  greatent  possible  hesitancy.  I  know  these  gentlemen  have  won 
their  spurs  in  the  District  of  Columbia.  Nothing  succeeds  here  or 
elsewhere  throughout  the  world  like  success.  These  gentlemen  have 
been  honored  in  this  community  and  are  now  honored  here.  They 
are  the  heads  of  four  great  institutions  in  the  District  of  Columbia, 
and  their  word  in  some  places  may  be  law.  I  do  not  think  their 
word  here  will  be  law,  because  we  are  not  dealing  with  their  law  nor 
with  your  law  nor  with  my  law,  but  we  are  dealing  with  incon- 
trovertible facts,  and  I  am  going  to  prove  to  each  member  of  this 
committee,  whether  he  wills  it  or  not,  if  he  will  listen  to  me — be- 
cause nothing  is  so  mighty  as  truth — I  am  going  to  prove  beyond  a 
cavil  of  doubt  that  there  is  not  a  vestige  left,  not  even  an  infinitesimal 
fraction  of  a  vestige  left,  of  this  charge  of  an  excessive  appraisement. 

I  will  take  the  land  first  and  discuss  the  witnesses  who  testified  as 
to  the  land.  I  appeal  to  you  gentlemen  who  have  had  experience  in 
the  court  room  that  when  we  come  to  measure  the  testimony  of  wit- 
nesses we  take  their  point  of  view,  we  take  their  bias,  we  take  their 
prejudice,  we  take  their  interest,  and  even  their  statements  of  fact 
cum  grano  salis;  but  especially  so  when  we  are  dealing  with  mere 
matters  of  opinion,  for  we  are  all  influenced  so  much  by  our  feelings 
and  prejudices  that  we  can  give'  the  most  ridiculous  and  absurd 
opinions  and  yet  convince  ourselves  that  we  are  right.     A  wise  man 
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once  said  that  we  spend  half  our  time  trying  to  fool  ourselves  and 
the  other  half  trying  to  fool  other  people. 

Mr.  Prouty.  Let  me  suggest  the  inquiry  whether  it  will  be  possible 
for  you  to  close  this  matter  to-night? 

Mr.  Douglas.  I  think  I  shall  be  able  to  conclude  to-night. 

Mr.  Peouty.  As  this  is  the  first  day  I  have  been  out  since  my  ill- 
ness, I  do  not  care  to  tax  my  strength  much. 

-  Mr.  Douglas.  I  would  like  to  be  able  to  conclude  this  real  estate 
feature  of  the  matter,  if  it  Avill  not  tax  you  too  much. 

After  informal  discussion : 

Mr.  Redfield.  I  move,  Mr.  Chairman,  that  we  adjourn  to  meet  at 
half  past  9  o'clock  to-morrow  morning. 

Mr.  Peouty.  Before  you  adjourn,  Mr.  Chairman,  I  want  to  offer 
in  evidence  the  underwriting  contract  between  the  First  National 
Fire  Insurance  Co.  and  Tuttle,  Wightman  &  Dudley  (Inc.).  It 
seems  that  in  all  the  evidence  presented  that  has  not  been  incorpo- 
rated. 

Mr.  JoHNSox.  Mr.  Douglas,  the  committee  has  decided  to  allow 
you  to  continue  your  argument  to-morrow  morning  at  9.30.  Then, 
when  you  have  completed  your  argument,  we  wilj  arrive  at  some  con- 
clusion as  to  when  ^^e  can  hear  Mr.  Easby-Smith's  argument.  We 
will  now  ask  the  attorneys  to  remain  just  a  moment  after  everybody 
else  has  gone,  to  take  up  another  feature. 

Mr.  Douglas.  May  I  ask  the  consent  of  the  committee  to  have  the 
brief,  which  we  have  prepared  on  the  scope  of  this  investigation,  put 
into  the  record  ? 

Mr.  Johnson.  Oh,  yes.    There  is  no  question  about  that. 


Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  of  Representatives, 
Washington,  D.  C,  February  11, 1913. 
The  subcommittee  met  at  9.30  o'clock  a.  m.,  Hon.  Ben  Johnson 
(chairman)  presiding. 
Mr.  Johnson.  You  may  proceed,  Mr.  Douglas. 

ARGUMENT  OF  MR.  CHARLES  A.  DOUGLAS— Continued. 

Mr.  Douglas.  Stating,  Mr.  Chairman  and  gentlemen  of  the  com- 
mittee, in  a  sentence  the  position  taken  at  the  session  last  evening,  I 
wish  to  state  that  our  position  on  the  law  affecting  this  investigation 
is  that  it  is  the  duty  of  this  committee  to  investigate,  and  to  investigate 
only,  the  question  as  to  whether  or  not  any  im.proper  relationship 
existed  or  exists  between  these  insurance  companies  and  the  under- 
writing finn  on  the  one  side,  collectively  or  singly,  and  the  occupant 
of  the  office  of  superintendent  of  insurance ;  that  all  the  evidence  here- 
tofore taken  that  bears  upon  that  question  should  be  considered  by 
this  committee,  and  all  the  rest  of  it  cast  upon  the  ash  heap ;  and 
that  it  is  only  the  investigation  into  the  affairs  of  that  office  and  the 
conduct  of  that  officer  that  gives  this  committee  jurisdiction  at  all. 
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Let  me  say.  gentlemen,  in  that  connection  again  what  I  tried 
to  stress  last  evening,  and  that  is  that  there  is  absolutely  no  evidence 
in  this  record,  it  seems  to  us,  that  in  any  way  justifies  even  a  suspicion 
now  that  there  was  anything  improper  in  that  relationship.  The 
light  of  day  has  been  cast  upon  the  conduct  of  the  superintendent  of 
insurance  ifroni  the  time  of  his  appointment,  and  even  antedating 
his  appointment,  down  to  this  hour,  and  no  one  has  come  fonvard  to 
even  father  the  charge  now  that  there  was  anythino-  wrong  in  the  con- 
duct or  in  the  motives  that  actuated  the  conduci  of  the  superintend- 
ent of  insurance.  That  being  so,  I  am  utterlj^  unable  to  argue  or  dis- 
cuss a  question  ;is  to  which  there  is  nothing  to  discuss. 

I  did  call  attention  last  evening  to,  and  was  connnencing  upon 
that  branch  of  the  argvnnent  on,  the  subject  of  real-estate  values. 
I  did  stress  the  circumstances  under  which  these  gentlemen  were 
appointed,  calling  the  committee's  attention  to  the  fact  that  these 
appraisers  were  not  appointed,  any  of  them,  at  the  instance  of  any- 
body connected  with  the  fire  insurance  companies.  There  is  not  one 
scintilla  of  j)roof  anywhere  in  this  record,  consi.sting  of  2,000  pages, 
that  would  justify  any  intelligent  mind  in  reaching  iuiy  other  con- 
clusion than  that  stated. 

On  the  contrary,  as  I  said  Inst  evening  (although  I  (lo  not  want  to 
weary  the  patience  of  the  committee,  but  I  wish  to  call  your  attention 
once  more  to  the  fact),  the  only  time  it  was  ever  referred  to  by 
anyone  connected  with  these  fire  insurance  companies  was  in  a  con- 
versation between  ]Mr.  Darneille  and  Mr.  Carusi,  ii)  which  Mr.  Carasi 
indicated  that  he  thought  the  insurance  companies  ought  to  have  a 
right  to  name  one  of  the  appraisers,  and  suggested  the  name  of  Mr. 
K.  W.  Beall.  At  that  time  the  superintendent  of  insurance  was  out 
of  the  city.  He  had  gone  somewhere  on  business,  and  at  this  time  I 
have  forgotten  where  he  went.  But  Mr.  Darneille  had  no  authority 
in  the  preuiises.  and  that  is  one  additional  proof  <hat  he  had  no  dis- 
cretion whats(!e\er,  because  he  simply  had  to' cast  aside  the  suggestion, 
and  the  suggestion  invohcd  the  taking  of  Mr.  Beall  instead  of  Mr. 
Hensey. 

I  did  mention  last  evening,  besides  making  that  statement,  that 
the  superintendent  of  insurance  was  not  acquainted  witli  Mr.  Lips- 
comb at  all,  that  he  took  the  extra  precaution  of  asking  Mr.  Darneille 
to  see  Mr.  Hacker,  the  building  inspector,  to  ascertain  if  his  under- 
standing of  the  qualifications  of  Mr.  Lipscomb  was  correct.  I  should 
have  made  last  evening  the  further  statement  that  JNIr.  Ingham  him- 
self was  not  even  acquainted  personally  with  Mr.  Hensey.  A  friend 
of  mine  called  my  attention  to  the  record  last  evening,  after  the  argu- 
ment, that  Mr.  Hensey  did  not  meet  Mr.  Ingham  until  after  this  work 
had  been  discharged,  until  after  he  had  been  appointed  and  Ingham 
had  retvirned,  and  he  was  afterwards  introduced  to  him. 

Now,  it  is  a  right  remarkable  situation  that  here  were  three  ap- 
praisers, appointed,  mere  acquaintances  themselves,  and  two  out 
of  the  three  not  personally  acquainted  with  the  superintendent  of 
insurance.  Mr.  Hensey  was  not  personally  acquainted  with  Mr. 
Tuttle,  the  president  of  the  insurance  companies,  and  did  not  meet 
him  until  this  investigation  was  half  through. 

So  it  seems  to  me  that  it  would  be  a  foolish  and  superfluous  thing 
to  argue  before  this  committee  that  there  was  any  frame  up  there  of 
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any  kind  or  character,  or  that  there  is  any  evidence  to  justify  the 
most  suspecting  or  suspicious  mind  that  there  was  anything  wrong. 

Then,  they  got  the  large  sum  of  $50  apiece  for  their  work.  I  think 
that  is  the  only  thing  that  reflects  upon  each  and  every  one  of  them — 
that  they  should  have  charged  $60  for  the  appraising  of  a  $2,000,000 
piece  of  property.  I  do  not  suppose  they  would  do  it  again,  if  they 
ever  could  be  dragged  into  appraising  any  property  at  any  price 
again. 

So,  then,  if  this  appraisement  was  made  by  honest  men,  men  who 
honestly  discharged  their  duty  as  they  saw  it,  and  if  they  had  the 
experience  and  equipment  to  enable  them  to  do  it,  and  if  they  brought 
to  the  discharge  of  that  duty  their  character  and  their  equipment, 
there  being  no  bad  faith  in  their  appointment  and  no  corrupt  relation 
between  the  insurance  companies  and  the  appointing  power,  then  I 
take  it  that  this  committee  would  regard  it  as  being  without  their 
power  to  review  that  api^raisement,  and  certainly  not  if  the  evidence 
supports  it  and  it  fairly  supports  it.  I  will  go  further  than  that  and 
say  that  the  evidence  supports  it  sufficiently  to  rebut  any  presumption 
of  bad  faith  in  their  conduct  in  connection  with  this  matter. 

At  the  hour  of  adjournment  last  evening  I  had  just  reached  the 
point  where  I  made  the  statement  that  we  would  go  one  step  further 
and  take  upon  ourselves  the  burden  of  proof  here.  We  will,  for  the 
purposes  of  this  discussion,  assume  that  unless  we  can  show  that 
the  appraisement  was  supported  by  the  overwhelming  weight  of  the 
evidence  you  would  have  to  appraise  it  against  the  appraisal  of  the 
appraisers.  Xow,  we  take  that  burden  upon  ourselves,  a  voluntary 
burden. 

I  am  going  to  show  to  this  committee,  if  the  committee  will  give  me 
its  attention,  by  the  record  here  that  this  appraisement  of  these 
gentlemen  has  been  supported  in  a  fashion  so  overwhelming  that 
doubt  of  its  fairness  exists  no  longer.  I  do  not  mean  by  the  num- 
ber of  witnesses,  yet  that  is  one  of  the  ways  by  which  to  get  aid  in 
determining  how  a  question  of  fact  is  to  be  solved.  Of  course,  a 
mere  cloud  of  witnesses  will  count  for  very  little,  but  all  of  us  who 
have  had  experience  in  the  trial  of  causes  know  that,  everything  else 
being  equal,  it  does  count  for  something.  If  20  men  think  one  way 
and  2  men  think  the  other  way,  of  course  the  2  men  may  be  right  and 
the  20  men  may  be  wrong,  and  the  reason  why  that  may  be  so  is 
because  the  two  men  may  have  more  sense  than  the  whole  20  men 
combined,  and  vmfortunately  that  is  not  an  infrequent  experience; 
but  if  you  take  the  20  men  and  find  out  that  they  have  equal  intelli- 
gence and  equal  experience  and  capacity  every  whit  as  good,  and 
they  express  the  contrary  opinion,  and  if  there  is  no  reason  for  them 
to  he  biased  or  prejudiced,  then  mere  numbers  will  of  necessity 
count  for  something.  And,  gentlemen,  that  will  have  an  especial 
bearing  upon  this  issue  here,  because  questions  of  A-alues  are  largely 
questions  of  opinion. 

If  ail  of  the  community  composing  the  District  of  Columbia 
should  think  that  the  corner  lot  over  here,  the  property  in  this 
square,  is  worth  $5  a  foot,  it  almost  makes  it  $.5  a  foot,  because  what 
men  will  pay  for  property  is  determined  by  what  they  think,  and 
what  they  think  is  affected  largely  by  what  is  the  consensus  of  the 
judgment  of  the  community. 
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Suppose  it  should  be  a  fact  that  uine  meu  out  of  ten  in  the  District 
of  Columbia  who  would  pass  by  Fifteenth  and  H  Streets  should 
have  the  opinion  that  that  property  was  worth  forty  or  fifty  or  a 
hundred  dollars  a  foot.  That  is  half  the  battle  in  making  values. 
So  that  the  number  of  witnesses  testifying  in  favor  of  a  given  propo- 
sition on  the  question  of  value  and  the  high  price  of  real  estate  is 
bound  to  aid  anyone  in  reaching  a  conclusion  as  to  the  correct  value. 

I  want  to  make  the  statement  in  passing  that  it  counts  relatively 
for  very  little  here,  because  there  is  so  much  else  here  that  is  so  much 
.stronger  than  that,  and  therefore  I  will  not  waste  much  time  upon 
that.  T  simply  malce  the  statement  now  that  11  competent  real  estate 
men  have  testified  here  as  to  the  value  of  this  property,  supporting 
the  appraisal.  But  four  have  testified  to  the  contrary.  Xow,  suppose 
we  say  that  the  four,  in  the  expression  of  their  opinions,  are  worth 
more  or  as  much  as  the  other  eleven.  I  think  that  before  I  am 
through  I  will  show  that  their  opinions,  with  all  respect  to  them,  are 
not  worth  anything  in  this  record,  unless  opinions  are  more  valuable 
than  incontrovertible  facts. 

But  let  me  come  to  the  second  phase  of  this  matter,  and  that  is 
whether  or  not  bias,  prejudice,  passion,  count  for  anything,  and 
whether  or  not  they  should  be  considered  by  this  committee  in 
weighing  and  appraising  the  judgment  of  these  men.  who  are  seek- 
ing to  sit  in  judgment  upon  other  assessors. 

Messrs.  Stellwagen,  Bell,  Hoover,  and  Glover,  though  summoned 
here  by  this  committee,  came  here  with  prejudiced  minds,  just  in 
the  order  in  which  I  have  named  them  as  to  the  degree  of  their 
prejudices  and  passions. 

Mr.  Stellwagen  stands  out  foremost  in  the  ranks;  then,  trailing 
behind,  comes  Mr.  Bell,  then  Mr.  Hoover,  and  then  Mr.  Glover.  T 
put  them  in  that  order,  liecause  that  is  the  order  in  which  they  have 
impressed  m_y  mind  as  to  the  degree  of  prejudice  which  they  have 
brought  into  this  hearing. 

It  seems  to  me  that  after  all  this  lapse  of  time  and  after  all  the 
lights  have  been  thrown  upon  the  conduct  of  Mr.  Stellwagen,  that  it 
does  not  need  much  elucidation  at  the  hands  of  this  committee,  and 
I  want  to  say  something  about  that  at  the  conclusion  of  this  dis- 
cussion. I  want  to  say  now,  however,  that  he  comes  here  as  the  first 
man  who  ever  raised  a  question  as  to  the  incorrectness  of  this  ap- 
praisal. 

Mr.  Johnson.  Who  is  that? 

Mr.  Douglas.  Mr.  Stellwagen  Avas  the  very  first  man. 

Mr.  Johnson.  Was  it  not  Mr.  Bell? 

Mr.  DorcLAS.  It  was  Mr.  Bell,  although  in  his  note  he  said 
nothing  specifically  about  the  appraisement.  He  said,  "  This  is  the 
chance  for  you  to  join  a  get-rich-quick  crowd,"  or  something  of  that 
sort.  I  will  say  something  about  that  when  we  come  to  the  conclusion 
of  the  whole  matter. 

But,  at  any  rate,  Mr.  Stellwagen  was  the  first  man  who  put*  an  in- 
terrogation point  on  and  challenged  the  correctness  of  that  ap- 
praisement to  the  Commissioners  of  the  District  of  Columbia.  I 
will  not  say  in  an  offensive  way  that  it  was  none  of  INIr.  Stellwagen's 
business,  but  I  could  say  so  with  almost  a  fair  degree  of  accuracy. 
At  least,  I  might  say  that  nobody  had  thought  Mr.  Stellwagen  the 
general  public  censor  of  the  District  of  Columbia,  of  its  affairs,  moral, 
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legal,  and  political.  For  him  to  go  and  to  pick  out  the  property  of 
any  particular  insurance  company,  and  to  go  to  Mr.  Eudolph  or  to 
Mr.  Judson,  and  simply  say,  "  This  property  is  appraised  too  high," 
referring  to  property  owned  by  a  corporation  of  which  he  is  not  a 
stockholder,  is  to  undertake  to  challenge  the  correctness  of  the 
conduct  and  of  each  and  every  act  of  a  public  official  of  the  District 
of  Columbia.  It  may  be  that  he  is  the  self -constituted  censor  of  this 
District.  He  has  assumed  that  role.  He  was  the  first  man  who  ever 
saw,  according  to  this  statement,  the  report  of  these  companies — the 
very  first  man.  He  said,  "I  saw  it  before  Eudolph  saw  it,  and  I 
saw  it  before  Judson  saw  it." 

At  any  rate,  coming  down  to  the  question  of  real-estate  values. 
I  will  come  to  what  I  shall  denominate  with  deliberation  the  organiza- 
tion and  prosecution  here  of  a  conspiracy  to  ruin  these  companies. 
I  do  not  want  to  come  to  that  question  at  this  juncture,  but  I  want 
to  say  that  Mr.  Stellwagen  was  the  man  who  raised  this  question 
about  the  real-estate  value,  and  I  am  going  to  say,  furthermore,  that 
Iiis  motive  for  doing  so  was  not  a  good  one.  It  was  not  an  unselfish 
one,  and  there  was  nothing  in  it,  I  submit,  that  would  suggest  to 
any  fairminded  and  intelligent  man  high-mindedness  or  public- 
spiritedness.  He  was  controlled  by  several  motives  and  considera- 
tions. I  am  going  to  enumerate  them,  and  they  stand  out  in  this 
record,  and  they  stand  out  in  his  record.  The  first  one  was  and 
is  that  these  companies  were  and  are  in  competition  with  him.  The 
firm  of  Thomas  J.  Fisher  &  Co.,  over  which  he  says  he  nominally 
presides — and  yet  it  transpires  in  the  subsequent  developments  in 
this  record  that  Thomas  J.  Fisher  &  Co.  is  owned  by  the  trust  com- 
pany over  which  he  does  actively  and  actually  preside — does  an 
insurance  business  running  into  the  thousands  and  hundreds  of 
thousands  of  dollars  a  jear.  They  do  a  brokerage  insurance  busi- 
ness. This  concern  across  the  street — the  Commercial  Fire  Insur- 
ance Co. — has  cut  out  with  one  fell  swoop  all  agents'  and  broker- 
age charges  for  insurance  in  the  District  of  Columbia,  and  is  insur- 
ing property  here  at  a  lower  rate  than  his  companies  are  doing  it. 
Tell  me  he  was  not  interested ;  tell  me  he  was  not  concerned  to  strike 
down  this  company,  the  Commercial  Fire  Insurance  Co.,  if  he  could, 
with  one  fell  blow?  As  to  whether  or  not  he  would  be  willing  to 
do  it,  we  will  judge  him  by  what  he  did  do. 

I  am  talking  now  about  the  motive  of  Stellwagen.  He  had  the 
motive  to  do  evil ;  he  had  the  motive  to  do  wrong  here ;  and  whether 
or  not  he  was  so  high-minded  and  public-spirited,  the  coincidence 
is  here  that  the  very  concern  that  he  brings  the  attack  upon  chiefly 
was  just  across  the  street  from  Thomas  J.  Fisher  &  Co.,  doing  what 
he  would  call  a  cut-rate  business — a  cutthroat  business.  That  may 
be  a  coincidence.  It  may  be  that  Stellwagen  cared  nothing  about 
the  continued  existence  or  prosperity  of  a  concern  that  was  giving 
to  the  people  of  the  District  of  Columbia  a  lower  rate  of  insurance 
and  that  was  taking  away  from  the  brokerage  commission  on  busi- 
ness that  was  being  done  by  Thomas  J.  Fisher  &  Co.  It  may  be 
that,  the  further  motive  is  also  a  coincidence,  that  this  Southern 
Building  that  he  has  sought  to  damn  as  a  leprous  spot;  it  may  be 
that  he  forgot;  it  may  be  that  he  overlooked  the  consideration  or 
motive,  and  -was  not  influenced  by  the  fact  that  the  Southern  Build- 
ing was  in  competition  with  the  Union  Trust  Co.  Building,  over 
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which  he  presides  and  in  which  his  institution  is  housed !  It  may 
be  that  it  made  no  difference  to  Stellwagen.  He  may  have  been 
so  high-minded  and  so  public-spirited  that  he  was  entirely  oblivious 
to  the  fact  that  35  or  iO  tenants,  among  them  the  Rockefeller  Founda- 
tion and  other  high-cla'^s  tenants,  moved  out  of  his  building  and 
into  the  Southern  Building,  reducing  the  rate  upon  his  investment 
from  4  to  less  than  3  per  cent !  It  may  be  that  Stellwagen  was 
so  high-minded  that  he  did  not  realize  the  fact;  it  may  be  a  mere 
coincidence  that  he  attacked  an  insurance  company  that  was  do- 
ing a  cutthroat  business  against  Thomas  J.  Fisher  &  Co. !  It  may 
be  a  mere  coincidence  that  he  was  attacking  the  valuation  of  a  build- 
ing owned  by  that  insurance  company,  and  that  the  insurance  com- 
pany itself  was  in  the  sharpest  and  most  destructive  competition  with 
him,  and  that  the  building  itself,  the  value  of  which  he  Avas  putting 
down,  had  brought  his  investment  in  his  building  down  from  4  to 
less  than  3  per  cent ! 

It  may  be  that  he  was  unaware  of  the  fact  that  the  United  States 
Trust  Co.,  I  might  say,  the  dominant  tenant  in  that  building  occu- 
pying that  important  corner  there,  was  in  competition  with  his 
company;  and  it  may  be  the  fact  that  strained  relations  existed  be- 
tween him  and  Mr.  Eldridge  Jordan,  the  president  of  that  institu- 
tion, was  a  matter  of  no  moment  to  him.  He  did  not  even  remember  it 
all  when  he  was  in  this  state  of  exalted  high-minded  public  spirited- 
ness  and  yet  interfei'ing  with  the  appraisement  by  the  superintendent 
of  insurance  of  this  building,  and  bringing  down  all  the  injury  that 
could  possibly  befall  innocent  and  unoffending  people. 

It  may  be  when,  at  the  psychological  moment,  they  Avere  about  to 
have  appointed  here  the  chairman  of  the  inaugural  committee,  a  mere 
coincidence,  that  within  40  hours  of  the  time  of  the  appointment  of 
the  chairman  of  that  committee,  Mr.  Eldridge  Jordan  being  an  aspi- 
rant for  that  position,  that  he  thought  Jordan  Avas  on  the  board  of 
directors  of  those  tAvo  fire  insurance  companies,  and  that  he  thought 
they  AA'ere  composed  of  a  band  of  crooks,  and  that  it  Avould  instantly 
ruin  Jordan — not  only  injure  him  in  a  financial  way  as  head  of  a 
financial  institution,  but  it  Avould  prevent  his  being  elevated  to  a 
position  of  dignity  and  honor.  It  may  be  that  that  Avas  a  mere  coin- 
cidence ;  but,  at  any  rate,  Mr.  Chairman  and  gentlemen  of  the  com- 
mittee, all  of  these  things  concurred.  They  all  existed  when  he 
started  this  conflagration. 

It  may  be  they  had  no  effect  upon  his  judgment  at  all  as  to  the- 
value  of  this  property,  but  I  submit  to  this  committee,  with  all  due 
respect,  that  his  opinion  is  not  Ayorth  the  paper  upon  Avhich  it  has 
been  printed. 

Now,  what  does  he  say  about  the  value  of  this  property?  He  says 
this  land  is  Avorth  $30  a  foot,  Avhen  he  paid  $26  a  foot  for  his  own 
property  nearly  seven  years  ago.  Then  Mr.  Bell  comes  along,  and  he 
puts  it  at  $30  a  foot. 

I  am  going  to  take  these  four  gentlemen  and  discuss  them  to- 
gether in  order  that  we  may  save  time. 

Mr.  Bell  says,  after  listening  to  the  examination  of  Mr.  Stellwagen,. 
"  I  changed  my  mind ;  perhaps  it  should  be  $35  a  foot."  Mr.  Hoover 
puts  it  at  $30  a  foot.     Mr.  Glover  puts  it  at  $30  a  foot. 

There  is  another  coincidence  that  is  not  suspicious  and  is  not  signifi- 
cant, and  yet  you  can  not  get  it  out  of  this  ease.     I  asked  Mr.  Hoover 
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upon  cross-examination  if  he  conferred  with  these  gentlemen  about 
the  value  of  this  property,  and  he  said  he  had.  I  do  not.  know  any 
reason  why  they  should,  but  they  did.  They  put  the  land  at  $30  a 
foot.  Hoover  originally  put  it  to  Judson  at  $25  a  foot,  but  he  felt 
it  wise  to  increase  his  valuation,  and  he  comes  over  to  Stellwagen's 
valuation  of  $30  a  foot. 

Let  me  say  in  passing,  Mr.  Chairman  and  gentlemen  of  the  com- 
mittee, that  it  does  not  make  any  difference,  I  submit,  at  what  price 
theso  insurance  companies  bought  this  property.  They  had  a  right 
to  buy  it.  They  bought  it,  in  the  open  market,  and  it  was  their  duty 
to  buy  it  at  a  profit,  if  they  could.  If  they  had  bought  it  at  a  loss, 
we  would  find  plenty  of  people  here  criticizing  them  for  that,  just 
as  they  were  criticized  for  their  unfortunate  fire  losses  in  1912.  If 
Ihey  bought  it  at  a  profit,  they  were  doing  good  business,  doing  good 
service  for  their  stockholders,  and  they  were  discharging  their  obli- 
gations to  them  if  they  bought  it  fairly. 

Within  this  j'^ear  that  property  has  been  sold  three  different  times 
at  a  profit  since  the  year  of  1909.  I  am  going  to  show  before  I  get 
through  that  the  mere  rapid  rise  of  the  value  of  this  property  is  not 
an  isolated  case,  but  is  in  perfect  harmony,  and  has  simply  kept  pace 
with  the  progress  in  that  section  of  the  city  for  the  last  five  or  six 
years. 

The  trouble  with  our  friends,  Mr.  Stellwagen  and  others,  as  it 
seems  to  me,  Mr.  Chairman  and  gentlemen,  is  that  they  are  so  blinded 
by  their  prejudices  here  centering  on  this  particular  corner  and  on 
this  particular  lot  that  they  themselves  have  been  too  busy  Avith  their 
own  affairs  to  keep  pace  with  the  march  of  progress  in  the  city  of 
Washington. 

I  am  going  to  show  you  gentlemen  by  the  actual  facts  that  while 
they  have  been  asleep  Washington  has  been  marching  on.  I  am  go- 
ing to  show  you  gentlemen  by  the  facts  here  that  Washington,  five, 
six  or  seven  years  ago,  was  a  provincial  town,  and  in  five  years  it 
has  thrown  off  the  shackles  of  provincialism  and  has  ceased  to  be  a 
,mere  town,  and  almost  oA^ernight  Washington  has  grown  into  a  dig- 
nified, prosperous  city.  Five  years  ago  Washington  was  clothed  in 
the  swaddling  cloths  of  infancy.  In  five  short  years  they  have  been 
thrown  or  cast  aside  until  Washington  to-day  stands  in  the  full 
stature  of  a  man. 

What  has  been  going  on  in  Washington  seems  to  have  been  utterly 
unknown  to  the  gentlemen  who  are  the  biggest,  most  powertul  factors 
in  a  financial  way  the  District  of  Columbia.  Things  have  been  going 
on  all  around  the  corner  of  Fifteenth  Street  and  New  York  Avenue, 
which  they  undoubtedly  regard  as  the  sanctuary  of  the  whole  city — 
things  right  under  their  very  eye — things  that  have  almost  reached 
their  own  homes  and  habitats,  utterly  unknown  to  them  and  utterly 
unreckoned  by  them. 

To  put  a  valuation  of  $30  a  foot  on  the  Southern  Building  lot  at 
this  time  is  so  utterly  absurd  that  the  only  charitable  view  to  take 
of  it  is  that  a  man  that  expresses  that  opinion  is  without  knowledge 
of  the  facts  that  must  control  the  situation  itself. 

Of  course  you  may  take  and  cast  aside  the  testimony  of  men  like 
Mr.  Hensey,  and  like  W.  B.  Hibbs,  and  Eldridge  Jordan,  and  Gardi- 
ner of  Gardiner  &  Dent,  and  Daniel,  and  Beall,  and  Shoemaker,  and 
Goldsborough,  and  all  the  rest,  not  a  single  solitary  one  of  them  hav- 
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ing  any  interest  in  this  property,  or  any  interest  in  the  association  of 
men  wlio  control  it,  none  of  tliem  members  of  any  cliques  or  factions 
or  clans  connected  either  with  tlie  defense  or  the  prosecutors  here — 
they  express  their  opinion  as  to  values,  and  they  give  to  you,  gentle- 
men of  this  committee,  the  reasons  why  they  thinlc  so. 

I  am  not  going  to  detail  the  testimonj'  as  to  each  and  every  one 
of  them,  but  I  am  going  to  confine  the  balance  of  my  argument  to 
what  I  call  the  established  facts. 

First,  the  way  to  test  out  the  value  of  this  property  is  by  what 
other  property  is  worth,  unless  there  be  some  special  reason  why  the 
value  of  this  property  should  be  lower  than  any  other  piece  in  that 
region  roundabout.  If  you  go  to  the  north  of  it  or  to  the  south  of  it 
or  to  the  east  of  it  or  to  the  west  of  it,  you  have  a  chart  and  compass 
by  which  you  can  tell  what  is,  almost  with  mathematical  accuracy, 
the  value  of  this  particular  lot.  I  am  now  taking  it  alone,  from  the 
standpoint  of  the  value  of  the  naked  ground.  Why,  gentlemen  of  the 
committee,  if  you  go  to  the  north  there  you  have  the  Chamberlain 
corner,  the  famous  old  restaurant  corner.  The  heirs  of  the  Fernando 
Wood  estate  came  down  here  after  receiving  an  offer  of  $25  a  foot, 
looked  over  the  situation,  declined  the  offer  and  put  their  price  up  to 
between  $30  and  $31  a  foot.  That  was  done  more  than  12  months 
ago.  Pvvervbody  admits  and  nobody  denies  that  this  property  is 
worth  from  $15  to  $20  a  foot  more  than  the  Chamberlain  corner. 
Not  one  single  solitarv  witness  compares  it  on  any  other  basis  than 
that. 

If  the  committee  will  permit  me  to  go  just  for  a  moment  outside 
of  the  record,  since  youi-  last  session  before  the  session  last  evening, 
in  the  interim  when  you  were  waiting  upon  the  arguments  in  this 
case,  there  was  a  piece  of  property  sold  at  K  Street  and  Fourteenth, 
acniss  the  street  from  the  Cochran  corner,  three  residences  sold  for 
the  purpose  of  being  put  together  in  one  piece,  three  residences  on 
that  corner  for  $30  a  foot,  and  that  is  about  four  blocks  north  of  the 
Southern  Building,  and,  as  a  gentleman  remarked  yesterday  in  com- 
menting upon  it.  if  that  property  is  worth  $30  a  foot,  the  Southern 
Building  corner  is  worth  $90  a  foot.  There  were  three  residences 
sold  and  put  together  for  the  purpose  of  being  put  into  one  piece  to 
be  torn  down  on  the  theory  of  obsolescence,  if  you  please,  and  sold 
for  $30  a  foot.    There  you  have  all  you  want  on  the  north. 

If  you  go  to  the  west  of  it  you  have  the  property  of  the  Arlington 
Hotel  Co.,  and  I  do  not  care,  gentlemen  of  the  committee,  how  you 
split  up  that  large  lot  of  58,000  feet  of  ground — you  may  take  it  as 
a  whole  or  in  separate  parcels,  and  even  if  you  put  the  valuation  on 
the  corner  of  H  Street  and  Vermont  Avenue  as  no  higher  than  the 
valuation  you  put  upon  the  residence  part  of  it  on  I  Street,  you  have 
got  an  actual  selling  price  for  that  property  of  over  $24  a  foot,  more 
than  12  months  ago,  and,  mind  you.  it  was  58,000  feet  of  ground  that 
was  sold  at  that  price,  and  everybody  concedes  that  the  I  Street  part 
ttf  that,  which  is  more  than  half  of  it,  is  not  worth  one-third  as  much 
as  the  part  on  the  Vermont  Avenue  and  H  Street  corner,  and  if  you 
put  it  as  high  as  $15  a  foot  for  the  I  Street  part  of  it,  as  high  as  $15 
rt  foot,  it  would  put  the  comer  property  there  at  H  and  Vermont 
Avenue  at  a  price  in  excess  of  $35  a  foot. 

Suppose,'  for  the  purpose  of  l>eing  perfectly  conservative,  we  say 
we  have  the  Chamberlain  corner  on  the  north  at  $30  a  foot,  we  have 


INVESTIGATION   OF   INSURANCE   COMPANIES.  2073 

the  Arlington  Hotel  corner  on  the  west  at  $35  a  foot,  then  let  us 
go  to  the  east.  There  we  have,  beyond  all  controversy,  four  facts 
as  to  all  corners  at  F'ourteenth  and  H.  We  have  the  property 
known  as  the  Blackistone  corner  withdrawn  from  the  market  at  the 
price  of  $55  a  foot  within  the  last  12  months,  the  price  being  put 
up  to  $60.  We  have  that  property  being  sold  by  our  friend  Mr. 
Hoover  less  than  three  years  ago  at  $30  a  foot,  and  he  came  in  here 
from  his  Eip  Van  Winkle  sleep  and  put  his  estimate  on  the  Southern 
Building  on  the  basis  of  what  he  sold  the  Blackistone  corner  for 
between  two  and  three  years  ago,  utterly  oblivious  of  the  fact,  utterly 
ignorant  of  the  fact,  that  that  very  property  that  was  three  years 
<igo  in  his  hands  as  trustee,  in  less  than  two  years  after  he  sold  it, 
had  an  advance  of  $20  a  foot  and  put  it  on  the  market  at  $60  a  foot. 

Immediately  south  of  it  is  a  corner  owned  by  the  Walsh  estate, 
which  estate  is  in  the  hands  of  Mr.  Bell's  company,  the  American 
Security  &>  Trust  Co.  being  its  trustee,  and  Mr.  Bell  ignorant  of 
the  fact  that  Mr.  Walsh  paid  over  $40  a  foot  for  the  southwest  corner 
of  Fourteenth  and  H  more  than  12  years  ago.  That  is  in  the  testi- 
mony of  Mr.  Goldsborough,  and  it  is  nowhere  disputed  by  anybody, 
that  he  paid  for  that  corner  $40  a  foot. 

The  southeast  corner,  oAvned  by  the  AVillards,  it  is  in  the  testimony 
bj  three  or  more  witnesses  that  they  refused  $75  a  foot  for  it. 

There  is  the  Blackistone  corner,  for  which  $55  was  refused.  I  am 
not  here  talking  about  at  what  price  it  is  held,  but  the  incontro- 
vertible fact  is,  and  the  incontrovertible  fact  only,  of  the  refusal  of  a 
sale,  that  they  refused  $55  a  foot  for  the  northwest  intersection; 
that  they  paid  $40  a  foot  for  the  southwest  intersection  12  years 
ago,  and  the  Willards  refused  $7&  a  foot  for  the  southeast  intersec- 
tion; and  the  Montrose  corner  sold  at  $51.40  a  foot  within  the  last 
12  months. 

This  effort  made  here  bj'  Col.  Judson  to  question  the  good  faith 
of  Montrose  transaction  was  about  as  pitiful  a  spectacle  as  I  ever  saw 
in  any  court  or  semicourt  proceeding.  The  records  were  brought  here 
and  will  show  that  the  transaction  was  in  perfect  good  faith,  and 
that  more  than  $20,000  had  been  already  paid  on  the  purchase  price 
of  the  lot.  So  I  take  it  this  committee  will  not  refuse  to  take  that 
as  a  standard  for  their  determining  the  value  to  be  placed  on.  lots 
at  that  intersection. 

.Everybody  except  Hoover  says  that  Fifteenth  and  H  is  more  valu- 
able than  Fourteenth  and  H.  Stellwagen  says  that  Fifteenth  and 
H  is  more  valuable  than  Fourteenth  and  H.  Mr.  Bell  says  one  is 
about  as  valuable  as  the  other.  Mr.  Goldsborough  says  that  Fif- 
teenth and  H  is  more  valuable.  Hoover  says  that  Fourteenth  and 
H  is  worth  about  $5  a  foot  more. 

Now.  we  take  $5  a  foot  more  on  these  corners,  and  out  of  their  own 
mouths  we  will  prove  the  value  of  this  property.  If  we  take  noth- 
ing but  those  facts  about  Fourteenth  and  H,  about  the  Montrose 
selling  at  $51,  the  Blackistone  corner  being  refused  at  $55,  the 
Willard  corner  being  refused  at  $75,  and  Walsh  buying  his  12  years 
ago  at  $40  a  foot,  and  take  the  worst  thing  that  has  been  said  about 
Fifteenth  and  H  and  say  it  is  about  $5  a  foot  less — but  Hoover 
stands  alone  in  that  statement — ■then  you  have  the  valuation  put 
upon  this  property,  and  we  need  no  witnesses,  gentlemen.  Fortu- 
nately for  these  insurance  companies  and  fortunately  for  the  good 
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name  of  these  appraisers,  the  facts  are  here  to  prevent  any  condem- 
nation of  their  work  or  any  suspicion  being  attached  to  their  good 
faith.  If  you  take  the  corner  to  the  north,  the  Chamberlain,  and 
Mr.  Lipscomb,  a  reputable  member  of  this  board,  has  given  you  the 
facts,  and  nobody  has  disputed  it^ — take  the  Blackistone  corner  at 
Fourteenth  and  H,  which  I  have  just  enumerated,  and  take  the  incon- 
trovertible situation  of  the  Arlington  Hotel  property  to  the  west, 
an  actual  sale  of  an  acre  and  a  half  of  ground  m  the  heart  of  Wash- 
ington more  than  a  year  ago,  averaging  more  than  $2-1  a  foot  when 
over  one-half  of  it  is  not  worth  over  $8  a  foot  when  separated  from 
the  good  part  that  corresponds  in  a  way  with  the  Southern  Building. 

Now  go  to  the  south.  Everybody  admits  that  the  two  most  \-alu- 
able  street  intersections  in  Washington  are  Fifteenth  and  New  York 
Avenue  and  Fifteenth  and  G  Streets.  There  are  but  three  t'orners 
at  one  and  two  corners  at  the  other.  AVe  have  varying  estimafes  as 
to  the  value  of  this  property,  but  let  us  again  go  to  the  facts. 

They  refused  $90  a  foot  for  the  Nairn  corner,  Avhich  is  the  south- 
east intersection  there  and  the  only  corner  on  the  south  at  that  inter- 
section. Mr.  Hoover  is  carrying  his  property  of  the  National  Sav- 
ings &  Trust  Co.,  including  the  building,  at  $6(50,000,  and  if  you  allow 
the  full  cost  of  his  building  in  order  that  you  may  reduce  the  value  at 
which  he  is  carrying  his  land  to  $217,000,  a  building  that  was  built 
a  quarter  of  a  century  ago,  then  they"  have  their  property  being  car- 
ried now  on  the  books  of  the  comptroller,  or  on  their  books  under  the 
supervision  of  the  comptroller,  at  a  j^rice  far  in  excess  of  $100  a  foot; 
the  Nairn  property  refused  at  $90,  right  across  the  street,  and  helcl 
at  $100.  Then  at  the  other  corner  you  find  the  Citizens'  Savings 
Bank,  being  the  corner  across  from  the  Riggs  Building,  paying  a 
fraction  under  $100  a  foot  over  two  years  ago  for  the  land,  exclusive 
of  the  building,  because  that  is  allowing  the  full  price  of  the  build- 
ing and  taking  it  off  in  order  to  get  the  price  of  the  land.  There  we 
have  on  the  north  Mr.  Bell's  corner,  the  Aalue  of  which  no  one  can 
tell — I  mean  the  spot  on  which  stands  the  American  Security  & 
Trust  Co. — surely  is  not  worth  less  than  Mr.  Hoover's,  and  ought  to' 
be  worth  as  much  as  the  Nairn  corner ;  and  those  three  coi'ners  stand 
there  practically  at  $100  a  foot,  and  less  than  one  block  away  to 
the  north  they  suddenly  drop  values  from  $100  to  $30  a  foot,  and 
no  intelligent  man  has  dared  to  attempt  to  give  you  one  reason  for 
asking  you  to  put  that  kind  of  valuation  on  property  to  the  north 
while  property  to  the  west  and  property  to  the  south  and  property  to 
the  east,  in  every  direction,  is  higher;  when  you  can  not  buy  inside 
lots  at  $30  a  foot,  intelligent,  responsible  men  came  here  before  this 
committee  and  have  the  effrontery  to  suggest  to  you  that  here  is  one 
of  the  most  magnificent  corners  in  the  heart  of  the  business  and  finan- 
cial section  of  Washington,  with  a  20-foot  alley  running  through 
from  Fourteenth  Street  to  Fifteenth  Street,  making  it  practically 
on  three  streets,  everybody  admitting  its  adaptability  in  shape  for 
an  office  building  or  hotel  or  any  large  structure,  and  saying  that 
while  the  Montrose  is  worth  £^nd  sells  for  $50  a  foot,  and  while  the 
Chamberlain  refuses  $25  to  $30  a  foot,  and  the  Arlington  sells  for 
over  $24,  and  Hoover's  property  is  worth  $100  a  foot,  that  this 
property,  \alued  according  to  their  estimate,  gentlemen,  shrinks  to 
$30.     It  is  higher  at  all  four  points  of  the  compass,  and  just  as  it 
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approaches  the  intersection  of  Fifteenth  and  H  Streets  it  suddenly 
drops. 

Is  it  not  a  most  astonishing  thing,  in  view  of  the  fact  that  between 
Mr.  Hoover's  propertj^  and  the  Southern  Building  corner  not  one 
single,  solitary  piece  can  be  bought  under  $40  a  foot?  I  challenge 
anybody  here  now  to  point  to  a  piece  of  property,  inside  lot  even,  so 
deep  as  165  feet,  that  can  be  bought  under  $45  a  'foot. 
.  Let  me  give  you  some  facts  that  this  committee  should  not  fail  to 
remember. 

The  property  that  Mr.  Hibbs  owns,  that  he  bought  six  or  seven 
years  ago  for  $19  a  foot,  he  says  now  he  would  not  take  $50  a  foot  for. 
i  am  going  to  give  you  some  other  facts  that  nobody  can  take  out  of 
this  record.  Mr.  Walker,  who  has  a  lot  adjoining  the  Woodward 
Building  to  the  south,  holds  his  at  $50  a  foot.  The  Swartzell,  Rheem 
&  Hensey  lot  is  between  the  Hibbs  and  the  Walker  lots,  which  they 
say  they  would  not  consider  selling  at  less  than  $40  a  foot.  And  go- 
ing on  the  other  side  of  the  street,  and  that  takes  in  all  of  the  east 
side  of  the  inside  lots,  not  a  single,  solitary  lot  can  be  bought  on  the 
west  side  of  Fifteenth  Street  between  New  Yorlv  Avenue  and  H 
Street  for  less  than  $40  a  foot. 

The  Herald  Building,  adjoining  the  Union  Trust  Building,  Mr. 
<jroldsborough  testified — and  that  seems  to  have  been  lost  sight  of — 
that  he  actually  offered,  a  year  and  a  half  ago,  $35  a  foot  for  that 
ground,  and  it  was  refused.  There  is  a  fact ;  not  a  question  of  opin- 
ion, but  a  question  of  refusal  to  accept  $35  a  foot.  Property  even 
west  of  it  on  H  Street  going  on  toward  the  park,  approaching  the 
residence  section  and  the  end  of  the  financial  section,  selling  not  a 
single  lot  for  less  than  $30  a  foot. 

Let  me  make  one  other  statement  with  reference  to  these  corners. 
I  do  not  care  what  standard  you  take,  I  do  not  care  what  may  be 
your  measuring  stick,  just  so  you  apply  it  with  absolute  impartiality- 
to  the  various  lots,  we  will  bring  tliis  value  to  not  less  than  $45  and 
probably  to  $50  a  foot. 

I  go  further  and  make  this  specific  statement,  that  between  Sev- 
enth Street  and  Fifteenth  Street,  bounded  on  the  east  by  Seventh 
Street,  on  the  west  by  Fifteenth  Street,  on  the  south  by  Pennsylvania 
Avenue,  and  on  the  north  by  I  Street,  that  you  can  not  find  a  corner 
lot  in  that  whole  region  of  the  city  that  can  be  bought  for  the  price 
that  these  gentlemen  have  seen  proper,  through  bad  motives,  to  place 
on  the  property  of  these  insurance  companies. 

You  take  all  the  lots  on  F  Street  from  Seventh  to  Fifteenth — I  ihean 
the  corners — on  G  Street  from  Seventh  to  Fifteenth,  and  on  PI  Street 
from  Seventh  to  Fifteenth  Streets;  in  that  region  the  range  of  prices 
is  from  $40  to  $100  a  foot;  and  Mr.  McLean  offered  $800,000  for  the 
Shoreham  Building  property  more  than  two  years  ago.  It  has  been 
calculated  and  the  calculations  are  put  in  our  printed  record  here, 
and  I  do  not  care  to  read  them  except  to  refer  to  them  in  a  general 
way.  That  was  an  offer  for  this  property,  allowing  the  full  value 
of  $200,000  for  the  building  that  Stellwagen  says  is  worth  nothing 
or  was  worth  nothing  at  the  time  he  made  this  appraisal,  of  $50  a 
foot.  Everybody  concedes,  without  a  single,  solitary  exception,  that 
the  Southern  Building  corner  is  as  good  as  the  Shoreham  corner. 
Our  contention  here  is  that  the  north  side  of  that  street  is  best  all 
along  H  Street,  because  there  is  more  traffic  upon  that  side  and  the 
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outlook  is  better.  Our  contention  is  that  the  ;Southern  Buildin":  lot 
is  the  most  valuable  of  the  four  on  that  corner.  It  is  more  \aluable 
than  the  Woodward  Building  because  it  is  on  the  better  side  of  the 
street  and  it  is  more  available  for  an  office  building.  It  is  more 
valuable  than  the  Shoreham  corner  because  it  is  larger  and  better 
shaped.  It  i>  more  \aluable  than  the  Shoreham  corner  because  it  has 
an  alley,  which  the  Shoreham  has  not.  It  is  infinitely  more  valuable 
than  Stelhvagen's  corner,  and  that  he  has  admitted  himself  l)y  buying 
other  property  to  the  west  to  make  ins  property  more  nearly  ap- 
proach in  size  that  of  the  Southern  Building  lot,  and  his  is  without 
the  alley. 

So  I  care  not  where  you  go  for  property  in  that  whole  region  of 
the  city,  you  will  find  no  corner  that  you  can  buy  with  anybody's 
money  under  $40  a  foot,  nowhere  in  the  section  of  Washington  that 
might  be  called  the  business  section.  Two  of  the  witnesses  described 
this  whole  situation  this  way,  and  I  think  they  probably  about  de- 
;-cribed  it  better  than  anybody  else.  One  is  Mr.  Goldsborough  and 
the  other  is  Mr.  Hibbs.  ^Ir.  (loldsborough  said  that  Fifteenth  Street 
is  i-eally  the  Wall  Street  of  Washington.  Of  course,  that  is  be- 
littling "^A'all  Street  to  compare  these  nine  corners  to  AVall  Street, 
but  it  is  the  only  way  we  can  describe  it.  It  is  the  financial  street 
of  AA'ashington.  It  is  bounded  on  the  south  by  F  Street ;  it  is  bounded 
on  the  north  probably  by  I  Street,  or  certainly  by  -H  Street ;  it  has 
but  nine  corners;  it  has  four  corners  at  Fifteenth  and  H;  it  hns  three 
cornel's  at  Fifteenth  and  New  York  .V venue;  it  has  but  two  corners 
at  Fifteenth  and  G:  and  it  has  but  two  coiners  at  Fifteenth  and  F. 
If' you  will  measure  it  by  the  yardstick  of  the  street,  then  this  block 
on  which  the  Southern  Building  is  located  is  within  one  block  of  the 
very  heart  of  the  financial  section  and  within  one  block  of  the  Treas- 
ury of  the  United  States;  and  if  you  take  the  corners  one  block  away 
from  them  to  the  south,  $100  a  foot,  and  take  the  corners  two  blocks 
away.  $60  to  $75  a  foot,  and  it  .stands  out  that  this  particular 
corner  of  Fifteenth  and  H  is  the  most  expensively  and  extensively  im- 
proved street  intersection  anywhere  in  the  District  of  Columbia.  I 
dare  anyone  to  point  to  one  street  intersection  with  four  corners  so 
Avell  and  so  modernly  improved  as  these  four.  And,  then,  business 
is  trending  in  that  direction,  and  the  innumerable  business  houses 
that  have  moved  away  and  go  to  this  street  intersection  or  this  neigh- 
borhood constitute  one  of  the  significant  facts  that  stands  out,  and  it 
proves  values. 

So,  gentlemen,  that  is  all  I  care  to  say  on  the  subject  of  the  value  of 
this  land. 

What  about  the  building?  Some  people  have  been  misled  by 
the  crossbill  filed  in  a  suit  here  by  the  Thomjjson-Starrett  people, 
the  builders,  against  the  Southern  Building  Corporation.  I  think 
that  matter  has  been  entirely  cleared  up ;  that  this  building  co.st  the 
Southern  Building  Corporation  nine  hundred  odd  thousand  dol- 
lars has  gotten  to  be  an  incontrovertible  fact. 

Mr.  Prouty.  Mr.  Douglas,  there  is  where  I  would  like  to  have 
your  elucidation.  What  do  you  understand  was  the  Thompson - 
Starrett  contract  ?     What  did  they  agree  to  build  this  building  for  ? 

Mr.  Douglas.  They  agreed  to  build  the  building  at  its  actual  cost 
plus  $60,000  for  their  compensation,  and  to  build  it  according  to  the 
plans  and  specifications  as  the  building  was  originally  designed,  and 
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they  did  build  it  at  a  cost  to  the  Southern  Building  Corporation  of 
six  hundred  and  eighty-odd  thousand  dollars. 

Mr.  Prouty.  Six  hundred  and  eighty-one. 

Mr.  Douglas.  $681,000. 

Mr.  Peouty.  Starting  from  that  point,  I  would  like  to  have  you 
figure  with  me 

Mr.  Douglas  (interposing) .  I  will  have  to  have  the  volume  of  tes- 
timony before  I  can  do  it. 

Mr.  Peouty  (continuing)  as  to  what  was  the  real  actual  cost  of  the 
Southern  Building.     I  have-had  some  trouble  with  it. 

Mr.  Douglas.  Our  figuring,  Judge,  is  that  the  actual  cost  of  the 
Southern  Building,  as  it  stands  as  a  structure  to-day,  is  $903,000. 

Mr.  Peouty.  I  understand  that  that  is  your  conculsion,  but  I  do 
not  follow  you. 

Mr.  Douglas.  I  think  the  only  thing  about  which  we  could  pos- 
sibly differ  is  the  question  of  the  interest  charges  in  the  statement  of 
Mr.  Thyson.  Those  are  the  only  items  I  observed,  as  the  taking  of 
the  testimony  progressed,  that  you  had  some  doubt  abovit.  You  re- 
member when  Mr.  Thyson  was  on  the  stand  he  went  very  much  in 
detail,  under  cross-examination  by  yourself  and  Mr.  Redfield,  about 
the  various  items  that  made  up  this  account. 

Mr.  Prouty.  What  page  is  that? 

Mr.  Douglas.  I  read  from  page  1293,  volume  16.  You  will  note 
there  that  the  building  account  is  put  at  $675,000.  A  final  settlement 
at  that  time  had  not  been  made,  and  that  makes  the  difference  be- 
tween $681,000  and  $675,000.  Then  the  building  extras  were  all 
explained  by  Mr.  Thyson  in  his  cross-examination. 

Mr.  Peouty.  Let  us  get  to  these  items.  I  want  to  discuss  with 
you  or  have  you  discuss  with  me  the  item  of  $76,656.55  which  you 
put  in  here  as  an  asset. 

Mr.  Douglas.  Yes,  sir. 

Mr.  Peouty.  I  have  studied  that  contract  quite  a  little,  and  it  looks 
to  me  like  a  liability,  at  least  part  of  it. 

Mr.  Douglas.  Will  you  give  me  your  attention,  and  I  will  discuss 
that  for  a  moment  ? 

Mr.  Peouty.  Let-me  call  your  attention  first  to  the  contract. 

Mr.  Douglas.  Yes.  I  am  perfectly  familiar  with  the  contract. 
You  can  state  anything  you  care  to  without  bothering  to  hunt  it  up. 
I  drew  the  contract  myself,  and  I  remember  it. 

Mr.  Peouty.  It  appears  on  page  1417  of  volume  17. 

Mr.  Douglas.  That  is  an  extract  from  the  lease. 

Mr.  Peouty.  This  is  an  extract  from  the  lease  itself : 

It  is  further  uuderstood  and  agreed  tlint  should  said  Tinited  Sintes  Tinst  (.'o. 
elect  to  vacate  their  premises  fit  the  expiration  of  this  lease  without  renewing 
the  same,  then  said  Southern  Building  Corporation  shall  pay  to  it  or  its  suc- 
cessors or  assigns  50  per  cent  of  the  total  cost  of  the  vaults,  fixtures,  and  im- 
provements of  all  kinds  made  on  said  premises  by  said  trust  company,  and  that 
in  the  event  such  company  shall  renew  its  lease  of  said  premises  for  a  further 
period  of  10  years  from  the  expiration  thereof,  and  shall  vacate  said  premises 
at  the  end  of  20  years  from  the  date  of  this  indenture,  then  said  Southern 
Building  Corporation  shall  pay  the  said  trust  company  or  its  successors  or 
assigns  2.5  per  cent  of  the  total  cost  of  the  vaults,  fixtures,  and  improvements 
of  all  kinds  made  upon  said  premises  by  said  trust  company. 

I  assume  that  there  was  no  increase  in  rate  of  rent  by  I'eason  of  this 
trust  company  furnishing  these  materials  and  these  decorations  and 
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fixtures,  therefore  there  T\'as  not  any  benefit  accrued  to  the  insurance 
company  or  to  the  Southern  Building  Corporation  by  their  putting 
them  in  there.  In  other  words,  I  had  an  intimation  during  the  prog- 
ress of  this  investigation  that  there  was  a  reduction  of  rent  on  account 
of  that.  Then  the  next  thing  you  agreed  to  pay  for  them,  one-half 
of  them  at  the  end  of  10  years,  which,  it  seems  to  me,  would  be  a  very 
fair  casli  value  for  secondliand  furniture  that  had  been  used  10  years, 
so  I  have  not  been  able,  in  my  modest  way  of  figuring  values,  to 
figure  how  that  is  a  real  asset  of  the  building,  of  the  insurance  com- 
panie>.  but.  rather,  a  liability. 

Mr.  Dcii  GLAs.  Will  you  let  me  state,  at  least,  my  view  of  the  matter? 
In  the  tii-st  place,  it  should  be  remembered  that  that  contract  does 
not  refer  to  any  portable  stuff.     It  does  not  refer  to  movable  furni- 
ture, like  desks,  rugs.  etc. 

Mr.  Piiot'TY.  But  it  is  included  in  this  bill. 

Mr.  D()iGL.\s.  It  refers  only  to  the  fixtures.  No,  sir;  it  is  not  in- 
cluded in  the  bill.     That  is  taken  out. 

Mr.  Prdity.  It  says  "  all  vaults,  fixtures,  and  improvements  of  all 
kinds." 

^Ir.  Doi  <:l.\s.  Vaults,  fixtures,  and  impro\ements.  That  is,  im- 
j^rovements  upon  the  building,  the  demised  premises;  not  rugs  or 
desks  or  chairs. 

Mr.  Proi  TV.  Not  rugs  nor  desks,  but  fixtures,  such  as  the  railing. 
Mr.  Dot  (;i,.\s.  It  is  used  there  in  the  sense  you  and  I  understand  it, 
in  the  legal  sense,  and  it  is  therefore  referring  to  the  subject  matter 
of  the  lease,  whicli  is  the  demised  premises,  a  part  of  the  Southern 
Building,  and  it  is  referring  to  the  things  that  the  United  States 
Trust  Co.  are  putting  in  and  bound  and  attached  to  the  freehold 
the  pro])erty  itself;  so  therefore  I  contend,  and  I  think  it  is  clear, 
when  ynu  read  it  carefully.  Judge,  that  the  subject  inatter  of  that 
provision  is  or  constitutes  the  things  that  come  under  the  head  of 
fixtures. 

JNIr.  Br,i!(ii;K.  You  mean  things,  Mr.  Douglas,  that  aie  nailed  down 
or  bolted  down  ? 

Mr.  Douglas.  Yes;  practically  so.  Things  that  in  law  would  pass 
with  the  land  in  the  absence  of  any  agreement  between  the  owners  of 
the  property  and  the  tenant  to  the  contrary.  When  the  United  States 
Trust  Co.  went  in  there  the  question  arose  as  to  putting  this  property 
into  proper  condition  for  them  and  the  payment  thereof.  Mr. 
Jordan  testified  that  the  question  of  the  amount  of  rent  was  taken 
into  account,  of  course,  when  they  were  confronted  with  making  this 
lease  and  doing  the  things  and  expending  the  money  that  was  called 
for  to  be  exj^ended. 

]Mr.  Prouty.  Eight  there,  do  you  think  that  they  got  a  less  rent? 
Mr.  Douglas.  Eeally,  Judge,  I  do  not  remember,  and  I  do  not  care, 
but  I  know  that  Mr.  Jordan  testified  on  that  .subject  and,  if  you  will 
pardon  me  for  saying  so,  I  remember,  that  I  was  counsel  both  for  the 
United  States  Trust  Co.  and  for  the  Southern  Building  Corporation, 
and  that  was  taken  into  account  in  fixing  the  amount  of  rent. 
Whether  it  increased  or  decreased  it  or  not  I  do  not  now  recall. 
But  I  shall  claim,  and  I  think  I  can  show  you  in  a  moment,  it  does  not 
make  any  difference  at  all.  It  does  not  make  any  difference  for  the 
purposes  of  this  valuation  whether  they  took  into  account  for  the 
purpose  of  addition  or  subtraction  the  question  of  the  rent.     The 
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whole  question  is,  Has  that  building  been  improved  by  the  improve- 
ments made  by  the  United  States  Trust  Co. ;  has  it  been  added  to  the 
building ;  is  it  a  part  and  parcel  of  the  building ;  is  it  incapable  of 
being  divorced  from  the  building;  is  it  so  much  a  part  and  parcel 
of  the  building  as  that  it  is  just  the  same  as  if  it  had  been  put  there 
in  the  first  instance  ?  Is  the  situation,  so  far  as  the  value  of  building 
is  concerned,  is  the  situation,  so  far  as  the  question  of  its  reproduc- 
tion is  concerned,  the  same  as  if  the  Southern  Building  Corporation 
had  put  it  there? 

Mr.  Peouty.  Yes ;  but  it  does  not  belong  to  the  Southern  Building 
Corporation. 

Mr.  Douglas.  I  submit  it  does. 

Mr.  Peouty.  Not  until  paid  for. 

Mr.  Douglas.  It  is  simply  a  question,  Judge  Prouty,  of  the  exist- 
ence of  a  debt. 

Mr.  Peouty.  Not  until  they  pay  for  it. 

Mr.  Douglas.  Would  it  not  pass  to  the  purchaser? 

Mr.  Peouty.  Yes,  sir ;  if  they  pay  for  it.   Therefore  it  is  a  liability. 

Mr.  Douglas.  You  will  pardon  me;  with  great  respect,  I  think 
you  are  in  error  as  to  that,  jnd  I  am  going  to  undertake  to  show  you 
you  are  in  error. 

Suppose  it  is  a  debt.  Suppose  the  party  that  buys  it  takes  it  cum 
onere,  as  we  lawyers  would  say.  Suppose  the  United  States  Trust 
Co.  has  a  lien  upon  it  for  the  money  that  the  Southern  Building 
Corporation  or  its  successors  and  assigns  might  have  to  pay  for  it. 
What  difference  does  it  make  for  the  purpose  of  appraisement?  We 
are  not  talking  about  whether  or  not  this  item  should  be  carried  as  a 
liability  against  the  insurance  company,  against  this  building;  we 
are  not  talking  about  how  much  debt  there  is  on  the  building,  secured 
or  unsecured^ 

Mr.  Peouty.  That  is  what  you  are  saying,  that  this  is  a  part  of 
the  building,  and  therefore  is  owned,  and  that  you  bought  it,  and  that 
it  is  subject  to  appraisement  by  this  committee. 

Mr.  Douglas.  I  think  I  can  satisfy  you  as  to  that,  if  you  will  open 
your  mind  with  reference  to  the  proposition  this  way.  Let  us  as- 
sume that  the  appraisers  knew  nothing  about  who  put  the  improve- 
ments there.  Let  us  assume  that  part  of  it  was  done  by  one  tenant 
and  part  of  it  by  another  tenant,  and  that  the  United  States  Trust 
Co.  did  the  most  important  and  extensive  part  of  it.  Let  us  assume, 
as  lawyers,  which  we  are  compelled  to  assume,  that  what  was  done, 
unless  there  was  an  agreement  that  they  had  a  right  to  remove  it,  is 
a  part  of  the  building.  Let  us  assume  that  the  provisions  in  this 
lease  here  acknowledged  that  fixtures  and  improvements  placed  there 
by  the  United  States  Trust  Co.  became  a  part  of  the  building,  and 
therefore  were  incapable  of  being  removed  by  the  trust  company. 
Let  us  assume  that.  Then,  if  you  do  assume  it,  we  are  bound  to 
admit,  first,  that  those  improvements,  constituting  in  law  fixtures, 
are  as  much  a  part  of  the  building  as  is  its  foundation  and  as  is  its 
roof.    If  that  be  true,  let  me  go  on  one  step  further. 

Mr.  Peouty.  Let  me  ask  you  a  question  right  there.  Maybe  we 
part  on  the  premises.  Do  you  claim  that  the  Southern  Building  Co. 
owns  these  fixtures  now  ? 

Mr.  Douglas.  Yes,  sir;  I  claim  that  they  are  part  of  the  building. 

71391— No.  28—13 6 


2080  INVESTIGATION   OF   INSUKANCE   COMPANIES. 

Mr.  Prouty.  That,  does  not  quite  answer  tlie  question. 

Mr.  Douglas.  Yes,  sir ;  I  claim  they  own  them. 

ilr.  Prouty.  Why  should  there  be  a  provision  that  you  \YOuld  buy 
Ihem,  that  you  would  pay  for  them? 

Mr.  Douglas.  Because  the  trust  company  had  to  spend  $75,000 
to  get  the  demised  premises  into  a  condition  suitable  for  their  uses. 
It  was  simply  a  matter  of  stipulation,  of  agreement,  that  the  landlord 
should  refund  in  10  years  one-half  of  the  amount  or  in  20  years  one- 
fourth  of  the  amount  of  the  fixtures  that  they  had  put  upon  the 
building.  It  was  assumed  that  they  were  put  there  and  would  in- 
crease the  value  of  the  building. 

Let  me  go  one  step  fiirther,  if  you  please. 

When  the  aj^praisers  came  to  appraise  this  building,  we  must  admit 
first  that  what  the  United  States  Trust  Co.  put  there  is  incapable 
of  being  removed  by  them.  We  must  admit  that  what  they  placed 
there  at  a  cost  of  seventy-odd  thousand  dollars  constituted  in  law  and 
in  fact  a  part  of  the  building.  Now  we  must  admit  that.  We  must 
also  admit  that  the  Southern  Building  Corporation,  if  this  tenant 
moves  out,  and  suppose  it  is  a  covenant  that  runs  with  the  land, 
runs  with  the  lease,  if  they  move  out,  that  the  owners  of  the  build- 
ing will  have  to  pay  them  one-half  of  that  $70,000  if  they  move  out 
in  10  years  and  one-quarter  if  thoy  move  out  in  20  years.  Let  us 
assume  that  constitutes  a  debt,  a  contingent  debt,  an  obligation  that 
may  become  a  vested  and  an  absolute  one  at  the  expiration  of  10 
years  on  one  basis,  and  at  the  expiration  of  20  years  on  another 
basis.     Let  us  assume  that. 

Let  us  assume  that  the  Commercial  Fire  Insurance  Co.  and  the 
First  National  Fire  Insurance  Co.  are  stepping  in  the  shoes  of  the 
Southern  Building  Corporation,  that  they  have  taken  that  at  least 
cum  onere,  and  that  10  years  from  now  will  have  to  pay  $35,000  to 
the  United  States  Trust  Co.,  and  10  years  thereafter  $17,500  for  what 
thse  gentlemen  put  into  and  constituting  a  i>art  of  the  building  itself. 
Let  us  assume  that  that  is  an  outstanding  contingent  liability,  for 
which  the  United  States  Trust  Co.  has,  i:f  you  please,  a  vendor's 
lien,  and  I  could  not  answer  offhand  whether  they  have  a  lien  or 
not,  and  I  submit  it  does  not  make  any  difference;  but  whatever  you 
do  with  it,  whether  it  is  contingent  or  absolute,  whether  it  be  a 
secured  or  nonsecured  debt,  nevertheless  the  consideration  for  it 
went  into  and  is  now  a  part  of  the  building.  It  is  just  as  much  a 
physical  fact,  just  as  it  is  a  legal  proposition,  as  much  so  as  if  the 
Southern  Building  Corporation  with  its  own  hands  had  put  them 
there  as  an  initial  proposition. 

When  the  appraisers  come  to  appraise  this  building  they  are  not 
passing  upon  the  question  of  the  outstanding  debts  of  the  Southern 
Building  Corporation.  They  are  not  asking  the  question  as  to 
whether  or  not  the  Southern  Building  Corporation  owes  to  its  former 
counsel  fees  for  past  services.  They  are  not  passing  upon  the  ques- 
tion whether  or  not  there  are  unpaid  taxes  to  be  adjusted  between 
the  vendor  and  vendee.  They  are  not  passing  upon  the  question,  I 
respectfully  submit,  as  to  the  amount  and  number  of  the  mortgages 
on  this  property.  They  are  simply  determining  the  cost  to  reproduce 
the  building  as  it  now  is  for  the  purpose  of  a  general  appraisement. 
What  could  this  building  be  now  reproduced  for?  and  they  first  go 
into  the  question  of  its  original  cost  as  throwing  light  upon  that 
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question,  and  then  they  go  into  the  question  of  additional  cost  of 
material  now  as  compared  with  1909  and  1910. 

Mr.  Peotjty.  That  part  is  not  under  discussion  in  my  own  mind. 
The  point  is  you  put  that  in  as  part  of  the  cost  of  the  building. 

Mr.  DoTJOLAS.  It  is  part  of  the  co^t  of  the  building. 

Mr.  Prouty.  'It  did  not  cost  you  anything,  if  I  understand  this 
testimony. 

Mr.  Douglas.  Suppose  somebody  should  come  along  and  give  us 
these  fixtures. 

Mr.  Peouty.  They  have  not  done  that.  They  say  at  the  end  of  10 
years  they  may  sell  it  to  you. 

Mr.  Douglas.  Do  they  say  they  may  sell  it  to  us  ? 

Mr.  Peouty.  They  can,  but  do  not  have  to. 

Mr.  Douglas.  I  beg  your  pardon.  Will  you  say,  as  a  lawyer,  they 
could  move  these  fixtures  out  of  there  ? 

Mr.  Peouty.  I  say  they  could. 

Mr.  Douglas.  I  am  going  to  take  the  liberty  to  read  it  to  you  and 
see  whether  they  can  or  not. 

It  is  furtliei-  uiiderstood  and  jigreed  lliat  should  SMid  United  States  Trust  Co. 
elect  to  vacate  tlieir  premises  at  the  exiiirntioii  of  this  lense,  without  renewing 
the  same,  then  said  Southern  Building  Coriwration- shall  pay  to  it  or  its  suc- 
cessors or  assigns  .50  per  cent  of  the  total  cost  of  the  vaults,  fixtures,  and  im- 
provements of  all  kind>-i  made  upon  such  premises  by  said  trust  company,  and 
that  in  the  event  said  company  shall  renew  its  lease  of  said  premises  for  a  fur- 
ther period  of  10  years  from  the  expiration  thereof  and  shall  vacate  said 
premises  at  the  end  of  .20  years  from  the  date  of  this  indauture,  then  said 
Southern  Building  Corporation  shall  pay  the  said  trust  company  or  its  succes- 
sors or  assigns  25  per  cent  of  the  total  cost  of  the  vaults,  fixtures,  and  improve- 
ments of  all  kinds  made  upon  said  premises  by  said  trust  company. 

Would  you  contend  they  could  remove  the  columns  in  that  build- 
ing? 

Mr.  Peouty.  I  am  not  talking  about  that.  I  am  saying  that  the 
contract  does  not  obligate  the  trust  company  to  sell  it,  but  does  obli- 
gate the  Southern  Building  Corporation  to  buy. 

Mr.  Douglas.  It  obligates  the  Southern  Building  Corporation  to 
buy  for  these  reasons:  If  the  Southern  Building  Corporation  had 
not  put  this  in — and  that  proposition  was  put  in  at  the  instance  of  and 
by  the  United  States  Trust  Co.  for  its  own  protection,  because  without 
it  they  would  not  have  gotten  one  single  solitary  dollar  for  the 
seventy-odd.  thousand  dollars'  expenditures,  because  a  fixture  in  law 
is  a  fixture.  It  is  there.  It  has  become  a  part  of  the  original  build- 
ing, and  the  subject  matter  of  that  clause  of  the  lease  does  involve 
the  things  that  would  in  law  be  parts  of  the  freehold,  and  does  not 
involve  things  that  can  be  removed,  but  if  that  is  still  your  opinion, 
of  course  I  am  unfortunate  in  that  I  am  unable  to  couAince  you  of  it, 
and  of  course  I  am  just  as  liable  and  perhaps  more  liable  to  be  in 
error  than  yourself,  but  I  have  given  thought  to  that  question,  and  I 
contend  here  that  that  $75,000  is  now  an  inseparable  and  undivorce- 
able  part  of  the  Southern  Building,  as  much  so  as  the  roof  that  pro- 
tects it  from  the  weather. 

Mr.  Peouty.  I  think  you  and  I  would  not  disagree  upon  that,  but 
the  only  question  'is  whether  or  not  that  is  a  part  of  the  cost  of  the 
building  and  is  owned  by  the  fellows  that  own  the  building. 

Mr.  Douglas.  Suppose  von  and  I  were  asked  to  reproduce  that 
building  just  exactly  as  it  stands  to-day.  not  going  through  its  history 
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of  changes  and  alterations,  but  take  it  just  as  it  stands  to-day,  with 
the  splendid  quarters  of  the  United  States  Trust  Co.  there,  and  we 
were  asked  to  reproduce  it,  would  we  not  have  to  reproduce  that  ? 

Mr.  Peotjty.  The  proper  proposition  would  be  to  reproduce  the 
portion  owned  by  the  Southern  Building  Corporation  or  the  insur- 
ance companies.  That  would  be  the  real  question  we  ought  to  con- 
sider. There  are  over  that  building  probably  a  good  many  fixtures 
that  are,  within  the  law,  fixtures,  and  they  do  not  belong  to  the  South- 
ern Building  Corporation. 

Mr.  Johnson.  Was  part  of  these  fixtures  made  up  of  columns  that 
support  the  upper  story  ? 

Mr.  Douglas.  Absolutely. 

Mr.  Johnson.  And  another  part  wainscoting? 

Mr.  Douglas.  Absolutely. 

Mr.  JaHNSON.  And  other  fixtures  like  that? 

Mr.  Douglas.  Absolute!}^;  the  very  floor  itself. 

Mr.  Johnson.  And  necessarily  made  a  part  of  the  building  ? 

Mr.  Douglas.  They  could  not  be  separated  any  more  than  you 
could  separate  the  roof  from  it. 

Mr.  Redfield.  Mr.  Douglas,  is  it  not  a  fact  that  when, you  say  the 
columns  are  included  in  that  $75,000,  you  mean  onlj^  the  external 
decoration  of  the  columns? 

Mr.  Douglas.  Yes ;  a  very  expensive  proposition. 

Mr.  Redfield.  But  were  the  structural  portions  of  the  columns  in- 
cluded in  the  contract? 

Mr.  Douglas.  Absolutely ;  and  the  $75,000  put  there  by  the  Trust 
Co.  does  not  include  the  cost  of  structure  or  steel. 

Mr.  Johnson.  And  it  is  attached  permanently  and  could  not  be 
removed  without  destroying  to  some  extent  the  building? 

Mr.  Douglas.  Absolutely;  and  I  will  call  your  attention  to  this, 
Mr.  Chairrhan,  and  Mr.  Redfield,  too,  that  the  building  had  no  area 
ways  provided — it  was  carelessly  done  by  somebody — for  ventilation 
for  the  cellar  belo^v.  There  had  to  be  excavations  made  under  the 
sidewalk  and  ventilated  areas  put  there  for  light  as  well  as  for  ventila- 
tion and  a  very  considerable  amount  of  work  was  done  to  connect  the 
upper  floor  with  the  lower  floor — I  mean  the  trust-company  floor  with 
the  cellar  below — ^it  had  to  be  connected  with  a  stairway,  and  they 
had  to  connect  up  the  main  room  with  the  directors'  room  above. 
That  had  to  be  clone  with  a  spiral  staircase.  Those  were  the  items — 
the  character  of  items  that  entered  into  the  cost  of  this  construction. 

Mr.  Redfield.  Then,  in  making  the  valuation  of  that  did  you  de- 
duct the  cost  of  the  former  work  that  was  lost — fault  ? 

Mr.  Douglas.  Absolutely  no;  there  was  not  any  fault  work,  be- 
cause it  was  not  provided  for  in  the  plans  and  specifications.  The 
original  plan  of  the  owners  of  the  Southern  Building  was  not  to  use 
that  lower  floor  as  a  basement,  but  simply  use  it  as  a  storage  cellar. 
When  the  United  States  Trust  Co.  rented  it  they  wanted  a  cellar 
under  it. 

Mr.  Redfield.  Is  it  not  a  fact,  Mr.  Douglas,  that  if  a  new  tenant 
in  these  oiRces  wished  a  different  type  of  column,  or  a  different  style 
of  decorations,  he  could,  Avithout  injuring  the  structure  itself,  remove 
the  external  surface  from  those  columns  and  replace  it  with  another  ? 

Mr.  Douglas.  I  suppose  he  could  do  so  with  the  consent  of  the 
owners  of  the  building. 
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Mr.  Johnson.  And  when  replaced  it  would  become  part  of  the 
building  ? 

Mr.  Douglas.  Of  course,  he  could  not  pull  a  column  out  and  tear 
that  down ;  no. 

Mr.  Johnson.  And  it  would  have  to  go  into  the  value  of  the  build- 
ing as  a  part  of  the  building  ? 

Mr.  Douglas.  He  could  not  put  in  a  column  to-day  and  tear  that 
down  to-morrow.  I  thought  it  was  a  plain  proposition  of  law  and 
therefore  assumed  it,  but  I  am  going  along  and  I  am  going  to  as- 
sume that  for  some  reason  or  other  this  committee  feels  justified  in 
saying  that  these  improvements  of  the  trust  company  should  not 
enter  into  the  cost  of  the  building. 

I  want  to  call  the  attention  of  the  committee  in  this  connection  to 
the  fact  that  the  Equitable  Life  Assurance  Co.,  for  the  purpose  of 
insurance,  insisted  upon  the  amount  of  insurance  being  80  per  cent, 
stating  that  their  estimate  of  the  cost  of  that  structure  when  it  was 
completed  was  $900,000.  Our  contention  here  is  that  it  cost  the 
Southern  Building  Corporation  in  excess  of  $900,000 — to  be  accurate, 
between  $903,000  and  $904,000,  because  there  was  an  error  in  the 
statement  of  the  United  vStates  Trust  Co.  to  the  extent  of  $3,000  or 
$4,000,  because  that  included  its  furnishings  that  were  the  subject  of 
removal.  But  let  us  go  on  now  and  let  us  view  it  from  the  stand- 
point of  the  witnesses  who  have  studied  this  question  and  who  ought 
to  know  very  much  more  about  it  than  any  of  the  lawyers  in  the  case 
or  even  the  members  of  the  committee. 

Mr.  PitouTY.  Mr.  Douglas,  if  it  does  not  interfere  with  you,  I 
would  like  to  take  up  some  more  of  these  items.  Take  up  the  next 
item  in  this  matter  of  the  schedule  of  taxes  during  construction. 
That  was  taxes  upon  the  real  estate,  was  it  not  ? 

Mr.  Douglas.  Yes,  sir. 

Mr.  Peouty.  Do  you  think  it  is  fair,  if  you  add  to  the  increment, 
to  the  value  of  real  estate,  its  full  advanced  value,  that  you  should 
then  charge  the  expense  of  carrying  it  upon  a  building  that  is  to  be 
constructed  upon  that  ?     Do  you  think  that  is  fair  ? 

Mr.  Douglas.  If  you  are  adding  to  the  cost  of  the  building  the 
increased  value  of  the  land  I  would  say  "  No;"  but  Ave  are  not  doing 
that. 

Mr.  Peouty.  But  you  add  to  the  general  total  the  entire  increase 
of  the  land,  then  you  take  from  it  entirely  the  burden  of  its  own 
taxes  and  put  it  into  the  building  in  the  mating  of  your  value. 

Mr.  Douglas.  I  will  answer  the  question  as  best  I  know  how.  Our 
idea  is — we  may  be  wrong — the  question  of  the  cost  of  the  building 
IS  not  affected  by  increase  or  decrease  in  the  value  of  the  land. 

Mr.  Peouty.  I  concede  that;  but  you  put  into  the  value  of  the 
building  $10,000  that  it  cost  you  to  carry  the  real  estate  you  bought 
and  which  is  advancing  in  value. 

Mr.  Douglas.  Yes ;  but  it  is  because  it  is  subject  to  the  burden  of 
building  construction,  and  likewise,  as  Mr.  Brainard,  a  member  of 
the  firm  of  Carrere  &  Hastings;  Mr.  Parker,  the  big  builder  from 
New  York;  and  Mr.  Starrett,  aiid  every  single  solitary  witness, 
without  a  single  exception,  has  testified,  that  interest  even  on  the  value 
of  the  land  is  proper  to  be  added  as  a  cost  of  construction,  for  the 
reason  that  the  building  is  under  construction  at  that  time,  incapable 
of  use  or  even  for  the  purpose  of  sale. 
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Mr.  Johnson.  It  is  deprived  of  every  possibility  of  being  used? 

Mr.  Douglas.  It  is  deprived  of  every  possibility",  yes.  of  being  used 
at  aU.  Suppose  when  we  had  started  this  construction  we  had  been 
offered  $30  or  $35  a  foot  for  this  land.  It  does  not  make  any  differ- 
ence whether  it  increased  after  that  or  not.  As  a  matter  of  fact, 
that  was  the  exact  situation  here.  There  was  an  otTer  made  on  ihis 
property  of  some  $30  a  foot  after  the  contract  had  been  signed  with 
Thompson-Starrett  Co..  and  we  could  not  unsign  it.  Otlierwise,  it 
would  have  been  sold  and  this  building  ne\er  erected.  That  is  a 
piece  of  the  history  of  this  proposition.  '  So  the  building  corporation 
was  tied  up  with  a  contract  to  build  and  could  not  escape  from  it 
without  paying  heavy  damages — without  paying  a  large  amount  of 
money  to  reccnip  the  building  company  for  its  losses. 

Mr.  Proutv.  Wliv  should  that  be  charged  up  as  ccst  of  the  build- 
ing? 

Ml'.  DoroLAs.  In  the  first  place,  because  it  is  a  uniform  rule 
throughout  the  country.  Everybody  does  it.  There  is  no  reason 
why  the  Southern  Building  should  not  have  the  right  to. 

Mr.  Prouty.  That  accounts  for  the  bear  dance. 

Mr.  Douglas.  How  is  that? 

Mr.  Prouty.  That  accounts  for  the  bear  dance. 

Mr.  Dot'Glas.  I  do  not  knoAv  what  you  mean  liy  tlie  "bear  dance.'' 

Mr.  Prouty.  Everybody  does  it,  von  sav. 

Mr.  Douglas.  Well.  T  do  not. 

Mr.  Prouty.  I  am  trying  to  analyze  this  proposition  of  the 
building. 

Mr.  Douglas.  I  think  it  is  a  fair  standard. 

Mr.  Prouty.  I  want  to  get  it  clearly  in  mind.  I  am  not  antagoniz- 
ing you. 

Mr.  Douglas.  "Well,  I  do  not  indorse  the  proposition  that  whatever 
is  is  right,  but  when  you  find  a  custom  uniformly  observed,  especially 
in  business  circles,  there  is  generally  some  good  reason  for  it.  AA'hen 
you  find,  in  all  building  operations,  that  the  taxes  on  the  land  during 
the  time  of  construction,  with  the  interest  on  the  investment  in  the 
land  that  holds  that  building  during  the  process  of  construction  :ire 
uniformly  charged  as  part  of  the  cost  to  the  owner — and  they  go 
further  than  that :  lots  of  them  charge  in  the  loss  on  the  investment 
for  nearly  12  months  after  the  building  is  put  up,  because  it  take.s 
nearly  12  months  before  it  gets  into  a  position  of  paying  revenue — 
you  should  pause  before  you  challenge  it. 

Mr.  Prouty.  I  have  never  seen  it  done. 

Mr.  Douglas.  You  heard  the  testimony  of  ]Mr.  Starrett  ? 

Mr.  Prouty.  Yes:  I  heard  the  te.stimon}',  but  I  liave  had  a  good 
deal  of  experience  in  the  construction  of  plants  and  buildings,  but 
never  Imew  of  them  before  to  put  in  the  cost  of  the -building  the 
interest  charge  upon  the  value  of  the  real  estate. 

Mr.  Douglas.  Let  us  take  out  and  separate  the  question  of  the 
increase  of  value  of  the  land.  Suppose  after  the  Southern  Building 
Corporation  had  signed  the  contract  with  Thompson-Starrett,  had 
signed  the  contract  with  the  architect,  it  had  been  offered  $30  a  foot 
for  this  land.  I  am  going  to  take  a  supposititious  case,  but  I  am 
not  going  to  hesitate  to  state  that  that  was  the  exact  situation  with 
regard  to  this  company.  They  could  not  get  out  of  the  contract 
without  losing  money  far  in  excess  of  the  amount  of  money  to  be 
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made  on  the  transaction.  They  were  compelled  not  only  to  lose 
profit  on  the  land,  let  us  throw  that  out,  because  they  might  make 
more  profit  by  holding  it,  but  they  were  in  position  where  they  could 
not  get  their  money  in  and  invest  it  in  some  5  or  6  per  cent  interest- 
bearmg  securities,  they  could  not  possibly  do  that  while  the  building 
was  being  constructed.  WKy?  Because  they  could  not  sell  it,  they 
could  not  rent  it,  they  could  not  get  their  money  out  and  invest  it, 
therefore,  perforce,  during  the  hours  and  weeks  and  months  of  con- 
struction the  land  itself  must  be  a  dead  piece  of  property.  And  that 
is  why,  as  I  understand  it,  they  charge  up  interest  on  the  real  estate 
during  the  time  of  construction. 

Mr.  Peouty.  Yes;  but  it  was  not  dead;  it  was  growing  very  fast. 

Mr.  DougijAS.  We  are  not  talking  about  profits.  I  am  talking 
about  the  actual — they  only  charged  on  the  cost  of  the  land;  they 
did  not  charge  interest  on  profits,  and  it  is  not  a  question  of  profits. 
It  is  not  a  question  of  appreciation  charged,  it  is  not  a  question  of 
depreciation  either,  for  it  is  a  question  of  the  interest  on  the  invest- 
ment in  the  land  made  for  the  purpose  of  building. 

The  best  illustration  of  it  would  be  this.  Suppose  the  Southern 
Building  Corporation  would  buy  that  land  to-day  at  $30  a  foot,  and 
to-morrow  start  construction;  what  would  be  the  cost  of  that  build- 
ing to  the  Southern  Building  Corporation  ?  Would  it  not  be  the  extra 
charge  there,  because  for  the  purpose  of  putting  a  building  on  the 
land  they  had  to  make  the  investment  involving  the  purchase  of  the 
property  itself;  they  were  compelled  to  make  it.  They  lose  the  inter- 
est, do  they  not,  during  that  period  of  time? 

Mr.  Prouty.  You  have  a  fictitious  value  in  there.  You  would  have 
first  the  cost  of  the  land ;  you  would  have  the  cost  of  the  building ; 
and  then  you  would  have  the  interest  in  carrying  the  land  while  it 
was  being  built. 

Mr.  Douglas.  We  lost  it  during  the  period  of  construction.  There 
is  no  doubt  about  that.  We  had  our  money  in  the  land,  we  could  not 
utihze  the  land  while  it  was  being  constructed,  we  bought  the  land 
to  put  the  building  on  it.  That  investment  was  necessary  for  the 
building,  and  it  took  a  certain  period  of  time  to  build  the  building, 
which  made  it  essentially  and  inherently  a  loss  incident  to  and  in- 
separably associated  with  the  very  act  of  construction.  If  we  had  a 
loss  of  interest  during  that  period  of  time  in  order  that  we.  might 
build,  then  that  loas  is  a  part  of  the  cost  of  the  building.  It  seems 
to  me,  Judge,  that  that  is  bound  to  be  the  fact.  But  if  you  will  par- 
don me,  I  will  have  to  go  on,  because  the  time  is  passing. 

I  would  like  to  ask  you,  Judge,  to  make  a  note  of  a  reference  in 
our  brief  to  a  discussion  of  that,  which  may  throw  some  light  on  the 
subject,  and  there  may  be  discussed  more  clearly  than  I  have  been 
able  to  do  it  on  my  feet.  I  refer  you  to  pages  1975  and  1976  of  our 
brief. 

But  on  the  cost  of  the  building  itself,  gentlemen,  hurrying  on,  I 
call  your  attention  to  the  fact  that  is  not  anywhere  in  dispute  in 
the  testimony,  that  Mr.  Horowitz,  the  president  of  Thompson-Starrett 
Co.,  made  a  statement  to  Mr.  Thyson  that  he  could  not  understand 
the  cost  of  this  building  being  made  as  low  as  it  was,  and  he  thought 
the  subcontractors  had  lost  in  some  way  at  least  $100,000  in  the  con- 
struction of  the  building;  but  whether  that  is  so  or  not,  whether  it 
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was  built  at  a  profit  to  the  contractor,  Mr.  Starrett  called  your  atten- 
tion to  the  fact,  in  an  impressive  way,  that  the  builder  might  himself 
have  made  a  profit,  the  chances  are  that  the  subcontractors  lost. 
But,  be  that  as  it  may,  we  come  here  with  an  array  of  witnessea  the 
like  of  which  I  have  never  seen  in  any  court  room.  "We  have  brought 
here  one  of  the  architects  of  this  very  building,  a  member  of  the  firm 
of  architects  probably  standing  at  the  very  top  of  their  profession  in 
this  country,  and  that  is  the  firm  of  Carrere  &  Hastings.  You  will 
recall  the  testimony  of  Mr.  Brainard,  one  of  the  very  architects  of 
the  building  in  which  these  sessions  are  being  held.  He  testified 
that  the  Southern  Building  could  not  be  put  up  under  $1,060,000  in 
"Washington.  He  has  gone  over  it  carefully  and  he  has  built  a  great 
many  buildings.  It  is  an  ordinary  type.  It  is  simply  a  standard 
building.  You  will  remember  Mr.  Starrett  testified  that  it  is  so 
standardized  that  in  New  York  to-day,  and  other  cities,  contractors 
bid  upon  it  on  the  basis  of  cubage;  they  know  so  perfectly  what  is  in 
it.  Surely,  if  this  building  could  be  put  up  here  for  $900,000,  men 
like  i\Ir.  Brainard  would  not  make  a  mistake  of  $160,000.  He  under- 
stands his  business.  He  erected  a  building  in  Toronto  exactly  like 
this.  He  said  it  was  almost  a  reproduction  of  this.  It  was  built  at  a 
cost  of  from  50  to  60  cents  a  cubic  foot.  I  Imow  you  must  have  con- 
fidence in  men  like  Mr.  Starrett. 

I  know  he  impressed  this  committee — he  could  not  help  but  impress 
you,  in  fact,  as  a  solid,  practical,  well-balanced,  responsible  man. 
He  put  the  cost  at  $1,050,000.  Mr.  Parker,  who  has  had  an  extensive 
building  business,  put  it  at  $1,025,000.  Mr.  Hall,  the  architect,  put 
it  at  over  a  million  dollars.  jNIr.  Emmett,  the  builder,  put  it  at  over 
a  million  dollars,  and  the  appraiser  himself  put  it  at  $975,000,  and 
he  was  uninformed  as  to  the  extra  cost  of  the  steel  in  this  building 
because  he  estimated  it  by  the  original  plans  and  specifications. 
Xow,  are  you  going  to  pit  against  such  men  Snowden  Ashford,  a 
man  whom  it  would  fill  two  volumes  to  tell  the  things  he  does  not 
know  about  the  Southern  Building?  It  would  fill  two  volumes  to  tell 
the  things  he  does  not  know  about  architecture.  I  do  not  say  this 
unkindly,  but  I  say  it  in  justice  to  this  case.  He  tried  to  compare 
the  Hibbs  Building  to  this  building  without  ever  having  gone  into 
the  Southern  Building  except  to  walk  through  its  lobbias.  He  did 
not  know  whether  marble  was  above,  on  his  right  or  left,  or  upon  the 
place  upon  which  his  feet  would  tread.  He  did  not  know  whether 
the  doors  were  mahogany  or  oak  or  pine,  and  undertook  to  cube  this 
building  at  a  cost  of  28  cents  on  the  basis,  I  suppose,  of  the  cost  of 
schodl  buildings.  And  yet  the  Hibbs  Building  cost  52  cents  per  cubic 
foot. 

That  is  the  testimony  adduced  against  the  insurance  companies  on 
the  cost  of  reproducing  this  building.  Are  you  going  to  be  controlled 
by  the  weight  of  evidence,  by  the  number  of  witnesses,  by  their  amount 
of  knowledge,  by  their  experience,  or  their  reliability  ?  "Will  you  pit 
Snowden  Ashford  against  Mr.  Brainard,  of  Carrere  &  Hastings, 
against  Starrett,  against  Parker  and  Hall,  against  Emmett,  or  against 
Lipscomb?  I  think  it  is  an  insult  to  the  intelligence  of  the  com- 
mittee to  argue  that  phase  of  the  question,  because  the  attack  on  the 
cost  of  the  reconstruction  of  this  building  has  so  utterly  failed  until 
it  is  not  worthy  of  five  minutes  of  your  valuable  time  for  the  purpose 
of  discussion. 
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Then,  if  you  take  it  in  combination,  the  land  and  building,  judge 
us  by  other  people's  standard,  judge  us  by  known  business  stand- 
ards in  the  community;  judge  this  property,  then,  as  a  revenue  pro- 
ducing property,  if  you  please,  the  building  and  land  combined,  Mr. 
Bell  says  4  per  cent  to  4^  per  cent  is  a  proper  basis  of  capitaliza- 
tion, or  let  us  put  it  as  low  as  4  per  cent.  Mr.  Hoover,  I  believe,  and 
still  others  put  it  as  low  as  3  per  cent  and  3^  per  cent,  but  every- 
body concedes  that  the  business  property  of  this  town  is  capitalized 
at  around  3  per  cent  to  3^  per  cent,  and  Mr.  Stellwagen  has  his  capi- 
talized at  $1,165,000  on  a  3  per  cent  basis.  If  you  take  this  property 
and  capitalize  it,  and  I  say  you  can  put  it  as  low  as  3J  per  cent,  and 
it  is  worth  $2,000,000.  I  mean  to.  say  if  you  put  it  on  a  3  per  cent 
basis  you  can  not  put  it  under  $2,000,000  tfl  save  your  life.  That  in 
gross  earnings  the  capacity  of  this  building  is  $147,000  to  $150,000 
is  not  disputed  in  this  case. 

Mr.  Peouty.  There  is  a  proposition  which  bothered  me  some ;  the 
last  seven  months  showed  a  rental  of  upward  of  92  per  cent,  and 
that  produced  an  average  of  less  than  $9,900  during  the  last  seven 
months  preceding  the  1st  of  January. 

Mr.  Douglas.  In  the  first  place,  this  is  outside  of  the  record,  but 
I  suppose  you  gentlemen  have  at  least  taken  occasipn  to  look  at  the 
building  after  having  it  shoved  at  you  so  much  in  the  last  month  and 
a  half.  The  large  store  building  to  the  north  of  the  lobby,  sepa- 
rating it  from  the  United  States  Trust  Co.,  which  occupies  ah  area 
I  suppose  at  least  equal  to  that  occupied  by  the  trust  company, 
50,000  feet,  is  now  being  remodeled  for  tenants.  Edmonds,  the  op- 
tician, is  moving  into  the  south  half  of  that  large  room,  at  a  very 
heavy  rental,  and  the  actual  changes  that  are  being  made,  and  are 
being  made  at  the  moment  and  all  the  time  this  committee  has  been 
in  session,  are  made  under  a  lease,  that  lease  to  go  into  effect  only 
when  the  premises  have  been  put  in  condition.  That  has  not  been  in- 
cluded in  the  rental  specified  in  the  testimony  of  Mr.  Thyson  or  in 
his  statement  on  the  subject.  I  do  know  his  testimony  is  that  rent- 
ing the  balance  of  the  building  at  the  same  rate,  it  is  $147,500.  I 
do  know  that  the  cost  of  operation  is  a  shade  less  than  $2,000  a  month, 
and  we  know  that  amounts  to  $24,000  a  year.  We  know  that  that 
amount  added  to  the  taxes,  would  run  it  about  $40,000  a  year.  We 
know,  then,  that  the  net  earning  capacity  of  this  building  is  around 
$107,000,  some  putting  it  as  high  as  $114,000.  We  do  know  that 
$7,000  would  be  a  fund  there  that  ought  to  be  sufficient  to  cover  va- 
cancies, and  that  this  building  has  a  net  earning  capacity  of  $100,000. 
We  know  that  is  5  per  cent  on  $2,000,000.  We  know  it  is  4  per  cant 
on  $2,600,000.    We  know  it  is  3  per  cent  on  over  $3,000,000. 

If  you  require  us  to  capitalize  this  building  on  an  earning  cajiacity 
of  5  per  cent,  it  is  worth  only  $2,000,000.  If  we  are  allowed  to  capi- 
talize it  on  an  earning  capacity  of  4  per  cent,  which  I  think  is  fair 
middle  ground,  you  can  cut  down  the  earning  capacity  to  $80,000 
and  still  have  your  $2,000,000  valuation  on  that  basis.  Four  per 
cent  on  $2,000,000  is  $80,000.  You  can  put  the  earning  capacity  at 
$100,000  and  take  off  $20,000  for  obsolescence  per  year  and  take  it 
out  of  the  income,  which  would  require  us  to  establish  a  standard 
for  these  fire  insurance  companies  that  nobody  else  has  been  re- 
quired to  measure  up  to  in  this  District  before. 


2088  INVESTIGATION   OF   INSURANCE   COMPANIES. 

If  you  take  off  $15,000  or  $20,000  for  obsolescence,  not  off  the  capita 
of  the  building  but  off  the  income  per  annum,  and  take  off  youi 
$16,000  and  take  off  your  $7,000  out  of  the  $107,000,  and  then  take  of 
$4,000  more,  we  will  still  have  $80,000  of  an  earning  capacity  foi 
this  building,  and  if  you  capitalize  it  on  the  basis  of  1  per  cent  j'^oi 
have  a  $2,000,000  proposition  there  then. 

Mr.  Beegee.  How  much  do  you  figure  for  repairs  ? 

Mr.  Douglas.  I  suppose  the  repair  bill  for  this  building  woulc 
not  exceed  $1,000;  but  I  am  willing  to  allow  $5,000  a  year  for  it.  1 
am  willing  to  allow  $5,000  a  year  for  a  perfectlv  new  building.  Il 
we  allow  $15,000  for  obsolescence,  $5,000  for  repairs,  there  is  $20,00( 
taken  off  of  your  $100,000  earning  capacity,  and  then  you  have,  or 
the  basis  of  i  per  cent,  an  investment  of  $2,000,000. 

I  do  not  care  from  what  angle  you  view  this  thing,  whether  yoi: 
take  the  land  as  a  separate  proposition  or  whether  you  take  th( 
building  as  a  separate  proposition  or  whether  you  take  the  two  ir 
conjunction  and  capitalize  on  a  basis  of  what  other  people  are  capi- 
talizing their  property,  on  what  is  really  a  fair  basis,  which  is  4  pei 
cent,  as  'Mv.  Bell  finallv  stated,  and  then  vou  have  a  valuation  oi 
$2,000,000. 

If  you  take  Mi:  Stellwagen's  proposition  across  the  street,  yoii 
will  approach  it  from  another  angle.  If  you  take  the  gross  earn- 
ings, which  in  his  case  are  $68,000  per  year  on  his  valuation  oi 
$1,105,000,  you  will  find  he  is  getting  gross  out  of  his  building  a 
shade  over  5  per  cent.  On  that  same  basis  applied  to  the  Southern 
Building,  its  earning  capacity  of  $147,000,  that  building  is  worth 
$2,600,000,  if  Stellwagen's  $1,165,000  is  a  fair  valuation;  and  that  is 
what  is  sworn  to  by  him. 

Mr.  Br.KGER.  You  have  never  received  $100,000  so  far,  but  you 
expect  to  get  it? 

Mr.  Douglas.  The  building  is  less  than  two  years  old. 

^Ir.  Beeger.  You  have  not  got  the  $100,000,  and  as  long  as  you  do 
not  get  it  while  the  building  is  new,  how  do  vou  expect  to  earn 
$100,000  after  the  building  gets  older? 

]\Ir.  Douglas.  The  building  has  to  have  a  reasonable  time  within 
which  to  be  rented. 

r  make  this  statement :  That  it  has  been  more  rapidly  filled  than 
any  other  building  in  Washington ;  that  it  is  more  highly  rented,  con- 
.sidered  on  the  basis  of  percentage,  than  any  other  building  in  Wash- 
ington, and  it  is  being  rented  from  day  to  day  and  from  week  to 
week  while  this  committee  is  in  session. 

If  you  knock  off  even  that  and  do  not  charge  us  with  the  obsoles- 
cence, which  is  utterly  an  unfair  proposition,  and  one  unheard  of  ir 
this  District  of  Columbia  and  one  unknown  to  an  architect  lik( 
Brainard,  one  unheard  of  by  Starrett,  formerly  of  the  Thompson- 
Starrett  Co.,  and  one  that  no  witness  ever  heard  of  in  the  District  oJ 
Columbia  until  the  proposition  was  sprung  by  the  astute  and  re 
sourceful  witness.  Col.  Judson.  Nobody  else  charges  it  in  the  District 
of  Columbia. 

Why  should  you  apply  a  rule  or  take  a  rule  of  measurement  foi 
this  purpose  with  reference  to  these  companies  that  was  not  appliec 
to  anybody  else?  It  is  simply  a  question  of  equal  rights  to  all  anc 
special  privileges  to  none. 

That  is  all  I  have  to  say  on  the  subject  of  the  building. 
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My  partner,  Mr.  Euffin,  suggests  I  should  say  one  word  on  the  sub- 
ject of  obsolescence.  Whether  it  is  taken  into  account  or  not,  I 
think  it  must  be  clear  to  the  members  of  this  committee  and  to  all  of 
us,  that  obsolescence,  whether  it  is  chargeable  or  not,  is  not  charge- 
able against  the  income  of  the  building,  and  you  will  find  that  matter 
has  been  discussed,  I  think,  very  fully  and,  I  hope,  very  clearly  and 
convincingly  in  our  brief.  I  will  not,  therefore,  undertake  to  repeat 
what  is  there  said. 

I  desire  now  to  make  an  observation  or  two  with  reference  to  the 
situation  as  we  view  it  at  the  end. 

These  companies  have  gene,  as  I  said  last  evening,  through  a  fur- 
nace of  fire,  and  we  hope  they  have  come  out  of  it  unscathed  and 
unharmed.  As  to  whether  or  not  they  should  have  been  subjected  to 
it  becomes  a  subject  matter  of  inquiry,  at  least  of  some  interest  to 
the  members  of  this  committee.  I  feel  it  is  a  matter  of  very  great 
interest  to  the  community  in  which  these  companies  do  their  business. 

I  feel  the  gravest,  most  far-reaching  injustice  has  been  done  them, 
and  that  this  committee  should  take  it  into  account  in  making  up  its 
judgment,  in  weighing  the  testimony  of  these  witnesses,  and  deter- 
mining upon  which  side  lies  the  truth  of  this  controversy. 

That  this  matter  was  started  with  no  purpose  to  have  an  investiga- 
tion, I  charge  here  and  now.  That  this  matter  was  inaugurated,  that 
this  matter  was  initiated  for  the  purpose  of  destroying  these  com- 
panies by  foul  means,  I  charge  here  openly  in  the  eyes  of  the  whole 
community. 

I  charge  that  this  attack  was  brought  on  these  companies  as  the 
result  of  a  deliberate  conspiracy  to  ruin  them,  and  I  charge  that  they 
resorted  to  the  investigation  in  the  hope  that  the  committee  might 
find  something  wrong,  which  would  enable  them  to  do  what  there- 
tofore they  had  been  utterly  unable  to  do. 

I  charge  here  deliberately,  upon  my  responsibility  as  a  member  of 
the  bar  and  as  a  citizen  of  this  community,  that  this  thing  was  done 
for  the,  purpose  of  striking  down  these  insurance  companies  without 
giving  them  a  day  in  court  at  all. 

I  charge  that  the  day  they  have  had  in  court  before  this  intelli- 
gent committee  was  not  of  their  initiation,  was  not  done  for  the  pur- 
pose of  bringing  that  about,  but  that  the  whole  scheme  and  purpose 
and  confederation  was  to  put  them  out  of  business,  to  destroy  them 
overnight  by  a  series  of  attacks  through  the  columns  of  the  news- 
papers, hoping  thereby  to  create  distrust,  hoping  thereby  to  put  into 
the  public  mind  distrust  of  them,  because  they  were  and  are  financial 
institutions. 

I  charge  that  the  man  who  originated  it,  the  man  who  inspired  it 
from  start  to  finish,  was  Edward  J.  Stellwagen,  the  px-esident  of  the 
Union  Trust  Co.  I  charge  that  he  put  the  torch  in  the  hands  of 
Col.  Judson  and  made  out  of  him  a  willing  tool  to  do  this  work.  I 
charge  that  he  took  the  match  and  he  lit  the  torch  and  put  it  into 
the  hands  of  Mr.  Judson  to  do  this  damaging  work,  seeking  to 
destroy  these  companies. 

I  charge  that  Col.  Judson's  and  Mr.  Stellwagen's  plan  of  campaign 
was  to  publish,  through  the  columns  of  the  newspapers,  the  so-called 
condition  of  these  insurance  companies,  and  that  when  they  did  it, 
their  plan  was  to  discharge  the  superintendent  of  insurance,  charg- 
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ing  him  with  incompetency,  intimating  that  he  was  corrupt,  inti- 
mating that  he  was  a  tool  of  these  insurance  companies;  and  that  the 
first  eifort  he  made  to  discharge  the  superintendent  of  insurance,  as 
the  result  of  that  plan,  failed. 

I  charge,  second,  that  when  that  plan  failed  his  plan  was  to  have 
a  new  appraisement,  by  appraisers  already  selected,  with  their  views 
already  known,  to  bring  down  discredit  upon  them,  and  upon  these 
respectable  gentlemen  who  constituted  that  board  of  appraisers. 

I  charge  that  as  a  means  to  the  end,  Col.  Judson  wrote  out  his 
motion  in  the  shape  of  a  statement  or  a  speech  and  spread  it  upon 
the  minutes  of  the  Board  of  Commissioners  of  the  District  of  Co- 
lumbia, intending  thereby,  or,  as  he  expressed,  "  apprehending  "  that 
it  would  get  into  the  hands  of  the  newspapers,  and  that  he  had 
four  copies  made  of  that  speech  for  the  four  daily  newspapers  of 
this  city,  and  that  he  sought  to  have  it  published,  but  the  news- 
papers refused  to  ijublish  it. 

I  also  charge  that  the  refusal  of  the  newspapers  to  publish  this 
statement  was  not  wholly  attributable  to  the  threat  of  libel.  I  claim 
that  ili".  Carusi  had  a  perfect,  legal,  and  moral  right,  even  though 
he  did  suppress  the  publication  of  it  liy  the  tiireat  of  a  libel  suit; 
that  he  was  well  within  his  legal  and  moral  right  in  so  doing.  But 
I  charge  and  claim  that  the  Star  and  the  other  papers  refused  to 
publish  this  statement  upon  the  high  ground,  as  stated  by  Mr. 
Lyon,  that  it  would  be  condemning  these  insurance  companies  with- 
out a  hearing;  that  it  was  not  fair;  that  it  was  striking  below  the 
belt. 

I  charge  that  the  split  that  took  place  between  Mr.  Rudolph  and 
the  twd  other  commissioners  grew  out  of  the  fact  that  Rudolph 
would  not  lend  himself  to  this  attack  without  a  hearing,  would  not 
led  himself  to  this  charge  without  an  investigation,  and  when  Ru- 
dolph refused  to  join  hands  with  them,  then  they  took  the  insurance 
department  out  of  his  hands  bodily  and  took  it  unto  themselves. 

Gentlemen  of  the  committee,  you  will  bear  in  mind  the  fact  that 
these  gentlemen,  almost  on  their  knees,  went  to  Col.  Judson,  the 
engineer  commissioner,  and  wrote  letters,  one  written  by  the  presi- 
dent of  the  First  Xational  Fire  Insurance  Co.,  and  the  other  by  the 
president  of  the  Commercial  Fire  Insurance  Co.,  and  asked  and 
pleaded  for  a  hearing  concerning  whatever  they  claimed  to  be  wrong, 
asking  that  they  should  be  present  with  their  executive  otficers  with 
the  three  members  of  the  Board  of  Commissioners,  and  also  there 
should  be  present  the  corporation  counsel  to  aid  them,  and  let  them 
investigate  and  find  out  what  they  thought  was  wrong.  They  asked 
this,  and  they  demanded  it. 

I  call  your  attention,  gentlemen  of  this  committee,  to  the  far-reach- 
ing injury  which  would  have  come  to  them  by  this  publicity  without 
a  hearing.  The  request  was  ruthlessly  turned  down.  Can  anybody 
here  within  the  sound  of  my  voice,  or  can  anybody  within  the  confines 
of  this  District  of  Columbia,  find  a  semblance  of  decency  or  semblance 
of  excuse  for  refusing  that  request? 

If  there  was  anything  wrong,  about  this  literature  and  they  wanted 
it  corrected,  could  not  they  tell  these  gentlemen  about  it?  If  the 
literature  was  extravagant  in  statement,  and  they  wanted  it  with- 
drawn from  public  circulation,  was  it  not  right  to  tell  them  of  it? 
If  they  were  paying  dividends  when  thev  were  sailing  too  close 
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to  the  shore,  getting  too  near  to  the  qviestion  of  impairment  of 
the  capital  stock,  even  though  they  had  no  jurisdiction  in  the 
matter,  can  you  see  any  reason  why  they  would  not  tell  them 
aboiit  it,  tell  them  about  it  privately,  as  Rudolph  wanted  it  done? 
If  they  differed  with  the  insurance  companies  as  to  the  internal  man- 
agement in  any  way,  shape,  or  form,  if  they  had  any  reason  to  carry 
out  the  thought  that  Judge  Prouty  has  suggested  heretofore,  that 
there  was  an  essentially  wrong  principle  in  having  the  underwriting 
contract  in  the  hands  of  people  who  were  the  dominant  factors  in 
the  compahy,  all  they  had  to  do  was  to  call  it  to  their  attention  and 
give  them  at  least  a  chance  to  change  it. 

But  no,  gentlemen,  it  was  not  that.  It  was  not  a  question  of  a 
hearing.  It  was  not  a  question  of  the  ascertainment  of  the  truth — 
and  I  speak  boldly,  because  I  am  speaking  honestly  to  this  com- 
mittee, because  I  know  I  am  speaking  the  simple  truth — it  stands 
out  that  Gen.  Johnson  and  Co.  Judson  paid  no  attention  to  this 
request;  that  it  was  in  effect  refused;  that  it  was  in  fact  paid  no 
attention  to;  that  Judge  Gould  went  down  there,  the  distinguished 
member  of  our  court,  and  pleaded  with  Judson  for  two  long  hours 
not  to  do  this  thing,  but  that  he  had  made  up  his  mind  to  do  it,  to  do 
it  to  the  end— and  that  fact  stands  out  beyond  the  pale  of  debate. 
The  fact  that  he  did  do  it,  the  fact  that  he  did  bring  on  an  investi- 
gation, intending  by  it  to  get  publicity,  first  wanting  publicity  with- 
out investigation,  and  if  he  could  not  get  publicity  Avithout  investi- 
gation he  would  take  publicity  with  investigation — all  these  tilings 
tend  to  prove  that  and  do  prove  it. 

Then,  when  he  transmitted  the  letter  to  you  gentlemen,  asking  for 
it,  he  undertook  to  get  an  investigation  under  false  pfetenses.  He- 
deliberately  used  an  expression  from  Mr.  Carusi's  letter  that  was 
confined  to  the  question  of  a  congressional  appraisement  of  the 
building,  putting  it  in  quotations,  taking  a  fragment  from  the  end 
of  the  sentence,  and  tacking  it  onto  the  suggestion  of  a  general  inves- 
tigation into  the  affairs  of  the  companies.  If  you  gentlemen  will  take 
that  one  letter  of  Mr.  Carusi  and  the  letter  that  was  sent  to  this 
committee,  or  to  the  House  of  Representatives,  and  also  to  Senator 
Gallinger,  you  will  see  that  they  took  less  than  one-quarter  of  one 
sentence  from  Carusi's  letter  and  read  it  into  their  letter  so  it  con- 
veyed the  thought  to  this  committee  and  to  the  House  of  Representa- 
tives that  these  gentlemen  were  courting  a  general  investigation  into 
the  affairs  of  their  companies. 

Nothing  could  have  been  more  insane  for  any  company  to  ask  an 
investigation  into  its  affairs.  If  anybody,  with  a  fair  degree  of  in- 
telligence, will  consider  the  matter  for  a  moment,  he  will  understand 
that  the  most  damnable  injury  would  inevitably  result  from  any 
investigation,  whatever  the  outcome. 

That  Col".  Judson  succeeded  in  getting  the  investigation  with  pub- 
licity, or  rather  publicity  with  an  investigation,  we  all  will  testify. 
That  that  has  done  damage  to  these  companies  we  can  not  deny; 
that  it  has  cost  them  tens  of  thousands  of  dollars  in  all  sorts  of  ways 
we  are  here  regretfully  to  admit.  That  we  can  not  tell  how  far- 
reaching  may  be  all  of  it  must  go  without  saying. 

But  it  seems  to  me  that  I  might  say  in  conclusion  that  these  two 
gentlemen  played  the  role  of  blind  Sampson.    They  put  their  shoul- 
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ders  to  the  pillars  of  the  temple.  They  were  strong  enough  to  put 
their  shoulders  to  the  pillars  of  the  temple,  upturn  it,  and  to  level 
it  to  the  ground;  but  they  threw  the  temple  upon  themselves,  and 
when  it  fell  great  was  their  fall.  That  these  gentlemen  stand  con- 
demned in  the  eyes  and  judgment  and  consciences  of  this  community 
with  having  done  a  wrong,  you  have  but  to  inquire,  but  to  lend  an 
ear,  and  you  will  catch  it  on  every  street  corner  at  every  hour  of  the 
day.  That  the  public  will  condemn  the  wrongdoer  goes  with.ont  say- 
ing. That  our  sins  will  find  us  out  is  a  maxim  as  true  as  it  is  old. 
That  Col.  Judson  is  not  so  strong  a  man,  that  Col.  Judson  is  not 
regarded  as  so  good  a  man,  that  he  does  not  stand  here  before  your 
body,  the  House,  the  Senate,  and  before  this  community,  as  he  stood 
three  months  ago,  I  dare  say  that  his  stoutest  champion  will  not  deny. 

So,  gentlemen,  I  have  spoken  fearlessly;  I  have  s|)oken  with  the 
greatest  possible  respect  for  this  committee.  I  recognize  your  power. 
I  know  it  will  be  exercised  in  consonance  with  the  facts  and  the  truth. 

I  feel  that  your  judgment  will  not  reflect  injustice,  but  will  do 
justice  without  fear  and  without  favor,  and  will  condemn  no  man 
who  ought  not  to  be  condemned — will  condemn  no  company  that 
ought  not  to  be  condemned.  I  feel  sure  you  are  not  going  to  reach 
the  conclusion  that  the  House  of  Representatives  has  the  power  and 
authority  to  investigate  into  the  private  affairs  of  everybody  and 
everj'thing  unrelated  to  the  Government  and  public  service.  I  feel 
sure  if  you  do  so,  if  you  do  feel  that  you  have  the  power  to  do  so, 
you  will  find  nothing  which  you  could  characterize  as  bad  faith  in 
the  conduct  of  these  insurance  companies ;  that  you  will  find  nothing 
in  which  the  polic}'  holders  are  interested  that  you  should  do  or  can 
do;  and  feeling  that  way  about  it,  gentlemen  of  the  committee,  I  say 
my  parting  word  when  I  thank  you  for  all  of  the  indulgence  you 
have  given  to  us  and  the  patience  you  have  shown  to  us,  and  for  this 
elaborate  hearing;  and  I  bespeak  for  these  insurance  companies  a 
report  from  you  that  will  do  that  which  is  right,  even  though  the 
heavens  fall. 

Tlie  contract  referred  to  is  in  the  words  and  figures  following, 
to  wit : 

This  agreement  m.Tcle  this  11th  day  of  July,  1012.  by  and  between  the  First 
National  Fire  Insurance  Co.  ol  the  Unitecl  States,  with  its  princiiial  place  of 
business  in  Washington.  I).  C.  party  of  the  first  liart,  and  Tuttle,  AVightraau  & 
Dudley  (Inc.).  a  corporation  organized  under  the  laws  of  and  doing  business 
in  the  District  of  Columbia,  party  of  the  second  part,  witnesseth. 

In  consideration  of  .?!  by  each  to  the  other  party  hereto  paid,  wliich  pay- 
ments are  hereby  aclinowledged.  and  of  other  good  and  valuable  considerations, 
it  is  mutually  understood  and  agreed  as  follows: 

The  party  of  the  second  part  hereby  agi'ees  to  serve  as  managing  under- 
writers of  the  First  National  .Fire  Insurance  Co.  when  and  as  soon  as  the 
same  shall  have  been  incorporated  and  shall  have  been  licensed  and  be  ready 
to  begin  to  write  insurance.  As  said  managing  underwriters  it  shall  be  the 
duty  of  the  party  of  the  second  part,  and  it  hereby  agrees  to  appoint  in  the 
States  and  Territories  other  than  the  District  of  Columbia  all  agents,  sub- 
agents,  general  agents,  brokers,  and  special  agents  necessary  to  furnish  the 
party  of  the  first  part  with  as  much  desirable  business  as  it  shall  from  time  to 
time  be  in  a  condition  to  write,  all  such  agents,  subagents,  general  agents, 
brokers,  special  agents,  etc.,  to  be  provided  and  paid  for  by  the  party  of  the 
second  part,  and  the  party  of  the  second  part  agrees  to  pay  all  other  exijenses 
of  secui'ing  said  business,  such  as  local  board  expenses,  clerk  hire,  and  shall 
provide  all  policies,  agents'  supplies,  stationery,  and  shall  pay  telephone,  tele- 
graph, postage,  expressage,  office  vent,  and  all  other  expenses  where  incurred 
by  and  for  the  underwriting  department  of  the  business  as  aforesaid,  except 
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the  expense  of  adjusting  losses  and  other  expenses  as  bei-einaftei-  provided, 
wliich  sliall  be  borne  by  the  party  of  the  first  part. 

The  party  of  the  second  part  also  agrees  that  it  will  accept  for  the  first  party 
only  such  risks  as  are  reasonable,  proper,  and  business  like  for  a  fire  insurance 
company,  and  that  it  will  fix  the  lines  and  amounts  of  insurance  to  be  ac- 
cepted, but  that  in  no  event  shall  the  party  of  the  first  part  be  subjected  to  a 
greater  loss  by  any  one  risk  than  the  limit  allowed  by  law,  and  to  this  end  the 
party  of  the  second  part  agrees  to  reinsure  in  companies  satisfactory  to  the 
party  of  the  first  part  the  whole  or  any  part  of  risks  assumed  as  may  to  the 
party  of  the  second  part  seem  desirable  and  for  the  best  interests  of  the  first 
party.  The  party  of  the  second  part  agrees  to  gi\e  notice  of  cancellation  or 
such  other  noice  as  may  be  necessary  for  the  fire  underwriting  and  for  the  fire 
agency  business  of  the  party  of  the  first  part,  and  appoint  and  remove  all 
subordinate,  local,  or  general  agents  as  herein  provided,  and  to  fix  their  rate  of 
compensation.  Party  of  the  second  part  agrees  to  give  its  personal  attention 
to  all  risks  offered  to  the  company  and  to  reject  such  as  in  its  judgment  should 
not  be  accepted.  Party  of  the  second  part  also  agrees  that,  in  connection  with 
the  officers  Of  the  company,  it  will  superintend  the  payment  of  all  losses  and 
lend  any  assistance  in  that  direction  that  may  be  required  by  the  company, 
as  well  as  to  assist  in  the  defense  of  any  and  all  processes  in  courts  of  law  or 
equity  caused  by  or  growing  out  of  the  said  Are  underwritng  business. 

The  party  of  the  second  part  further  agrees  that  it  will  fully  rejiort  to  the- 
flrst  party  all  business  transacted  by  it  on  or  about  30  days  from  the  close  of 
the  month  reported.  Said  report  shall  recite  the  :iniount  of  the  business  trans- 
acted during  the  previous  month  in  reasonable  detail  and  party  of  the  second 
part  shall  pay  to  said  company  the  net  premiums  as  shown  therein  105  days 
from  the  close  of  the  month  so  reported.  That  is  to  say,  the  premiums  written 
for  the  month  of  January  shall  be  paid  to  the  company  by  the  15th  of  May 
and  so  on  throughout  the  year,  except  that  September  balances  shall  be  paid 
OD  or  before  December  31  of  each  year,  but  the  party  of  the  second  part  shall 
be  entitled  to  deduct  its  compensation  as  set  forth  herein  from  the  amount  of 
said  remittance,  and  second  party  agrees  within  30  days  from  the  date  of  the- 
commencement  of  writing  fire  insurance  business  on  behalf  of  said  company 
to  fumish  to  said  first  party  a  bond  in  the  sum  of  ."flCOOO,  usual  in  form, 
conditioned  for  the  faithful  performance  of  the  duties  of  the  party  of  the 
second  part  and  the  expenses  of  such  bond  shall  be  borne  equally  by  the  party 
of  the  first  part  and  the  party  of  the  second  part.  If  in  the  judgment  of  the- 
party  of  the  first  part  bonds  for  additional  amounts  from  time  to  time  shall, 
be  desired  second  party  agrees  to  pay  one-half  premium  on  such  additional 
bonds  as  first  party  may  secure. 

It  is  further  agreed  that  if  the  party  of  the  second  part  shall  fail  to  pay 
over  and  account  to  the  party  of  the  first  part  for  moneys  due  it  in  accordance 
with  the  terms  of  this  contract  the  contract  may  be  terminated  and  the  party  of 
the  first  part  shall  have  the  right  to  inspect  and  check  over  the  books,  accounts, 
records,  policies,  and  other  matters  pertaining  to  the  business  of  the  party  of. 
the  second  part  having  any  relation  to  this  contract ;  provided  that  in  times 
of  panic  or  for  other  extraordinary  reasons,  payments  from  agents  can  not  be 
gotten  in  in  due  course,  party  of  the  second  part  shall  have  a  reasonable  ex- 
tension of  time  for  collection  and  payment  of  balances  due. 

The  party  of  the  first  part  agrees  that  in  consideration  of  the  premises  it 
will  give  to  the  party  of  the  second  part  the  exclusive  underwriting  of  the 
company's  business  outside  of  the  District  of  Columbia  and  for  its  services  oo 
that  behalf  will  pay  to  it  37i  per  cent  of  the  gross  premiums  written,  the  term 
"Gross  premium"  to  include  the  premium  in  full  less  return  premiums  and 
cancellations,  and  in  addition  thereto  a  10  per  cent  contingent  on  the  net 
profits  to  be  computed  and  determined  as  follows : 

From  the  net  premiums  received  and  accounted  for  each  12  months  there 
shall  be  deducted  40  per  cent  of  such  net  premiums  as  an  agreed  expense,  and 
all  losses  incurred;  provided,  however,  that  for  the  purpose  of  arriving  at  a 
preliminary  settlement  at  the  end  of  each  12  months,  the  unadjusted  losses  may 
be  estimated  by  the  parties  hereto  and  if  subsequently  settled  for  a  greater  or 
less  amount  than  estimated,  the  same  shall  be  corrected  by  a  supplementary 
settlement  of  the  succeeding  year.  All  losses  for  any  reason  omitted  in  any 
year  shall  be  accounted  for  in  the  statement  of  the  succeeding  year.  Said  set- 
tlement will  be  made  each  year  on  or  about  March  1,  and  will  be  computed  on 
a  basis  of  the  business  of  the  preceding  calendar  year  ending  on  the  last  day 
of  December,  just  preceding  each  settlement ;  but  the  first  yearly  settlement  shall 
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uot  lie  nuule  until  nt  Jeast  one  full  calendar  year  shall  have  elajised  after  tl 
company  has  commeurod  the  business  of  writing  insurance.  If  in  any  one  ye; 
the  losses  and  expenses  shall  exceed  the  net  premiums  written  the  amount  < 
such  excess  shall  be  charged  against  said  parties  of  the  second  part  in  tl 
calculation  of  their  10  per  cent  contingent  herein  provided  for  In  the  succeedir 
year. 

The  fiarty  of  the  first  part  agrees  that  it  will  maintain  suitable  offices  fi 
the  transaction  of  is  business,  and  that  all  taxes,  legal  and  insurance  depai 
ment  fees  needful  for  the  transaction  of  the  business  to  be  done  by  the  pan 
of  the  second  part  in  its  behalf  will  be  paid  by  it;  that  it  will  accept  all  risl 
provided  by  the  party  of  the  second  part  which  It  is  reasonable,  proper,  ai 
businesslike  for  a  fire  insurance  company  to  accept. 

The  party  of  the  first  part  also  agrees  that  it  will  write  as  much  of  tl 
business  procured  for  it  by  the  party  of  the  second  part  as  the  condition  of  i 
•capital  and  surplus  will  prudently  permit,  but  reserves  the  right  in  cai 
the  surplus  shall,  in  the  .iudgment  of  its  board  of  directors,  become  impair* 
to  a  point  which  threatens  an  impairment  of  capital,  to  reduce  its  liabiliti( 
by  cnnce'lation  or  otherwise,  or  by  limiting  the  amount  of  business  to  I 
writ' en  under  this  contract. 

The  jiarty  of  the  first  part  further  agrees  that  ns  soon  as  luacticable  ;ind  i 
soon  as  the  volume  of  business  promised  by  the  underwriters  shall  .lustify  i 
they  will  make  application  for  admission  to  the  various  States  and  Territorii 
in  which  its  stockholders  are  located. 

The  party  of  the  first  part  further  agrees  that  it  will  offer  this  contract  i 
the  First  National  Fire  Insurance  Co.  of  tlie  T'nited  States  as  soon  as  tt 
same  has  been  duly  incorporated,  with  the  recommendation  that  the  same  1 
adopted  by  said  company. 

It  is  further  agreed  by  all  parties  hereto  that  the  books  of  each  party  in  rel 
tion  to  all  matters  covered  by  this  contract,  and  any  other  books  whatsoev( 
pert.iining  to  the  subject  of  this  contract,  shall  be  subject  to  inspection  by  eithi 
party  at  all  reasonable  times. 

That  the  term  of  this  contract  shall  be  15  years,  unless  earlier  terminated  I 
mutual  agreement  or  by  a  gross  breach  thereof. 

That,  inasmuch  as  this  contract  contemplates  tliat  the  company  shall  hai 
the  benefit  of  the  personal  experience  and  skill  as  an  underwriter  of  Robert  1 
Tuttle.  pi'esident  of  the  second  party,  it  is  hereby  agreed  that  in  the  event  i 
his  death  or  disability  or  refusal  to  further  act  as  such  underwriter,  the  pari 
of  tbc  se<(ind  part  will  provide,  within  a  reasonable  time,  a  competent  unde 
writer  in  his  place  and  stead,  by  and  with  the  advice  and  consent  of  the  fin 
party :  otherwise  this  contract  shall  terminate  at  the  option  of  the  first  part; 

In  witness  whereof  first  party  has  caused  its  corporate  seal  to  be  herei 
afl5xed  and  these  presents  to  be  signed  by  its  president  and  attested  by  i 
assistant  secretary,  and  the  second  party  lias  caused  its  corporate  seal  to  I 
hereto  affixed  and  these  presents  to  be  signed  by  its  president  and  attested  t 
■its  secretary-treaurer,  all  on  the  day  and  year  first  above  written. 

[SFAL.l  FiE.ST  National  Fire  Insurance  Co.  of  the  United  States, 

By  Robert  J.  Wynne,  Presirlent. 
(G.  F.  C.) 

Attest : 

AY.  .7.  Davis,  Assistant  Secretary. 

ISE.\L.1  Tuttle,  Wiohtm.vn  &  Dudley  (Inc.), 

By  Robert  It.  Tuttle,  President. 
Attest : 

F.  S.  Dudley,  Secretary-Treasurer. 

The  brief  referred  to  is  as  follows : 

Supplkmemtary   Brief   for   First   National    Fire   Insurance   Co.   and   Coi 
MERCiAL  Fire  Insurance  Co. 

THE  SCOPE  OF  THE  INVESTIGATION. 

I.  The  poirers  of  Congress. 

Con^'ress  is  a  creature  of  the  Constitution  and  exists  solely  thereunder,  th 
instrument  providing,  by  Article  I,  section  1,  that  "All  legislative  powers  here 
granted  shall  be  vested  in  a  Congress  of  the  United  States,  which  shall  consi 
of  a  Senate  and  a  House  of  tJepresentatives." 
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Its  powers,  by  all  authorities,  are  limited  to  those  granted  by  the  Constitu- 
tion, either  expressly  or  by  fair  implication  from  expressed  grants,  it  being  one 
branch  of  a  Government  of  enumerated  powers 

Its  powers  as  enumerated  by  the  Constitution  are  18  in  number  •  and  so 
far  as  pertinent  to  the  present  inquiry,  include  the  following,  found  in  Article 

If  SGCllOli  o  ■ 

"To  exercise  exclusive  legislation,  in  all  cases  whatsoever,  over  such  district 
(uot  exceeding  10  miles  square)  as  may,  by  cession  of  particular  States  and 
tUe  acceptance  of  Congress,  become  the  seat  of  the  Oovernment  of  the  United 
States. 

******* 

"To  make  all  laws  which  shall  be  necessary  and  proper  for  carrying  into 
execution  the  foregoing  powers,  and  all  other  powers  vested  by  this  Constitu- 
tion in  the  Government  of  the  Tnited  States,  or  in  anv  department  or  otticer 
thereof." 

And,  in  Article  lY,  section  3 : 

"The  Congress  shall  have  power  to  dispose  of  and  malce  all  needful  rules 
and  regulations  respecting  the  territory  or  other  propertv  belonging  to  the 
United  States;     *     *     *."  i     i      .  »    s     u 

It  is  to  be  observed  that  the  powers  granted  to  Congress  as  above  set  forth 
are  to  exercise  legislation,  to  make  laws,  and  to  make  rules  and  regulations  • 
and  therein  are  to  be  found  the  entire  power  of  Congress  over  the  District  of 
Columbia  and  over  the  corporations  involved  in  this  investigation,  chartered  as 
they  are  under  the  laws  of  the  District  of  Columbia. 

In  contradistinction  to  the  legislative  power  thus  vested  in  Congress,  it  may 
further  be  observed  that,  by  Article  III.  section  1,  of  the  Constitution : 

"The  judicial  power  of  the  United  States  shall  be  vested  in  one  Supreme 
Court,  and  in  such  inferior  courts  as  the  Congress  may  from  time  to  time 
ordain  and  establish." 

And,  in  the  same  connection,  our  attention  is  directed  to  the  fifth  amendment 
of  the  Constitution,  according  to  the  provisions  of  which  no  person  shall  "  be 
deprived  of  life,  liberty,  or  property,  without  due  process  of  law,"  and  to  the 
fact  that  all  recognized  authorities  hold  that  proceedings  which  would  effect 
such  deprivations  are  judicial  in  their  nature  and  not  legislative.  (See  Hoke  r 
Henderson,  15  N.  C,  1.) 

II.  The  power  of  Congress  to  investigate. 

The  power  of  Congress  in  investigations,  being  merely  incidental  to  its  sub- 
stantive powers,  is  necessarily  bounded  by  and  confined  within  its  granted 
power  to  legislate,  as  hereinabove  specifically  set  forth.  Beyond  the  limits  of 
its  enumerated  powers,  the  legislative  acts  of  Congress  are  void ;  and  beyond 
the  same  limits  its  power  to  investigate  is  nil.  No  judicial  power  whatever 
has  been  granted  to  Congress,  and  any  inquisitorial  power  which  it  may  pos- 
sess must  be  exercised  within  the  scope  of  its  legislative  power.  Further- 
more, the  power  of  one  Efouse  of  Congress,  by  its  resolution,  would,  if  anything, 
be  less  than  the  power  of  the  whole  Congress  In  this  regard. 

Speaking  generally  on  the  power  of  legislative  assemblies  Mr.  Gushing,  in 
his  work  on  the  law  of  legislative  assemblies,  section  611,  states  that  their 
inquisitorial  power  is  limited : 

"10.  To  require  Information  touching  public  affairs  from  the  public  officers. 

"12.  To  investigate,  by  the  testimony  of  witnesse.s  or  otherwise,  any  subject  or 
matter  in  reference  to  which  It  has  power  to  act ;     *     *     *  " 

III.  Congress  has  no  power  to  legislate  in  the  matter  of  these  particular  com- 
panies, nor  in  any  way  to  punish  them;  and  it  follows  that  it  has  no 
power  to  prohe  into  their  private  affairs. 

From  the  very  nature  of  things,  as  well  as  in  the  light  of  its  enumerated 
powers,  It  Is  and  must  be  beyond  the  power  of  Congress  to  legislate  in  any  way 
suggested  or  touched  upon  in  the  present  Investigation,  unless,  perhaps,  the 
information  here  gained  might  be  used  In  framing  some  general  law.  Con- 
gress Is  empowered  to  "  exercise  legislation,"  make  "  laws "  and  "  rules  and 
regulations."  Exercising  legislation  is  making  laws,  and  making  laws  is 
making  rules  of  civil  conduct,  which,  as  Blackstone  tells  us,  should  be  "  pre- 
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scribed  "'  and  "  made  to  commence  in  future."    As  was  said  by  the  court  i 
People  r.  Otis  (90  N.  T.,  48)  : 

"  Surely  the  legislature  has  not  the  power  to  pass  a  statute  nfter  the  su 
posed  loss  of  a  bond  made  by  an  individual  determining  the  fact  of  such  loi 
and  compelling  the  obliger  to  give  a  new  bond  to  the  obligee.  Such  a  statu 
would  not  be  within  the  definition  of  a  law,  which  is  '  a  rule  of  civil  conduc 
but  ought  to  be  termed  an  act  of  despotic  power." 

Also  law  should  be  general  and  uniform,  and  enforceable  against  all,  n( 
can  it  be  expost  facto  nor  deprive  of  rights.  And  we  have  no  doubt  thi 
it  is  in  this  sense  that  the  Constitution  gave  Congress  the  power  to  make  lai 
So  that  it  is  difficult  to  understand  just  what  relevancy  the  private  affairs  i 
the  private  corporations  involved  in  this  Investigation  bear  or  can  have  to  tl 
rights  of  the  House  of  Representatives. 

Congress  can  not  bring  these  corporations  to  the  bar  of  the  House  (if  thei 
be  such  a  bar)  to  answer  for  their  misdeeds,  if  they  be  guilty  of  any,  nor  ca 
it  deprive  them  of  their  property  or  their  charters.  Such  matters  as  thei 
are  purely  judicial  in  their  nature.  The  Constitution  has  created  no  judicii 
function  in  Congress,  but  rather  has  limited  it  to  the  making  of  law  and  hi 
clothed  a  separate  department  of  the  Government  with  the  judicial  powe 
which  to  the  glory  and  safety  of  our  institutions  has  remained  separate  ar 
independent  of  the  two  remaining  departments.  And,  in  recognition  of  this  prt 
ciple,  Congress,  by  law  passed  through  both  Houses,  with  the  approval  of  tl 
President,  has  placed  in  the  courts  of  the  District  of  Columbia  the  jurlsdictic 
for  repealing  charters  of  local  corporations  and  for  bringing  them  to  answi 
generally  for  their  actions.     (See  D.  C.  Code,  sees.  786  and  791.) 

The  language  of  Mr.  Justice  Miller,  in  the  leading  case  of  Kilbourn 
Thompson  (103  U.  S.,  166),  becomes  very  pertinent  in  this  connection.  Hei 
Kilbourn  had  been  sent  to  prison  by  the  House  of  Representatives  for  refusii: 
to  answer  a  question  as  to  who  composed  the  so-called  real-estate  pool  of  Js 
Cooke  &  Co.,  and  the  opinion  grows  out  of  a  petition  for  habeas  corpus.  Di 
cussing  the  powers  of  the  House.  Justice  Miller  proceeds : 

■'  Such  as  are  not  conferred  by  tliat  instrument,  either  expressly  or  by  fa; 
implication  from  what  is  granted,  are  '  reserved  to  the  States,  respectively,  ( 
to  the  people.'  Of  coure.  neither  lii-aucii  of  Congress,  when  acting  seiiaratel 
can  lawfully  exercise  more  power  than  is  conferred  by  the  Constitution  on  tl 
whole  body,  except  in  the  few  instances  where  aiathority  is  conferred  on  eith< 
House  separately,  or  in  the  case  of  impeachments.  No  general  power  of  infllc 
ing  punishment  by  the  Congress  of  the  United  States  is  found  in  that  instr' 
ment.  It  contains  in  the  provisions  that  no  '  person  shall  be  deprived  of  lif 
liberty,  or  property  without  due  process  of  law,'  the  strongest  implicatlc 
against  punishment  by  order  of  the  legislative  body.  It  has  been  repeated] 
decided  by  this  court  and  by  others  of  the  highest  authority  that  this  means 
trial  in  which  the  rights  of  the  party  shall  be  decided  by  a  tribunal  appointe 
by  law,  which  tribunal  is  to  be  governed  by  rules  of  law  previously  establishei 
An  act  of  Congress  which  proposed  to  adjudge  a  man  guilty  of  a  crime  an 
inflict  punishment  would  be  conceded  by  all  thinking  men  to  be  unauthorized  V 
anything  in  the  Constitution  (p.  182). 

******* 

"  *  *  *  unless  his  testimony  is  required  in  a  matter  into  which  that  Houi 
has  jurisdiction  to  inquire,  and  we  feel  equally  sure  that  neither  of  these  bodii 
possesses  the  general  power  of  making  inquiry  into  the  private  affairs  of  tl 
citizen  (p.  190). 

"  It  is  also  essential  to  the  successful  working  of  this  system  that  the  persoi 
intrusted  with  power  in  any  one  of  these  branches  shall  not  be  permitted  to  e 
croach  upon  the  power  confided  to  the  others,  but  that  each  shall  by  the  law 
its  creation  be  iimiterl  to  the  exercise  of  the  powers  ajipropriate  to  its  own  d 
partment  and  no  other  fp.  191). 

*  *  *  W  *  *  V 

"  It  also  remains  true,  as  a  general  rule,  that  the  powers  confided  by  the  Co 
stitution  to  one  of  these  departments  can  not  be  exercised  by  another. 

"  If  the  investigation  which  the  committee  was  directed  to  make  was  judici 
in  its  character  and  could  only  be  properly  and  successfully  made  by  a  court 
justice,  and  if  it  related  to  a  matter  wherein  relief  or  redress  could  be  had  on 
by  a  judicial  proceeding,  we  do  not,  after  what  has  been  said,  deem  it  necessa 
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to  discuss  the  proposition  that  the  power  attempted  to  be  exercised  w;is  one 
confided  by  the  Constitution  to  the  judicial  and  not  to  the  legislative  depart- 
ment of  the  Government.  We  think  it  equally  clear  that  the  power  asserted  is 
judicial  and  not  legislative  (p.  193). 

"The  resolution  adopted  as  a  sequence  of  this  preamble  contains  no  hint  of 
any  intention  of  final  action  by  Congress  on  the  subject.  In  all  of  the  argu- 
ments of  the  case  no  suggestion  has  been  made  of  what  the  House  of  Repre- 
sentatives or  the  Congress  could  have  done  in  the  way  of  remedying  the  wrong 
or  securing  the  creditors  of  Jay  Cooke  &  Co.,  or  even  the  United  States.  Was 
it  to  be  simply  a  fruitless  investigation  into  the  personal  affairs  of  individuals? 
If  so,  the  House  of  Representatives  had  no  power  or  authority  in  the  matter 
more  than  any  equal  number  of  gentlemen  interested  for  the  government  of 
their  country.  By  '  fruitless '  we  mean  it  could  result  in  no  ^-alid  legislation 
on  the  subject  to  which  the  inquiry  referred 

"What  was  this  committee  charged  to  do? 

"  To  inquire  into  the  nature  and  history  of  the  real-estate  pool.  How  indefi- 
nite! What  was  the  real-estate  pool?  Is  it  charged  with  any  crime  or  offense? 
If  so,  the  courts  alone  can  punish  the  members  of  it.  Is  it  charged  with  a  fraud 
against  the  Government?  Here  again  the  courts,  and  they  alone,  can  afford  a 
remedy.  Was  it  a  corporation  whose  powers  Congress  could  repeal?  There  Is 
no  suggestion  of  the  kind  (pp.  194-195). 

*****  ife  * 

"We  are  of  opinion,  for  these  reasons,  that  the  resolution  of  the  House  of 
Representatives  authorizing  the  investigation  was  in  excess  of  the  power  con- 
ferred on  that  body  by  the  Constitution     *     *     *  "     (p.  196). 

On  the  other  hand,  In  re  Chapman  (166  U.  S.,  061),  a  case  also  arising  6n 
petition  for  habeas  corpus,  where  Chapman  was  imprisoned  for  declining  to 
answer  questions  as  to  whether  his  firm  of  brokers  had  sold  for  any  United 
States  Senator  sugar  stock  at  a  certain  time,  when  sugar  tariff  legislation  was 
pending  before  the  Senate,  and  the  conduct  of  Senators  was  the  subject  under 
investigation,  the  court  speaking  by  Mr.  Chief  Justice  Fuller,  held  that  the 
imprisonment  was  legal;  but  the  court  distinctly  said: 

"The  subject  matter  as  affecting  the  Senate  was  within  the  jurisdiction  of 
the  Senate.  The  questions  were  not  intrusions  into  the  affairs  of  citizens;  they 
did  not  seek  to  ascertain  any  facts  as  to  the  conduct,  method,  extent,  or  details 
of  the  business  of  the  firm  in  question,  but  only  whether  that  firm,  confessedly 
engaged  In  buying  and  selling  stocks,  and  the  particular  stock  named,  was 
employed  by  any  Senator  to  buy  or  sell  for  him  anj'  of  that  stock,  whose  market 
price  might  be  affected  by  the  Senate's  action"  (p.  669). 

The  case  of  Pacific  Railway  Commission  in  the  Circuit  Court  of  the  United 
States  for  the  Northern  District  of  California  (32  Fed.,  241)  is  also  instructive 
along  these  same  lines.  Here,  under  an  act  of  Congress  authorizing  an  investiga- 
tion of  "  the  books,  accounts,  and  methods  of  railroads  which  have  received  aid 
from  the  United  States,"  Mr.  Leland  Standford,  president  of  the  Central  Pacific 
Railroad  Co.,  was  Interrogated  as  to  the  details  of  certain  expenditures  made 
by  him  for  his  railroad,  and  upon  his  declining  to  answer,  the  court  was  asked 
for  an  order  requiring  him  to  answer  the  questions  propounded.  Circuit  Jus- 
tice Field,  then  an  Associate  Justice  of  the  United  States  Supreme  Court,  wrote 
the  opinion  of  the  circuit  court,  In  which  he  held  that  Mr.  Stanford  could  not 
be  required  to  answer.  He  quoted  extensively  from  Kilbourn  v.  Thompson, 
supra,  and  said : 

"  This  case  will  stand  for  all  time  as  a  bulwark  against  the  invasion  of  the 
right  of  the  citizen  to  protection  In  his  private  affairs  against  the  unlimited 
scrutiny  of  the  investigation  by  a  congressional  committee  Cp.  253)." 

And  Circuit  Judge  Sawyer,  concurring,  said: 

"A  bill  in  equity  that  seeks  a  discovery  upon  general,  loose,  and  vague  alle- 
gations, is  styled  a  '  fishing  bill.'  and  such  a  bill  would  be  at  once  dismissed  on 
that  ground."  (Story,  Bq.,~sec.  325,  and  cases  cited.)  A  general,  roving,  offen- 
sive, Inquisitorial,  compulsory  Investigation,  conducted  by  a  commission  with- 
out any  allegations,  upon  no  fixed  principles,  and  governed  by  no  rules  of  law 
or  of  evidence,  and  no  restrictions  except  its  own  will  or  caprice,  is  unknown 
to  our  Constitution  and  laws;  and  such  an  Inquisition  would  be  destructive  to 
the  rights  of  the  citizen  and  an  intolerable  tyranny.  Let  the  power  once  be 
established,  and  there  is  no  knowing  where  the  practice  under  it  would  end. 
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"  That  the  Central  Pacific  Uaih-oail  is  a  coiiioratiou  in  no  way  beholden  ti 
the  Tnlted  States  for  its  corimrate  faculties  anil  franchises  and  not  a  natura 
person,  can  not  affect  the  question.  It  is  but  an  agsregatioii  of  natural  per 
sons,  and  is  as  much  a  in-ivate  party  as  if  Its  constituents  wore  united  in  i 
mere  partnership  instead  of  a  corporation.  This  principle  was  maintained  ii 
the  Railroad  Tax  cases  ('.)  Sawy..  106),  and  recognized  by  the  Supreme  Court  a 
the  argument  of  the  same  cases  on  appeal." 

III.  The  policy  of  insurance  laas. 

Even  concediut;  to  Congress  full  power  in  the  premises,  it  is  not  to  be  sup 
posed  that  it  will  go  further  either  in  its  legislation  or  its  investigation  thai 
the  general  limits  found  in  its  own  insurance  laws  and  the  insurance  laws  of  th' 
various  States. 

An  examination  of  the  Federal  and  State  insurance  laws  will  disclose  tha 
their  policy  is  directed  to  the  protection  entirely  of  policyholders,  without  at 
tempting  to  go  into  the  relations  which  are  considered  pri\ate  as  between  thi 
companies  and  their  own  members  or  stockholders.  The  whole  intendment  o 
legislation  in  classifying  insurance  as  business  of  a  somewhat  public  nature 
warranting  close  supervision,  Is  to  protect  the  innocent  public,  the  policy-pur 
chasing  public,  as  against  the  insurance  companies  and  their  stockholders.  Xo 
where  is  any  hint  to  be  found  that  this  policy  extends,  or  is  likely  to  be  ex 
tended,  toward  the  protection  of  stockholders.  So  far  as  they  are  concerned 
the  business  and  the  company  are  strictly  private,  and  no  necessity  or  right  fo: 
governmental  regulation  exists.  As  between  a  company  and  its  stockholders 
the  courts  would  alway  be  open  to  redress  any  wrongs;  if  there  be  any  trus 
relationship  between  a  company  and  its  stockholders  and  any  allegation  of  dis 
regard  of  same  by  the  company  the  courts  of  equity  would  furnish  all  requirec 
correction:  and.  if  false  representatious  to  its  stockholders  in  the  Siile  of  stocl 
had  been  indulged  in  through  the  mails  by  a  company,  the  additional  power  o 
the  Post  Office  Department  could  at  any  time  be  called  into  play  by  the  ag 
grieved  party.  And  it  is  noticeable  that  through  all  the  weeks  of  the  well-ad 
vertised  hearings  of  this  committee  not  one  stockholder  has  appeared  to  testif; 
against  any  one  of  the  companies  under  investigation. 

The  policy  of  State  insurance  laws,  :!S  above  outlined,  is  instantly  found  b; 
examination  of  the  statutes  of  the  various  States;  and  the  policy  of  the  Federa 
Government  in  the  District  of  Columbia  is  shown  by  sections  645  to  657  of  thi 
District  of  Columbia  Code.  Public  policy  can  only  be  deduced  from  court  de 
cislons  (of  which  there  are  none  pertinent)  and  statutes;  and  it  is  snbmittec 
that  the  policy  found  in  these  statutes  is  in  effect  law,  itself,  and  should  havi 
its  force.  This  being  true  and  there  being  no  intimation  in  all  the  e\  idenci 
that  the  policyholders  of  the  First  National  and  Commercial  Cos.  are  uoi 
perfectly  secured,  with  not  only  sufficient  reinsurance  reserve  funds  and  capita 
intact,  more  than  required  by  section  648  of  the  District  of  Columbia  Code,  bu 
in  addition  a  generous  surplus,  it  is  respectfully  submitted  that  there  would  bi 
nothing  for  which  these  companies  would  be  obliged  to  answer  before  this  com 
mittee,  even  if  they  had  perpetrated  the  grossest  frauds  upon  theii-  stockholder? 

The  policy  of  the  governments  in  this  country.  State  and  Federal,  with  regan 
to  insurance  companies  is  closely  analogous  to  their  policy  regarding  banks 
and  far  from  the  Idea  of  particular  protection  being  required  for  the  stock 
holder,  usually  the  law  mulcts  him  for  the  benefit  of  depositors  whenever  neces 
sary.  In  this  connection  reference  may  be  made  to  Hinds'  Precedents  of  th 
House  of  Representatives,  volume  3,  page  86,  section  1731,  where  it  is  statei 
that: 

"In  authorizing  an  investigation  of  the  Bank  of  the  United  States  in  183 
a  distinction  was  drawn  between  the  public  relations  of  the  bank  to  the  Go\ 
ernment  and  its  dealings  with  private  individuals." 

And  see  the  views  of  Mr.  John  Quincy  Adams,  a  member  of  the  investigatin 
committee,  quoted  on  page  87  of  the  same  volume. 

The  companies  involved  in  this  investigation  have  appeared  before  this  con 
mittee  and  fully  and  frankly  disclosed  their  condition,  not  only  from  the  poir 
of  view  and  so  far  as  affecting  policy  holders,  but  also  as  fully  as  any  stockholde 
conld  demand  or  desire.  They  have  done  this  in  order  to  raise  themselve 
above  suspicion  and  notwithstanding  the  fact  that  they  consider  that  their  ri 
fusal  to  disclose  anything  beyond  their  relationship  to  the  insurance  departmer 
of  the  District  of  Columbia  would  have  been  strictly  within  their  rights. 
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IV.  The  interpretation  of  the  resolution  itself. 

By  House  resolution  756  the  subcommittee  is  "  autliorized  and  directed  to 
investigate  the  conduct,  management,  history,  records,  and  affairs  of  the  Com- 
mercial Fire  Insurance  Co.  of  Washington,  D.  C,  and  of  the  First  National  Fire 
Insurance  Co.  of  the  United  States,  Washington,  D.  C,  both  doing  business  in 
the  District  of  Columbia,  and  of  the  office  of  the  superintendent  of  insurance  of 
the  District  of  Columbia,  and  of  Tuttle,  Wlghtman  &  Dudley  (Inc.),  doing  busi- 
ness in  the  District  of  Columbia,  together  with  those  of  their  associates,  repre- 
sentatives, and  agents,  and  to  examine  the  books,  papers,  accounts,  and  affairs 
of  the  aforesaid  companies  and  of  the  superintendent  of  insurance  of  the  Dis- 
trict of  Columbia." 

It  is  to  be  presumed  that  the  resolution  was  lawfully  passed  and  is  in  accord- 
ance with  the  law,  in  the  light  of  which  it  must  be  read  for  its  validity  to  be 
sustained. 

According  to  the  law  as  hereinabove  reviewed,  it  is  submitted  that  this  com- 
mittee, the  House  of  Representatives,  and  the  whole  Congress  are  without  juris- 
diction to  investigate  generally  "  the  conduct,  management,  history,  records,  and 
affairs  "  of  tlie  companies  named.  Certainly  an  investigation  by  Congress  can 
not  be  turned  into  an  inquest  as  by  a  grand  jury,  or  used  in  lieu  of  such  an 
inquest. 

What,  then,  is  the  proper  scope  of  the  resolution  and  the  only  interpretation 
that  this  committee  can  give  it  without  relieving  it  of  all  efCectiveness?  It  is  to 
hold  that  the  resolution  authorizes  an  investigation  of  these  companies  so  far, 
and  so  far  only,  as  they  touch  and  concern  the  office  of  the  superintendent  of 
insurance  of  the  District  of  Columbia,  and  therein  to  ascertain  the  relationship 
of  the  companies  with  that  office  and  whether  there  has  been  any  collusion  or 
improper  understanding  between  them  and  the  superintendent  of  insurance. 
The  naming  of  the  companies  in  the  resolution  is  directly  in  connection  with  the 
office  of  the  superintendent  of  insurance ;  the  whole  inquiry  was  instigated  upon 
an  appraisement  of  the  superintendent  of  insurance;  and  we  have  no  doubt 
that  the  interpretation  here  suggested  properly  expresses  the  mind  of  the  House 
of  Representatives  in  passing  the  resolution. 

Having  found  that  there  was  no  improper  relationship  or  collusion  between 
the  companies  and  the  office  of  the  superintendent  of  insurance — and  upon  this 
point  the  record  is  perfectly  clear — the  committee  should  go  no  further  unless 
it  be  to  add  that  from  the  standpoint  of  policy  holders — the  only  standpoint 
from  which  it  had  any  possible  authority  to  inquire  into  the  affairs  of  the  com- 
panies— the  companies  with  their  unimpaired  capital  and  reinsurance  reserve 
and  ample  surplus  are  above  criticism. 

Respectfully  submitted.  Chaeles  F.  Caeusi, 

Chaeles  A.  Douglas, 
Thomas  Rttffin, 
Counsel  for  Insurance  Oom/panies. 


STATEMENT  OF  HON.  WILLIAM  C.  REDFIELD. 

Mr.  Redfield.  Mr.  Chairman,  I  have  not  until  this  morning  seen 
the  printed  brief,  forming  pamjjhlet  No.  27  of  these  hearings,  of 
counsel  for  the  insurance  companies. 

On  reading  it  this  morning,  I  find  in  the  second  paragraph  on 
page  1936  certain  statements,  made  over  the  signatures  of  Charles  F. 
Carusi,  Charles  A.  Douglas,  and  Thomas  Euffin,  which,  while  I  do 
not  doubt  those  gentlemen  thought  them  to  be  true  and  intended 
them  to  be  true,  are,  as  a  matter  of  fact,  false. 

I  call  the  attention  of  the  gentlemen  to  these  statements  and  shall 
state  the  facts  myself,  and  then  shall  ask  these  gentlemen  to  make  a 
public  correction  on  the  record  of  those  statements  and  to  express 
their  regret  in  that  statement  that  they  either  were  misled  or  through 
inadvertance  made  statements  whicli  were  not  correct. 
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The  first  statement  is  this : 

On  December  12.  Col.  Judson,  ilr.  Stellwageu,  ;uicl  Mr.  Redfleld  met  at  Mr. 
Redfleld's  apartnieuts. 

The  statement  is  entirely  untrue,  that  those  gentlemen  or  either 
of  them  came  on  that  daj-  to  my  apartments.  Mr.  Stellwagen  has 
never  entered  any  apartment  of  mine.  I  have  never  seen  him  except 
before  this  committee  and  in  the  office  of  the  Commissioners  of  the 
District  of  Columbia.  The  date  is  a  mistake.  No  interview  of  any 
nature  took  place  on  that  date ;  nor  has  there  ever  been  any  interview 
on  my  part  with  Col.  Judson  and  with  Mr.  Stellwagen  alone.  There 
was  an  interview  at  which  those  two  gentlemen  were  present,  and  at 
a  part  of  which  Mr.  Judson  C.  Welliver  was  also  present,  and  at  a 
part  of  which  Commissioner  Eudolph  was  also  present. 

I  ask  that  that  statement  be  publicly  corrected  by  the  gentlemen 
who  have  made  it. 

Secondly,  the  statement  appears: 

On  the  afternoon  of  December  13,  the  resolution — 

and  what  follows  is  in  italics — 

prepared  by  Col.  Judson  and  carried  to  the  Capitol  by  Congressman  Eedfield 
was  introduced,  etc. 

The  statement  is  absolutely  false.  I  brought  no  statement,  no  reso- 
lution from  Col.  Judson  to  the  Capitol.  I  never  heard  of  Col.  Jud- 
son having  prepared  a  resolution.  To  my  knowledge  he  did  prepare 
no  resolution. 

The  resolution  introduced  in  the  House  of  Representatives  was 
drawn  by  the  chairman  of  this  committee  and  by  myself  jointly,  with- 
out the  aid  or  assistance  of  any  other  person. 

In  the  same  paragraph  appears  this  statement : 

On  the  same  day  Col.  Judson  prepared  a  resolution  to  be  introduced  on  the 
floor  of  the  House. 

I  do  not  know  whether  he  did  or  did  not.  If  he  did,  I  never  heard 
of  it. 

On  the  previous  page,  1935,  are  these  words: 

On  December  11,  after  talking  the  matter  over  with  Mr.  Redfleld,  etc. 

I  do  not  know  to  what  that  refers,  but  if  it  is  meant  to  imply  that 
there  was  another  interview  between  Col.  Judson  and  myself,  at 
which  that  matter  was  discussed,  it  is  not  true. 

Specifically,  as  a  member  of  this  committee,  I  object  to  reflections 
being  made  in  the  shape  of  statements  which  are  not  correct,  to  the 
effect  that  I  brought  to  the  Capitol  a  resolution  prepared  by  Col. 
Judson.  I  did  not.  And,  specificallyj  that  an  interview  took  place 
with  any  parties  in  my  apartments,  such  as  Mr.  Stellwagen  and  Col. 
Judson,  I  say  it  never  took  place. 

I  demand  either  an  apology  or  a  public  correction  of  these  state- 
ments. 

Mr.  JoHXSOx.  It  may  be  well  enough  for  me  to  state  that  I  know 
absolutely  nothing  as  to  the  alleged  meeting  at  Mr.  Redfleld's  apart- 
ments; neither  do  I  know  anything  concerning  the  alleged  or  ad- 
mitted conferences  held  prior  to  the  introduction  of  the  resolution 
between  Mr.  Redfleld  and  Col.  Judson  or  anybody  else. 

The  extent  of  my  information  relative  to  the  three  subjects  just 
mentioned  is  this:   I  may  be  inaccurate  as  to  something  that  hap- 
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pened  relative  to  the  resolution,  admitting  the  frailty  of  human  mem- 
ory, but  I  think  I  am  exactly  correct  in  the  following  statement : 

Mr.  Redfield  came  into  my  private  office,  which  adjoins  the  room  in 
which  we  are  now  sitting,  bringing  a  large  manila  envelope  with 
some  papers  in  it,  accompanied  by  a  letter  signed  by  Gen.  Johnston 
as  acting  commissioner,  bringing  the  matters  to  my  official  attention. 

Mr.  Redfield  then  suggested  the  preparation  of  a  resolution  per- 
taining to  the  subject.  He  then  began  the  dictation  of  that  resolution 
to  Sam  Eskew,  who  is  the  assistant  clerk  of  this  committee.  As  he 
progressed  with  the  dictation  of  it  I  now  and  then  suggested  a  word 
or  two,  until  he  reached,  perhaps,  the  middle  of  the  resolution;  and 
from  there  on  the  resolution  is  in  substance — not  in  words,  but  in  sub- 
stance—a copy  of  a  resolution  which  was  then  lying  upon  my  table 
before  me,  that  resolution  having  been  sent  up  to  me  by  the  commis- 
sioners, Col.  Judson  having  spoken  to  me  about  it  before  it  was  sent. 
That  resolution,  which  I  just  stated  was  sent  up  to  me  by  the  com- 
missioners, was  relative  to  another  subject. 

So  the  resolution  was  not  prepared  out  of  this  office,  but  it  was, 
as  I  have  stated,  prepared  in  that  way,  the  first  part  of  it  in  the  main 
by  Mr.  Redfield,  tne  latter  part  of  it  or  the  last  half  of  it  being  a  copy, 
in  substance,  of  a  resolution  which  the  commissioners  had  sent  up  to 
me,  as  chairman  of  the  committee,  relative  to  another  subject. 

Mr.  Carusi.  I  should  like  to  say,  Mr.  Chairman,  that  this  brief  to 
which  Mr.  Redfield  has  referred  is  largely  the  work  of  Mr.  Ruffin,  but 
the  particular  paragraphs  to  which  exception  has  been  taken  are  a 
condensation  of  certain  paragraphs  in  the  motion  which  was  sub- 
mitted, which  smaller  brief  was  largely,  if  not  entirely,  of  my  dic- 
tation. I  have  been  looking  about  for  a  copy  of  it,  because  my 
recollection  is  that  at  the  conclusion  of  each  statement  of  fact  in  that 
smaller  brief  was  a  reference  to  the  page  of  the  testimony,  and  if  I 
can  locate  one  of  those  smaller  briefs  on  the  motion,  responsibility 
for  the  particular  statements  can  be  located.  It  has  not  been  printed 
as  yet,  I  believe. 

Mr.  Redfield.  To  what  brief  do  you  refer  ? 

Mr.  Carusi.  The  brief  containing  the  motion  and  the  grounds  in 
support  of  it. 

Mr.  Redfield.  The  one  that  was  sent  to  me  ? 

Mr.  Carusi.  Yes. 

Mr.  Berger.  I  can  procure  a  copy  from  my  office. 

Mr.  Carusi.  I  will  suspend  for  a  moment  until  that  copy  is  secured. 

Mr.  Rudolph.  Mr.  Chairman,  I  would  like  also  to  call  the  atten- 
tion of  counsel  for  the  insurance  companies  to  two  statements  on 
page  1934  of  their  brief,  in  the  second  paragraph,  as  follows: 

Shortly  thereafter  Mr.  Charles  J.  Bell  called  the  matter  to  the  attention  of  Mr. 
Edward  J.  Stellwagen,  and  Mr.  Stellwagen  called  it  to  the  attention  of  Mr.  Rudolph, 
who  declined  to  interfere. 

Mr.  Douglas,  will  you  refer  to  the  second  volume  of  the  testimony 
with  reference  to  that  matter  ? 

Mr.  Douglas.  Thank  you  for  calling  my  attention  to  it.  I  forgot 
to  mention  it.  I  intended  to  refer  to  that,  but  overlooked  it  in  my 
desire  not  to  elaborate  too  much. 

1  think  that  is  likely  to  be  misunderstood,  and  1  therefore  would 
like  to  make  the  pubhc  correction  and  say  that  this  is  apt  to  create 
the  wrong  impression,  because  1  think  Commissioner  Rudolph  did 
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make  even'  effort  to  interfere  and  sought  to  carry  out  a  different 
policy,  and"  I  so  stated  in  my  oral  argument  to  the  committee. 

Mr.  Rudolph.  I  would  like  to  have  you  call  attention  to  the  page  I 
marked  there  in  the  record,  in  volume  No.  2,  which  gives  my  testimony 
on  the  subject. 

Mr.  Douglas.  I  would  like,  ia  justice  to  Mr.  Rudolph,  to  call 
attention  to  his  own  testimony  in  volume  2,  page  244,  in  which  he 
said: 

"After  preliminary  remarks  referring  to  Mr.  SteUwagen  on  other 
matters  which  do  not  concern  us  at  the  present  time,  he  said,  referring 
to  Mr.  SteUwagen,  'Have  you  seen  the  statements  of  the  Commercial 
and  the  First  National  Fire  Insurance  Cos.  ?'  I  said,  'No.'  He  said, 
'Then  you  do  not  know  that  overnight  they  accumulated  additional 
assets  amounting  to  over  $200,000?'  I  said,  'No;  I  do  not.'  He 
said,  'Well,  do  you  know  how  they  did  it?'  I  said,  'No;  I  do  not 
know  how  they  did  it.  I  presume  they  probably  raised  on  the  books 
the  value  of  the  real  estate  they  recently  purchased.'  He  said, 
'  That  is  just  how  they  did  it.'  I  thanked  him  for  bringing  the  matter 
to  my  attention  and  told  him  that  just  as  soon  as  Mr.  Ingham,  who 
was  away  for  a  few  days,  would  return  to  town  I  would  immediately 
get  hold  of  him,  analyze  those  statements,  and  see  what  could  be 
done,"  etc.     Is  that  all  you  care  to  have  read? 

^Ir.  Rudolph.  That  is  all.  I  want  to  say,  if  I  may,  that  I  did  not 
await  Mr.  Ingham's  return  to  analyze  the  statements,  but,  not  being 
an  insurance  expert,  it  took  me  some  three  or  four  hours  to  find  out 
the  capital  of  neither  company  was  impaired,  and  consequently  that 
tlie  insurance  department  had  not  been  derelict  in  its  duty. 

Reading  further  from  page  1934,  the  brief  of  counsel  for  the  insur- 
ance companies: 

On  December  5  President  Wynne,  of  the  First  National  Fire  Insurance  Co.,  had  an 
interview  mth  the  chairman  of  the  District  ("ommiesioners,  Mr.  Rudolph,  at  which 
interview  Mr.  Rudolph  stated  that  certain  adjacent  property  owners  had  complained 
of  the  value  put  on  the  Southern  Building,  as  it  would  result  in  raising  the  taxes  of 
other  property  owners  in  the  financial  section. 

Mr.  Chairman  and  gentlemen  of  the  committee,  I  said  nothing  of 
the  kind,  and  had  not  any  such  idea,  and  I  do  not  think  any  testimony 
can  be  produced  to  show  I  did  say  anything  of  the  kind. 

Mr.  Douglas.  That  there  was  testimony  to  that  effect  in  the  record 
I  am  sure,  but  that  that  is  an  error  I  am  wUling  to  admit.  Attribut- 
ing it  to  a  conversation  between  Mr.  Rudolph  and  Mr.  Wynne  1 
think  is  an  error,  and  I  will  make  the  correction  for  the  record  accord- 
ingly. Mr.  Rudolph  called  it  to  my  attention,  but,  having  so  many 
things  in  my  mind,  I  forgot  to  state  it  to  the  committee  in  my  oral 
argument. 

Mr.  Redfield.  Mr.  Douglas,  you  heard  the  statements  made  by  the 
chairman  of  the  committee  and  myself,  and  I  ask  of  you,  in  view  of 
those  statements,  that  you  make  the  same  correction  in  the  record 
of  the  language  in  italics  on  page  1936. 

Mr.  Douglas.  I  intend  to  make  a  statement  about  it,  but  I  am 
awaiting  the  statement  of  Mr.  Carusi,  because  I  did  not  prepare  any 
portion  of  that  part  of  the  brief  at  all. 

I  am  wiUing  to  say  now  that  so  far  as  I  am  concerned,  I  am  sure 
the  italicized  part  is  a  mistake,  but  I  have  a  distinct  recollection  that 
I  myself  asked  Col.  Judson  if  he  prepared  that  resolution,  and  he  said 
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he  did  not.  I  am  sure  that  is  an  error,  and  I  will  state  now  that  I 
think  it  is  an  error. 

Mr.  Cabusi.  The  printed  brief  will  give  the  citations  to  whatever 
testimony  there  was. 

Mr.  Douglas.  I  have  no  recollection  of  any  testimony  to  the 
effect  that  you  brought  the  resolution  up  here,  Mr.  Redfield.  That 
statement  does  not  purport  to  be  a  narrative  of  the  thing,  and  was 
not  made  with  any  mtention  of  reflecting  on  you,  Mr.  Redfield. 

Mr.  Redfield.  Yes;  I  believe  that. 

Mr.  Cabtjsi.  That  statement  can  be  taken  up,  and  if  there  are  any 
parts  of  it  not  borne  out  by  testimony,  they  can  be  corrected. 

If  you  win  be  kind  enough,  Mr.  Redfield,  to  go  back  and  point 
out  the  various  statements  to  which  you  excepted 

Mr.  Redfield.  The  first  one  is  the  statement  that  an  interview 
between  Col.  Judson,  Mr.  Stellwagen,  and  myself  took  place  at  my 
apartments. 

Mr.  Cakusi.  Mr.  Redfield,  the  statement  is  made  that  on  the  9th 
of  December  "Col.  Judson  had  an  interview  with  Mr.  Redfield  in 
the  latter's  apartments,  in  The  Highlands,"  and  that  on  December 
10  Mr.  Judson  and  Mr.  Redfield  again  met  and  discussed  the  situa- 
tion, and  that  Mr.  Stellwagen  was  invited  to  be  present.  The  cita- 
tion is  record,  page  321. 

Mr.  Redfield.  What  does  the  record  show? 

Mr.  Caeusi.  I  will  see  what  the  record  says. 

There  are  two  satements,  the  first  of  which  lias  to  do  with  the 
interview  at  The  Highlands,  and  the  second  does  not  place  the  inter- 
view, but  states  that  on  December  10  Mr.  Judson  and  Mr.  Redfield 
again  met  to  discuss  the  situation,  and  that  Mr.  Stellwagen  was 
invited  to  be  present. 

At  page  321  Mr.  Stellwagen  said,  in  reply  to  a  question:  "I  never 
(lid.  I  thmk  the  only  time  I  saw  that  was  one  time  when  I  met  Mr. 
Redfield  in  the  office  of  Col.  Judson." 

Mr.  Douglas.  That  is  the  only  reference  to  it  that  I  know  of. 

Mr.  Caktisi.  Is  that  the  only  reference  ? 

Mr.  Douglas.  That  is  the  only  reference  to  that  particular  one 
that  I  know  of. 

Mr.  Carusi.  If  that  be  the  only  reference  in  the  testimony,  it 
should  be  corrected  in  the  brief.  I  think  there  is  something  in  Col. 
Judson's  testimony,  however. 

I  would  like  to' ask  you,  Mr.  Redfield,  have  you  yourself  verified 
these  citations  ? 

Mr.  Redfield.  No;  I  have  not.  I  am  perfectly  willing  to  tell  you 
you  will  find  the  whole  facts  told  in  my  own  statement  in  the  case, 
the  date  of  which  I  do  not  now  recall.  I  am  perfectly  wiUing  to  have 
the  fact  made  plain. 

Mr.  Caeusi.  I  think  I  can  find  that. 

Mr.  Redfield.  Mr.  Stellwagen  is  not  a  man  I  know  at  all.  He 
never  came  near  me. 

Mr.  Caeusi.  I  do  not  seem  to  be  able  to  j)ut  my  hand  u])on  these 
citations.  I  wish  to  say  to  Mr.  Redfield  that  I  will  exanune  those 
statements.  Those  that  were  made  upon  the  responsibility  of  some 
witness  will  of  course  have  to  be  answered  for  by  that  witness  if  they 
are  incorrect.  If  there  is  nothing  in  the  record  to  support  them,  Mr. 
Redfield  is  entitled  to  the  apology  that  he  asks,  and  the  correction. 
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and  I  will  be  voiv  hajijiy  indeed  to  give  it.  1  shall,  howe^•('r,  rcquii<' 
a  little  time  to  see  just  wliat  the  foundation  was  in  the  retord  for  Iho 
statements. 

After  informal  discussion  wath  reference  to  request  of  the  com- 
mittee for  list  of  stockhoklei-s,  with  their  addresses: 

Mr.  Caiu'-si.  Xv.  Chairman  and  gentlemen,  I  suppose  1  violate  no 
confidence  m  ai)proaching  this  subject  from  the  statement  tiiat  was 
made  to  the  counsel  of  the  reasons  for  wishing  the  adih'esses  of  the 
stockholders  of  the  companies. 

Mr.  PEorTV.  Perha]  s  that  would  not  be  quite  fair  unless  it  is  of 
importance  to  make  it  a  matter  of  record. 

Mr.  Carusi.  Then  I  will  not  do  so. 

I  will  state  for  the  record  that  in  obedience  to  the  call  from  the 
committee  for  a  list  of  the  stockholders  and  the  stock  holdings  of 
each,  such  lists  were  prepared  and  were  produced  and  were  handed 
to  the  chairman  of  the  committee  for  the  committee's  use.  The 
present  motion  is  for  further  lists,  which  shall  include  the  addresses 
of  each  of  the  stockholders,  and  for  the  announced  purpose  of  pub- 
lishing the  stockholders'  lists,  with  their  addresses,  m  the  record  of 
the  proceedings  of  this  committee,  which  record  is  a  public  document. 

Gentlemen  of  the  committee,  there  are  two  reasons  why  I  think 
the  motion  should  not  be  granted  by  the  committee.  One  is  of  a 
practical  nature  which  may  or  may  not  impress  you  gentlemen  with 
its  importance.  The  other  is  a  legal  reason.  I  will  address  myself 
verv  briefly  to  the  practical  reason,  and  I  can  make  my  position, 
perhaps,  a  little  more  clear  by  reciting  very  briefly  a  previous  expe- 
rience of  this  character. 

When  the  Protective  Corporation  had  filed  its  petition  for  disso- 
lution in  the  Supreme  Court  of  the  State  of  New  York,  it  became 
necessary  to  file,  among  the  schedules  required  by  the  statute,  the 
names  and  addresses  of  all  the  stockholders.  One  of  the  problems 
confronting  counsel  charged  with  the  dissolution  of  that  company 
was  the  distribution  in  kind  of  the  stock  of  the  Commercial  P"'ire 
Insurance  Co.  held  by  the  Protective  Corporation.  ^ 

In  view  of  the  hostility  which  had  been  shown  to  the  company  by 
the  insurance  department  of  the  State  of  New  York,  counsel  appre- 
hended that  some  interference  in  this  dissolution  proceeding  might 
occur  on  the  part  of  the  insurance  department  of  New  York,  and 
counsel  therefore  sought  the  attorney  general  of  the  State  of  New 
York,  and  made  clear  this  danger,  which  was  at  once  seen  by  that 
law  officer,  that  if  the  New  York  State  department  did  actively  in- 
terfere in  this  proceeding,  which  could  only  be  carried  to  a  successful 
termination  by.  a  practically  unanimous  consent  of  the  stockholders, 
for  the  reason  that  the  State  had  no  right  to  order  a  distribution 
in  kind,  the  statutory  mode  of  settlement  being  the  conversion 
of  all  of  the  assets  of  such  a  corporation  into  money  and  liqui- 
dation on  a  money  basis — bearing  that  in  mind,  I  say,  if  the 
insurance  department  had  interposed,  out  of  the  purest  motives, 
if  you  please,  to  interfere  with  these  plans,  this  is  wnat  would  have 
actually  resulted:  The  liquidating  director  would  have  been  required 
to  throw  upon  the  market  some  22,000  shares  of  stock  of  a  District 
of  Columbia  fire  insurance  company.     Who  was  to  buy,  and  at  what 
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price  ?  Those  on  the  inside,  if  you  please,  those  of  us  who  were  inter- 
ested in  the  Commercial  Fire  Insurance  Co.,  knew  exactly  what  that 
stock  was  worth,  exactly  what  its  book  value  was,  exactly  what  the 
company  could  liquidate  for,  and  nobody  else  did  know  or  could  have 
known,  and  we  therefore  could  have  purchased  at  a  public  auction 
that  large  block  of  stock  at  our  own  figure. 

It  was  for  fear,  not  that  we  would  in  that  way  make  many  thousand 
dollars  at  the  expense  of  these  Protective  holders,  but  that  somebody 
e!se  might  attempt  to  do  it  or  force  us  to  bid  up  against  them  for  the 
protection  of  those  stockholders,  to  a  point  perhaps  where  our  own 
individual  financial  resources  would  not  justify  us  in  going,  that 
made  it  of  the  first  importance  that  there  should  be  no  well-meant 
interference  on  the  part  of  the  insurance  department  with  the  plan 
for  the  distribution  of  the  stock  in  kind.  That  is  what  did  occur. 
The  stock,  which  had  been  bought  without  any  commission  or  any 
profit  to  anybody,  was  distributed  to  the  stockholders  pro  rata, 
according  to  their  holdmgs  in  the  Protective  Corporation. 

Almost  immediately  after  the  filing  of  that  schedule  containing  the 
names  of  the  stockholders  we  began  to  get,  at  the  office  of  the  Com- 
mercial Fire  Insurance  Co.,  copies  of  circular  letters  sent  out  by  people 
who  had  had  access  to  this  list  on  file  in  the  clerk's  office.  Those  letters 
were  letters  that  had  been  sent  to  stockholders,  and  they  sent  them  in 
to  the  coinpany  with  request  for  information,  or,  "Wnat  does  this 
mean?"  Or,  "What  is  the  matter  1  Do  you  advise  me  to  sell  my 
stock  at  this  price?"  The  price  offered  was  invariably  far  below  the 
market  value  of  the  stock  and  far  below  its  book  value,  and  the  in- 
ducements to  these  people  to  sell  were  invariably  misstatements 
tending  to  "bear"  the  value  of  their  stock. 

One  gentleman  played  the  game,  or  attempted  to  play  it,  in  an  ex- 
ceedingly clever  maimer.  At  that  time  the  stock  of  the  Commercial 
Fire  Insurance  Co.  was  listed  on  the  local  stock  exchange.  He  wouM 
buy  a  httle  of  the  stock — not  much,  to  be  sure ;  he  never  got  much, 
because  the  stockholders  would  not  sell;  but  he  would  get  a  little 
here,  there,  and  the  other  place,  from  some  one  who  was  needy  or 
easily  frightened  out,  at  a  price  half  its  real  value,  and  then  would 
attempt  to  unload  it  here  in  Washington  upon  those  who  were 
friendly  to  the  company  and  sought  to  maintain  its  stock  at  a  proper 
value  upon  the  market.  We  had  to  stop  that.  We  had  to  with- 
draw the  stock  from  the  local  exchange,  because  it  was  an  endless 
chain.  This  man  could  go  on  getting  it  from  these  people  in- 
definitely as  long  as  he  could  get  a  market  for  it,  but  when  he  found 
that  he  had  no  longer  a  market  he  sent  a  telegram,  which  I  appended 
to  the  list  which  I  farnished'to  this  committee.  There  was  a  letter 
from  a  man  named  Emmons,  and  also  a  telegram  from  a  man  by  the 
same  name. 

Mr.  Johnson.  Have  those  gone  into  the  record  ? 

Mr.  Caeusi.  Neither  of  them  have  gone  into  the  record,  but  that 
telegram  will  be  found  somewhere  among  the  papers  of  the  com- 
mittee. 

Mr.  Johnson.  Yes;  I  have  one  of  those  letters  sent  to  me  from  a 
private  source. 

Mr.  Carusi.  The  telegram  in  effect  stated  that  inasmuch  as  the 
stock  had  been  withdrawn  from  the  stock  exchange,  it'  would  be 
advertised  for  sale  in  all  the  local  newspapers  of  Washington  unless 


2106  INVESTIGATIONS     Of    nSSUKAJNL'ii    CUMl'AJNlJiS. 

it  was  taken  off  the  hands  of  the  writer  at  a  price  which  he  fixed 
which  was  about  twice  what  he  paid  for  it  to  the  individual  stock 
holder.  That  telegram  was  taken  hj  me  to  the  different  newspapers 
of  the  city,  and  they  very  considerately  declined  to  publish  a  black 
mailing  advertisement.  They  took  the  gentleman's  name  and  pui 
a  watcli  on  the  advertising  columns  of  the  paper. 

If  this  list  is  published  in  the  record — and  iir.  Redfield,  who  mad( 
the  motion,  made  it  for  a  good  purpose,  thinking  it  would  be  of  somt 
advantage  to  the  stockholders  to  have  access  at  once  to  the  names 
and  addresses  of  their  co-stockholders,  and  it  would  be  of  some  ad- 
vantage to  them;  I  do  not  question  that  for  a  moment.  I  do  think 
however,  that  we  must  consider  a  little  the  disadvantages  and  how 
the  advantages  weigh  against  the  disadvantages. 

The  publication  of  that  list  will  not  be  confined  to  stockholders 
but  a  vast  horde  of  people  who  may  properly  be  described  as 
vultures  in  the  financial  world  will  get  copies  of  tliat  list.  The3' 
will  begin  then  a  campaign  by  mail  or  by  personal  solicitation  and 
misrepresentation  to  mduce  these  stockholders  to  part  with  theii 
holdings. 

Mr.  Jonxst)\.  The  letters  I  referred  to  a  moment  ago  show  the}; 
have  already  commenced  that. 

Mr.  Caru.si.  Yes;  the}-  have  already  commenced  it.  The  letters 
you  refer  to,  Mr.  Chairman,  show  the  means  they  are  using. 

Mere  are  2,000  pages  of  testimony.  If  tlie  Government  will  print 
enough  volumes  of  this  testimony,  I  shall  make  the  motion  myself 
in  the  director's  meetings  of  those  companies  that  every  stockholder 
shall  have  a  copy  of  them.  But  any  ill-disposed  person  can  pick 
out  100  fragments  of  testimony  in  these  2,000  pages  and  use  them 
to  extract  the  stock  from  large  numbers  of  these  stockholders.  The 
fact  they  receive  a  warning  from  the  company  of  attempts  of  that 
kind  may  mitigate  to  some  extent  against  the  success  of  those 
efforts. 

Assume,  however,  that  there  is  an  advantage  to  the  stockholder  in 
having  this  list,  so  that  the  man  who  lives  in  Maine  can  write  to  the  man 
who  lives  in  New  York,  and  say,  "Let  us  get  together."  "Let  us  get 
together  for  what  purpose  '."  "Let  us  get  together  to  oust  the  man- 
agement of  this  company."  The  man  in  Maine  naturally  says,  "This 
management  is  the  management  on  the  strength  of  whose  standing  I 
put  my  money  into  this  corporation.  I  know  who  this  board  of 
directors  are,  and  I  had  confidence  in  them  when  I  invested,  and  as 
Ion?  as  I  get  results  that  are  satisfactory  to  me  from  this  company, 
I  will  probably  send  my  proxies  to  the  officers  of  the  company.  As 
soon  as  I  begin  to  get  dissatisfied,  I  will  not  do  so,  and  I  will  write  the 
company  and  ask  for  a  list  of  the  stockholders." 

Xo  doubt  the  company  will  furnish  to  any  stockholder,  under 
proper  safeguards — to  safeguard  the  interests  of  the  company  and  the 
other  stockholders — such  a  list  for  the  purpose  of  communicating  with 
them.  But  that  is  a  very  different  proposition  from  the  publishing 
of  this  list  in  an  official  document. 

I  might  talk  longer,  but  I  will  not,  upon  that  point.  Vv'hat  I  say  is 
rather  suggestive  than  intended  to  exhaust  all  the  possibilities,  and 
if  you  gentlemen  do  not  receive  the  suggestion  I  do  not  know  that  a 
more  extended  argument  would  be  of  any  value. 
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My  second  proposition  is  on  the  legal  point.  I  will  address  myself 
to  the  le:?al  point  briefly,  for  the  reason  that  the  general  constitu- 
tional principle  has  been  gone  into  here  very  fully. 

My  owp.  view  as  a  lawyer  is  that  if  you  gentlemen,  under  the  form 
of  a  motion  or  under  the  form  of  subpoenaing  a  witness,  and  with  the 
implied  threat  or  the  real  threat  that  if  this  witness  does  not  furnish 
jou  this  Ust  for  this  purpose,  he  shall  be  subjected  to  the  fines  and 
the  penalties  provided  for  in  the  Revised  Statutes,  that  amounts,  in 
plain  English  and  without  any  quibble  or  circumlocution,  to  this: 

The  act  that  you  then  do  is  that  you,  as  a  committee  of  the  House 
of  Representatives,  undertake  to  amend  the  law  upon  this  subject, 
which  Congress  has  passed.  You  undertake  to  amend  it  in  such  wise 
that  instead  of  the  amendment  applying  to  all  corporations  of  the 
same  class,  it  applies  only  to  these  two  particular  corporations,  and 
you  change  the  penalties  provided  for  in  the  general  act  for  a  failure 
"to  keep  a  stock  book,  into  a  new  and  different  penalty  of  a  fine  of 
$1,000  and  imprisonment  for  one  year  upon  some  person  chosen  by 
the  committee  or  elected  by  himself,  if  you  please,  to  submit  in  his 
own  proper  person,  to  suffer  the  fines  and  penalties  that  you  impose 
in  this  indirect  way  by  an  amendment  to  the  general  law,  which  you 
yourselves  undertake  to  make,  and  which  amendment  is  of  the  char- 
acter that  if  the  House  of  Representatives  and  Senate  made  it  and  the 
President  signed  the  bill,  it  would  be  wholly  unconstitutional  as  being 
class  legislation.  If  the  two  branches  of  Congress  and  the  President 
wished  to  amend  this  general  law  here  by  providing  that  all  fire 
insurance  companies  in  the  District  of  Colum,bia  shall  publish  the 
names  and  addresses  of  their  stockholders,  that  may  or  may  not  be 
constitutional.  I  have  some  mental  reservation  about  that.  But 
if  the  House  and  Senate,  together  with  the  President  of  the  United 
States,  attempted  to  amend  this  law  by  requiring  that  the  First 
National  Fire  Insurance  Co.  and  the  Commercial  Fire  Insurance  Co. 
shaU  pubUsh  their  stockholders  and  their  addresses,  that  law  would 
be  held  imconstitutional  in  every  court  from  that  of  first  instance  to 
the  Supreme  Court  of  the  United  States,  and  there  can  not  be  any 
question  about  that. 

You,  gentlemen,  are  seeking  to  do  by  this  motion  something  by 
indirection  which  amounts  absolutely  to  nothing  but  what  I  have 
here  stated.  I  wiU  not  say  it  is  conceded,  but  I  will  say  it  is  obvious, 
that  the  list  of  stockholders,  with  their  addresses,  is  wanted  for  no 
purpose  connected  with  the  investigation  of  any  fact  whatever. 
Not  merely  is  it  not  relevant,  but  it  is  not  wanted  for  that  purpose. 
It  is  wanted  for  a  different  and  distinct  purpose  which  does  not  come 
withm  the  scope  of  this  resolution,  even  viewed  from  the  broadest 
possible  construction. 

So  that  I  feel  justified  in  saying  that  you  are  not  investigating  when 
you  ask  that  that  go  into  the  record.  You  are  legislating  agamst  two 
fire  insurance  companies,  imposing  a  criminal  penalty  upon  their 
refusal  to  be  singled  out. 

Mr.  Redpield.  May  I  ask  one  question  ? 

Mr.  Carusi.  Yes,  sir. 

Mr.  Redfield.  Does  the  Commercial  Fii-e  Insurance  Co.  or  the 
First  National  Fire  Insurance  Co.,  or  both  of  them,  cause  a  book  to 
be  kept  by  the  treasurer  or  secretary  thereof,  containing  the  names 
of  all  persons,  alphabetically  arranged,  who  are  or  shall  within  six . 
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years  have  been  stockholders  of  such  company,  showing  their  place 
of  residence,  the  number  of  shares  of  stock  held  by  them,  respectively, 
the  time  when  they  became  owners  of  such  shares,  and  the  amount 
of  stock  actually  paid  in  ( 

Air.  Carusi.  I  will  have  to  answer  you  accordmg  to  the  best  of  my 
knowledge,  because  I  have  not  seen  such  a  book.  My  belief  is  that 
such  a  separate  book  does  not  exist,  tlie  reason  being  that  the  stock- 
holders change  very  rapidly  ui  a  company  that  is  bemg  organized, 
and  of  course  an  alphabetical  list  would  have  to  be  'changed  from 
hour  to  hour. 

Mr.  Redfield.  Is  the  list  kept  m  the  form  of  a  card  list  ? 

Mr.  Carusi.  Yes:  there  is  a  card  list  upon  which,  as  I  understand 
it,  the  name  of  every  stockholder  is  placed,  and  m  addition  to  that — 
of  this  I  have  personal  knowledge — there  is  a  bound  book  in  the 
nature  of  an  individual  ledger  book,  such  as  banks  keep,  with  every 
stockholder  and  officer.  Those  are  not  arranged  alphabetically  as 
yet,  for  the  reason  I  ha^-e  indicated,  but  the  name  of  every  stockholder 
will  be  found  upon  that  book,  together  with  the  amount  and  date  of 
his  payments. 

Mr.  Prouty.  And  address  ? 

Mr.  Carusi.  I  do  not  think  his  address  is  in  that  book.  I  think 
tJiat  is  on  the  card  mdex.  Sucli  a  book,  of  course,  as  soon  as  the 
compan}'  is  organized  and  the  stock  list  remains  fairly  stationary, 
should  be  prepared. 

Mr.  Redfield.  Is  that  book  or  card  list,  or  either  or  both,  during 
the  usual  business  hours  of  the  day,  on  every  busmess  day,  open  for 
the  inspection  of  stockholders  and  creditors  of  the  company  and  their 
personal  re])resentatives  at  the  office  or  principal  place  of  business 
of  such  company  in  the  District  of  Columbia,  so  that  any  stockholder, 
creditor,  or  representative  can  make  extracts  from  such  book? 

Mr.  Carusi.  As  I  have  stated,  of  course  if  the  book  arranged 
alphabetically  has  not  been  made  up,  then  such  book  can  not  be 
said  to  be  there  open  for  inspection,  but  the  data  is  there  from  which 
a  stockholder  may,  with  the  same  convenience  that  he  could  from  a 
book,  see  who  the  stockholders  are  and  make  extracts,  if  you  please. 

Mr.  Johnson.  In  other  words,  you  have  a  complete  record  of  it  ? 

Mr.  Carusi.  In  other  words,  if  we  are  asked  to  furnish  you  a  list 
of  the  addresses  we  have  the  material  there  from  which  to  do  it  or 
we  could  not  do  it,  and  the  same  material  we  have  any  stockholder 
could  have.  He  would  have  no  more  difficulty  and  no  more  obstacle 
there  in  the  way  of  finding  out  whether  a  particular  person  was  a 
stockholder  or  who  all  the  stockholders  were  than  if  tliey  were  all 
transcribed  in  a  book  alphabetically  arranged. 

ilr.  3'edfield.  Lo  you  recognize  the  right  of  any  stockholder  tt) 
come  in  there  and,  showing  that  he  is  a  stoclholder,  to  make  such 
extracts  from  that  card  list  as  he  may  see  fit  ? 

J  iv.  Carusi.  Yes,  generally;  I  may  say,  in  the  first  place,  that  is  the 
law.  There  is  a  qualification  in  the  law,  not  written  in,  but  enforced 
by  the  courts,  and  that  is  that  if  a  person,  for  instance,  should  acquire 
five  shares  of  stoc^:  and  he  should  acquire  it  for  the  sole  purpose  of 
exercising  his  right  to  make  a  list  of  the  stockholders,  to  be  furnished 
to  some  other  company  or  to  he  used  in  some  manner  that  is  detri- 
mental to  the  interests  of  the  comany,  and  if  the  board  of  directors 
should  deny  him  individually  the  right  to  make  that  list,  he  has  his 
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remedy  by  a  writ  of  mandamus,  and  there,  if  he  does  not  succeed  in 
establishing  his  good  faith  to  the  satisfaction  of  the  court,  the  writ 
will  not  issue.  That  is  a  very  proper  qualification,  because  the  stock- 
holders have  a  right  at  common  law  not  only  to  a  list  of  the  stock- 
holders, but  they  have  a  right  to  come  and  look  at  the  books.  I'hey 
have  a  right  to  see  who  your  policy  holders  are.  That  is,  it  is  con- 
ceivable that  a  stockholder  might  have  that  right  and  he  might  say, 
for  instance,  "I  believe  that  you  have  written  policies  on  the  houses 
of  25  men  of  bad  fire  repute  in  my  town,  and  if  you  have,  I  am  dis- 
satisfied with"  the  way  you  have  managed  the  company,  and  I  want  to 
see  whether  you  have  or  not,  and  I  want  to  see  those  policies."  He  has 
a  right  to  that  information.  But  if  his  purpose  is  to  get  a  list  of  all 
our  policy  holdero  for  the  purpose  of  giving  it  to  another  fire  insu^i'tice 
company  he  is  in,  the  courts  have  repeatedly  held  they  woukl  not 
aid  in  a  purpose  of  that  kind.  There  is  no  doubt  that  any  stock- 
holder who,  for  his  own  protection,  wants  a  list  of  the  stockholders 
of  either  of  these  companies,  can  get  it  just  as  quick  as  the  sfcock- 
hoklers  in  the  Riggs  Bank  or  any  other  institution  in  the  city  can 
nave  it. 

Mr.  Kedfield.  Your  companies  would  put  no  obstacles  in  his  way  ? 

Mr.  Cardsi.  Our  companies  would  put  no  obstacles  in  his  way,  and 
we  would  have  the  information  in  more  convenient  form  as  soon  as 
it  is  possible  to  have  it  in  the  precise  statutory  form.  At  the  present 
time  it  is  not.  When  I  say  at  the  present  time  I  do  not  mean  to-day, 
but  at  the  time  this  investigation  began,  because  the  stockholders  are 
changing  daily,  and  it  is  impossible  to  keep  an  alphabetical  list  of 
them  in  any  one  book.  It  would  have  required  the  services  of  a  num- 
ber of  clerks,  and  would  have  been  utterly  impossible. 

Mr.  RedpieCd.  But  you  have  a  card  index  list? 

Mr.  Cakusi.  Yes;  a  card  index  list,  arranged  alphabetically. 

Mr.  Johnson.  I  think  it  will  be  well  enough  to  put  the  letter  and 
telegram  in  the  record  relative  to  the  people  who  are  trying  to  beat 
down  the  price  of  this  stock. 

Mr.  Redfield.  I  suggest,  Mr.  Chairman,  that  we  can  decide  that 
question  when  we  meet  again. 

Mr.  J611NSON.  Very  well. 

Mr.  Redpield.  I  move,  Mr.  Chairman,  that  we  adjourn  at  this 
time  to  meet  at  8  o'clock  to-morrow  evening. 

The  motion  was  put  and  carried. 

Thereupon  at  12.45  o'clock  p.  m.,  the  committee  adjourned  to  meet 
at  8  o'clock  p.  m.  to-morrow,  Wednesday,  February  12,  1913. 


2110  investigatioi 

Subcommittee  of  the 
Committee  on  the  District  of  Columbia, 

House  of  Representatives, 
Washington,  D.  C,  Feh-uary  12.  19LJ. 
The  subcommittee  irct  at  8.30  o'clock  p.  m.,  Hon.  Ben  JoJmsoii 
(chairman)  presitling. 
Mr.  Johnson.  Mr.  Easby-Smith,  tlu>  conunittoc  will  hear  yon. 

ARGUMENT  OF  MR.  JAMES  S.  EASBY-SMITH. 

Mr.  Easby-Smith.  Mr.  (Uiairman  and  gontlemen  of  the  committic, 
I  found  niyself  in  tlic  beginning  of  this  case  and  I  now  find  myself  in 
a  very  difficult  position.  I  have  tried  cases  in  all  courts  from  the 
justice  of  the  peace  to  the  Supreme  Court  of  the  United  States.  I 
Uave  tried  court-martial  cases,  both  naval  and  military.  I  have  a[)- 
peared  as  attorney  for  congressional  investigating  committees,  but  1 
have  never  yet  had  to  undertake  the  defense  or  prosecution  of  a  case 
in  which  there  was  not  a  clear  and  well-defined  issue  for  me  either  (o 
defend  or  to  establish. 

At  the  inception  of  tliis  ease  most  of  the  memlx'rs  of  the  committee 
knew  the  situation  and  the  circumstances.  A  resolution  had  been 
introduced  into  Congress  to  investigate  the  department  of  insurance 
and  certain  insurance  companies,  and,  coincidently  with  that,  the 
newspapers  were  blazoned  witJi  statements  that  a  gigantic  insurance 
scandal  was  pending  which  involved  the  superintendent  of  insurance 
of  the  District  of  Columbia.  The  very  morning  after  the  resolution 
was  introduced  into  Congress,  not  only  the  local  newspapers,  but 
newspapers  published  elsewhere,  and  having  a  large  circulation  in  the 
District  of  Columbia,  were  blazoned  with  the  fact  that  the  superin- 
tendent of  insurance  had  been  removed,  or  was  about  to  be  removed, 
for  misconduct  in  ofHce.  I  have  before  mo  a  copy  of  the  Baltimore 
Sun  dated  December  14  in  which,  on  the  first  page,  is  an  article  under 
this  headline  "Ingham  is  removed — Impending  insurance  scandal  in 
AVashington  causes  dismissal." 

The  day  after  the  resolution  was  passed,  Mr.  Ingham  received  a 
letter  from  the  chairman  of  this  committee  informing  him  not  only 
that  his  presence  was  requested,  but  that  he  could  be  represented  by 
counsel  at  the  hearings. 

Of  coui-se,  Mr.  Ingham  knew,  as  this  committee  knows,  that  a  per- 
sistent effort  had  been  made  by  the  Engineer  Commissioner  of  the 
District  of  Columbia  to  remove  him  from  office.  This  committee 
knows,  from  the  testimony  in  this  case,  that  that  effort  began  on  the 
5th  day  of  December,  and  that  it  has  been  persisted  in  until  the  present 
time;  that  Col.  Judson  introduced  resolution  after  resolution  before 
the  board  of  commissioners,  one  of  them  as  late  as  December  13, 
the  very  day  when  these  articles  were  given  to  the  newspapers  that 
Mr.  Ingham  had  been  removed;  that  Col.  Judson  repeated  it  and 
pressed  its  passage  as  late  as  the  19th  of  December;  and' that  at  the 
present  time  it  is  now  pending,  with  Col.  Judson's  vote  for  it,  with 
Commissioner  Rudolph's  vote  against  it,  and  with  Gen.  Johnston's 
vote  stiU  pending,  he  being  undecided  whether  he  shall  vote  for  it 
or  against  it. 
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Now,  gentlemen  of  the  committee,  that  was  the  situation  when  Mr. 
Ingham  received  this  notification  from  the  chairman  of  this  committee 
to  appear  here  and  be  represented  by  counsel. 

A  great  many  statements  have  been  made  throughout  the  course 
of  this  investigation  concerning  the  lawyers  for  the  defense  in  this 
case.  Many  statements  were  made  as  if  those  lawyers  were  inter- 
lopers here. 

So  far  as  my  cUent  is  concerned,  I  stand  here,  first,  under  the  con- 
stitutional right  of  my  cHent  to  be  confronted  with  the  witnesses 
agaiQst  him,  and  to  have  the  benefit  of  the  advice  of  counsel;  and  I 
come  here,  not  only  with  that  right,  but  at  the  request  of  this  com- 
imttee,  through  its  chairman. 

Now,  gentlemen,  not  knowing  what  the  charges  might  be  against 
my  chent,  the  first  thing  that  I  did  when  I  appeared  before  this  com- 
mittee was  to  make  this  statement : 

Mr.  Chairman,  I  appear  for  Mr.  Ingham,  superintendent  of  insurance. of  the  Dis- 
trict of  Cohmibia.  I  desire  to  inquire  for  my  client  whether  or  not  any  charges,  either 
of  incompetency  or  misconduct,  have  been  made  against  Mr.  Ingham,  either  in  writing 
or  verbally,  to  this  committee,  -or  any  member  of  this  committee,  by  the  commission- 
ere,  or  by  any  one  of  the  commissioners,  in  order  that  we  may  know  what  we  have  to 
meet  here. 

I  submit,  gentlemen,  that  I  was  entitled,  and  my  client  was  en- 
titled, to  know  it. 

The  response  which  I  received,  and  which  I  do  not  criticize,  was 
made  by  the  chairman,  and  as  follows: 

As  I  just  said,  Mr.  Easby-Smith,  the  committee  have  deemed  it  best  that  Mr. 
Ingham  be  heard,  if  not  last,  at  least  toward  the  latter  part  of  the  investigation,  after 
whatever  may  develop  against  him  has  been  brought  out. 

As  to  what  charges  have  been  preferred  against  him,  either  in  writing  or  orally 
by  any  of  the  commissioners,  does  not  occur  to  me  to  be  of  so  much  importance  as 
what  the  proof  will  be,  and  I  think  it  Mr.  Ingham  is  given  the  opportunity  to  answer 
the  proof  that  is  made  that  may  affect  him,  that  would  be  ample  for  him. 

I  am  sure  the  committee  will  not  be  biased  or  prejudiced  by  any  representations, 
whether  in  writing  or  verbally. 

That,  gentlemen,  placed  upon  me  the  necessity  of  appearing  here 
daily,  throughout  the  long  and  tedious  course  of  this  mvestigation, 
in  order  that  I  might  observe  what  if  any  charges,  insinuations, 
allegations,  or  proof  plight  be  directed  against  my  client  or  any  of 
his  actions.  Not  only  that,  but  I  have  been  put  to  the  necessity, 
in  order  to  defend  his  good  name,  of  going  through  this  2,000-page 
record  as  with  a  fine-tooth  comb,  in  order  that  I  might  pick  out  and 
find  from  it  every  possible  statement  that  might  in  any  manner 
reflect  upon  him,  in  order  that  I  might,  if  necessary,  meet  it  when 
the  time  came,  and  in  order  that  I  might,  if  necessary,  call  your 
attention  to  the  evidence  in  the  case  in  disproof  of  any  such  alle- 
gations. 

So,  gentlemen,  I  shall  endeavor  to  state  first  briefly  what  I  con- 
ceive to  be  those  things  which  have  appeared  in  this  record  which 
may  need  any  answer,  and  I  now  ask  the  committee,  at  any  time 
during  the  course  of  my  argument,  to  call  my  attention  to  any  mat- 
ters which  may  be  in  their  minds  which  in  the  opinion  of  any  member 
of  this  committee  may  need  any  explanation,  or  as  to  which  any 
member  of  the  committee  may  desire  reference  to  the  testimony. 

Gentlemen,  I  shall  no.t  attempt  to  characterize  the  conduct  of  Col. 
Judson  in  this  case.     The  course  of  dishonor  which  he  has  pursued 
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in  this  case  is  irrevocably  and  imperishably  bound  up  in  these  printed 
pages,  which  speak  silently  but  more  eloquently  than  any  numan 
tongue  may  speak  of  that  dishonor.  It  is  useless  to  apply  epithets 
to  a  man  who  has  dealt  doubly  with  every  man  with  whom  he  came 
in  contact,  who  has  viciously  misled  a  member  of  this  committee — 
perhaps  more  than  one,  but  certainly  one,  and  I  refer  to  Mr.  Red- 
field — who  has  over  and  over  again  in  the  same  breath  called  a  man 
his  friend  and  has  traduced  him — a  man  in  authority  in  pubHc  life 
who  has  attempted,  under  the  shadow  of  suspicion  and  false  charges, 
to  remove  from  office  an  honest  and  faithful  pubhc  servant,  denying 
him  the  right  to  be  heard  in  his  own  defense.  I  say  to  you,  gentle- 
men, that  it  is  useless  to  apply  epithets  to  a  man  of  that  character; 
a  man  who  has  not  only  contradicted  himself  repeatedly  and  repeat- 
edlj,  but  who  has  been  repeatedly  contradicted  by  every  reputable 
witness  who  has  appeared  before  you  in  this  case. 

I  regret  extremely  that  two  members  of  the  committee  now  sitting, 
Judge  Prouty  and  Mr.  Berger,  were  not  present  during  the  early  days 
of  this  hearing  so  that  they  might  have  observed  the  demeanor  of 
the  witness  who  is  the  chief  accuser  of  my  chent,  and  so  that  thej 
might  have  observed  the  comers  into  which  he  was  driven  by  the 
examination  and  cross-examination  of  the  chairman  of  this  com- 
mittee. The  reading  of  that  testimony  wiU  not  give  either  Judge 
Prouty  or  Mr.  Berger  a  full  and  fair  knowledge  of  the  attitude  of  that 
mtness. 

Able  and  resourceful  as  Col.  Judson  is,  used  as  he  is  to  enforcing  the 
tyrannical  and  despotic  rules  which,  by  his  military  training,  have 
come  to  be  part  of  his  life,  I  doubt  not  that  Col.  Judson  would  have 
hesitated  long  in  entering  upon  his  course  of  action  in  this  case  had 
he  reahzed  that  the  searchlight  of  truth  would  be  turned  upon  his  ac- 
cusations and  that  the  X  ray  of  cross-examination  would  penetrate 
the  innermost  and  darkest  recesses  of  his  insinuating  and  suspicious 
soul. 

So  far  as  his  conduct  is  concerned,  gentlemen  of  this  committee,  I 
can  do  nothing  better  than  quote  the  words  of  the  distinguished  wit- 
ness who  appeared  before  you,  Senator  Gallinger,  when  he  recited 
what  Col.  Judson  had  done  in  this  case  and  concluded  by  saying', 
"It  was  a  wicked  thing." 

Before  taking  up  in  detail,  gentlemen — and  I  do  not  intend  to 
take  it  up  with  any  great  detail — the  testimony  in  this  case,  I  think 
it  proper  to  call  your  attention  very  briefly  to  the  laws  in  force  hx 
the  District  of  Columbia,  creating  and  regulating  the  insurance  de- 
partment, and  defining  and  limiting  the  duties  of  the  superintendent 
of  insurance. 

The  laws  creating  the  office  are  found  in  subchapter  5  of  chapter 
18  of  our  District  Code,  being  sections  645  to  657,  inclusive.  I  shall 
not  read  all  of  these  sections  but  shall  only  refer  to  them  briefly. 

Section  645  creates  the  department  of  insurance. 

Section  646  defines  the  duties  of  the  superintendent,  and  says  that 
it  shall  be  his  duty  to  see  that  all  laws  of  the  United  States  relating 
to  insurance  or  insurance  companies,  benefit  orders,  and  associations 
doing  business  in  the  District  are  faithfully  executed ;  to  keep  on  file 
in  his  office  copies  of  the  charters,  declarations  of  organization,  or 
articles  of  incorporation  of  every  insurance  company. 
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At  the  end  of  section  646  it  is  provided : 

Said  superintendent  shall  have  power  to  make  such  rules  and  regulations,  subject 
to  the  general  supervision  of  the  commissioners,  not  inconsistent  with  law,  as  to  make 
the  conduct  of  each  company  in  the  same  line  of  insurance  conform  in  doing  business 
in  the  District. 

Section  647  provides  that  the  superintendent  shall  furnish  to  all 
of  these  companies  at  the  end  of  the  year  blanks  upon  which  they 
shall  make  their  annual  statements. 

Section  648  provides  that  no  fire  insurance  company,  except  mutual 
fire  insurance  companies  organized  in  the  District  of  Columbia  under 
special  act  of  Congress  or  the  general  laws  of  said  District,  shall  be 
permitted  to  do  business  unless  they  have  capital  stock  fully  paid  in 
of  a  hundred  thousand  dollars;  and  whenever  any  such  company  or 
association  shall  become  insolvent  or  impaired  to  the  extent  of  25 
per  cent  of  its  capital  stock  it  shall  be  the  duty  of  the  superintendent 
of  insurance  to  suspend  its  license,  and  unless  such  impairment  or 
insolvency  shall  be  made  good  within  60  days  thereafter  it  shall  be 
the  duty  of.  the  superintendent  of  insurance  to  revoke  its  license  to 
do  business  in  the  District. 

Section  648,  at  the  end,  provides — 

That  the  superintendent  of  insurance  shall  have  power  to  make  an  official  examina- 
tion into  the  affairs  of  any  insurance  company  or  association  organized  under  the  laws 
of  the  District  of  Columbia,  or  having  its  principal  office  therein,  at  his  discretion,  for 
the  purpose  of  ascertaining  whether  such  company  is  impaired  or  insolvent,  as 
aforesaid. 

Section  651  provides  that  he  shall  make  an  annual  report  to  the 
commissioners  on  or  before  the  31st  of  March. 
Section  652  provides  that — 

It  shall  be  the  duty  of  the  said  superintendent  of  insurance  to  ascertain  whether 
the  capital  required  by  law  or  the  charter  of  each  insurance  company  or  association 
organized  under  the  laws  of  the  District  of  Columbia  has  been  actually  paid  up  in 
cA  and  is  held  by  its  board  of  directors  subject  to  their  control,  according  to  the 
provisions  of  their  charter  or  has  been  invested  in  property  worth  not  less  than  the 
rail  amount  of  the  capital  stock  required  by  its  charter. 

Section  653  as  amended  relates  purely  to  what  are  known  as 
industrial  companies,  and,  as  it  now  stands,  is  a  law  which  took 
the  place  of  the  preexisting  law,  that  was  inadequate — totally 
inadequate — to  meet  any  of  the  requirements  of  the  situation,  and 
which  was  drafted  or  approved  by  the  superintendent  of  insurance, 
and  is  one  of  the  monuments  to  his  short  term  of  oflice  as  superin- 
tendent of  iasurance  of  the  District  of  Columbia. 

Now,  gentlemen,  I  have  called  your  attention  to  every  essential 
duty  or  power  imposed  upon  the  superintendent  of  insurance  by 
these  laws.  The  only  other  section  that  I  need  to  call  to  your  atten- 
tion is  section  622  of  another  subchapter  of  the  chapter  on  corpo- 
rations, which  provides  that — 

If  the  trustees  of  any  company  shall  declare  and  pay  any  dividend,  the  payment 
of  which  would  render  it  insolvent,  or  which  would  diminish  the  amount  of  its  capital 
stock,  they  shall  be  jointly  and  severally  liable  for  all  the  debts  of  the  company 
then  existing  and  for  all  that  shall  be  thereafter  contracted  while  they  shall  respect- 
ively remain  in  office. 

Beyond  that,  gentlemen,  the  superintendent  of  insurance  of  the 
District  of  Columbia  has- no  jurisdiction,  he  has  no  power,  he  has 
no  duty. 
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There  are,  as  it  clearly  appears  in  the  evidence,  a  number  of  bills 
now  pending  in  Congress  to  increase  the  powers  and  duties  of  the 
superintendent  of  insurance,  which  have  been  prepared  by  him, 
with  the  assistance  of  the  corporation  counsel,  and  the  passage  of 
which  has  been  urged  bv  him,  some  of  which  would  meet  some 
acknowledged  existing  fevUs  in  the  District  of  Columbia. 

ilr.  Prouty.  Under  what  proAdsion  of  the  law  do  you  claim  that 
Mr.  Ingham  had  the  right  to  appraise  this  property  ? 

]Mr.  Easby-Smith.  The  section  to  which  I  called  your  attention. 

Section  648  provides  that  none  of  these  companies  shall  do  busi- 
ness unless  they  have  a  paid-up  capital,  and  whenever  any  company 
or  association  not  excepted  shall  become  insolvent  or  impaired,  it 
shall  be  the  duty  of  'the  superintendent  to  suspend  its  license.  At 
the  end  of  that  section  the  power  is  given  to  him  to  examine  into  the 
affairs  of  any  company  at  any  time  to  ascertain  whether  it  is  impaired 
or  insolvent. 

Mr.  PpouTY.  That  is  rather  an  implied  authority  than  any  ex- 
pressed authority? 

Mr.  Easby-Smith.  Yes.  It  is  necessarily  implied.  I  will  read 
the  language  of  the  other  section  more  fully. 

Section  652: 

It  shall  be  the  duty  of  the  said  superintendent  of  insurance  to  ascertain  whether 
the  capital  required  by  law  or  the  charter  of  each  insurance  company  or  association 
organized  under  the  laws  of  the  District  of  Columbia  has  been  actually  paid  up  in 
cash  and  is  held  by  its  board  of  directors  subject  to  their  control,  according  to  the 
provisions  of  their  charter,  or  has  been  invested  in  property  worth  not  less  than  the 
full  amount  of  the  capital  stock  required  by  its  charter. 

In  order  to  carry  that  provision  into  effect  it  is  absolutely 
necessary  for  the  Superintendent  of  Insurance  to  ascertain  in  some 
manner  the  value  of  the  property  in  which  the  funds  are  invested. 
As  I  understand,  and  as  the  record  shows  in  this  case,  where  monej' 
is  mvested  in  stocks  or  bonds  the  examiner  or  statistician  or  the 
superintendent  himself  makes  inquiries  of  stock  brokers  as  to  the 
then  market  value  of  those  stocks  and  bonds,  and  he  takes  that  as  the 
real  value.     In  the  case  of  real  estate,  he  necessarily  has  it  appraised. 

There  has  been  some  reference  made  and  several  references  made 
to  an  examination  conducted  under  the  direction  of  Gen.  Johnston 
two  or  three  years  ago,  about  the  time  Mr.  Drake  died,  which  investi- 
^gation  showed  clearly  that  from  the  beginning  of  the  department  of 
insurance  some  10  years  ago  the  superintendent  in  all  cases  where 
insurance  companies  owned  real  estate  had  appointed  appraisers  to 
appraise  the  real  estate  in  order  that  the  department  might  ascertain 
whether  or  not  the  money  was  properly  invested  and  the  company 
held  its  capital  stock  either  in  actual  cash  or  in  property  of  sufficient 
value. 

I  think  it  proper,  if  the  committee  please,  before  taking  up  and 
discussing  the  situation  which  developed  from  and  after  December  5, 
that  I  call  the  attention  of  the  committee  to  the  situation  as  it  existed 
on  the  2d  day  of  December,  1912.  On  that  date  the  Commissioners 
of  the  District  of  Columbia  wrote  and  signed,  all  of  them,  a  report 
to  Congress  upon  the  condition  of  all  matters  in  the  District  of 
Columbia  coming  under  their  jurisdiction. 

At  page  14  of  that  report,  which  has  been  transmitted  to  Congress 
and  to  which  reference  has  been  made  in  the  testimony  in  this  case, 
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Mr.  Eudolph,  Gen.  Johnston,  and  Col.  Judson  signed  a  report  on 
December  2,  1912,  in  which  they  had  to  say  the  following  of  the 
office  of  the  superintendent  of  insurance : 

The  work  of  the  department  of  insurance  i?  processing  satisfactorily,  and  all  local 
insurance  companies  and  associations  reporting  to  it  have  been  examined. 

It  goes  on  to  state,  in  detail,  what  has  been  done;  refers  to  the 
fact  that  several  bills  have  been  passed  which  have  aided  the  situa- 
tion, and  then  says: 

At  the  close  of  the  calendar  year  ended  December  31,  1911,  246  insurance  com- 
panies and  associations  and  fraternal  beneficial  associations  were  licensed  to  transact 
business  in  the  District.  Licenses  to  transact  business  here  were  also  issued  to  228 
principal  agents,  32  brokers,  and  1,404  solicitors. 

The  total  collections  of  the  department  during  1911 — 

That  is,  the  fiscal  year  ended  June  .30,  1912 — 

on  account  of  taxes  and  license  fees  amounted  to  $88,302.48,  of  which  $70,587.66 
represents  the  tax  on  the  premium  receipts  of  the  companies  and  associations.  The 
total  expenditures  for  the  department  during  the  year  on  account  of  salaries  and 
contingent  expenses  amounted  to  $10,619.42. 

So  that  that  department  last  year  earned  a  net  amount  of  about 
178,000  for  the  District  of  Columbia  and  for  the  Treasury  of,  the 
United  States  at  a  total  expenditure  for  all  salaries  and  contingent 
expenses  of  110,619. 

So  much  then,  gentlemen,  for  what  the  Commissioners  of  the  Dis- 
trict of  Columbia,  including  Col.  ttudson,  had  to  say  of  Mr.  Ingham's 
conduct  of  his  office,  on  the  2d  day  of  December,  1912. 

On  the  3d  day  of  December,  1912,  Mr.  Judson's  high-minded  and 
public-spirited  citizen  called  upon  him,  and  on  the  4th  day  of  Decem- 
ber Col.  Judson  began  his  effort  to  remove  from  office  Mr.  Ingham. 
I  think  it  quite  apparent  to  the  members  of  this  committee  that  the 
removal  of  Mr.  Ingham  was  a  mere  incident  in  the  accomplishment 
of  the  final  purpose  which  Col.  ,]udson  had.  He  apparently  had  no 
desire  to  be  informed  as  to  the  affairs  of  the  superintendent  of  insur- 
ance; he  has  testified  that  he  knew  nothing  about  the  insurance 
department;  it  did  not  come  under  him;  it  was  under  the  super- 
vision of  Commissioner  Rudolph.  He  has  admitted  that  he  did  not 
ask  any  explanation  from  Mr.  Ingham  of  any  of  the  things  upon  the 
basis  of  which  he  was  attempting  to  remove  him  from  office  and  urg- 
ing Mr.  Rudolph  and  Gen.  Johnston  to  vote  for  it. 

Now,  upon  what  basis  did  he  attempt  the  removal,  and  what  are 
the  things  which  it  has  been  necessary  for  the  superintendent  of 
insurance  to  meet  here  ? 

I  shall  endeavor,  gentlemen,  to  outline  them  very  briefly,  and  then 
take  them  up,  and  I  again  ask  the  committee  if  there  is  any  point  on 
which  they  desire  enlightenment,  to  interrupt  me  at  any  time. 

Mr.  Prouty.  I  may  say,  Mr.  Easby-Smith,  so  far  as  I  am  per- 
sonally concerned — I  am  not  speaking  for  the  committee — I  have 
had  no  trouble  about  Mr.  Ingham  except  his  own  testimony.  There 
are  some  things  in  it  which  I  should  like  to  hear  you  discuss. 

Mr:  Easby-Smith.  What  features  of  it,  please  ? 

Mr.  Protjty.  Well,  to  be  frank  with  you,  the  fact  that  he  presented 
a  claim  to  this  company  for  work  that  he  had  done  without  their 
solicitation  and  without  any  authority  of  law — presented  it.  and  col- 
lected money  from  them,  say,  13  days  after  it  was  done.  Those  are 
the  things  that  annoy  me  a  little  bit. 
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Mr.  Easby-Smith.  Well,  I  shall  take  that  up,  Mr.  Prouty.  I  am 
prepared  to  do  so. 

Mr.  Peouty.  That  is  the  only  point,  so  far  as  I  am  concerned,  tliat 
impresses  me. 

Mr.  Easby-Smith.  Yes;  I  was  going  to  state  that  it  occurs  to  me 
from  Mr.  Judson's  charges,  or  insinuations — because  he  finally  said  he 
had  no  charge^s  to  make — that  there  are  several  matters.  Fii'st,  hU 
original  charge,  so  far  as  he  has  been  willing  t(.i  make  any  charges,  that 
there  has  been  some  collusion  between  the  superintendent  of  insurance 
of  the  District  of  Columbia  and  these  companies;  that  that  coUusion 
was  indicated  in  the  matter  of  the  appraisement  of  the  real  estate,  in 
the  manner  of  the  appointment  of  the  appraisers,  in  the  personnel  of 
the  board  of  appraisers,  in  the  time  that  tne  appraisement  was  made, 
and,  finally,  in  the  merit  of  the  appraisement  itself.  Secondly,  he 
criticized  and  pointed  out  as  significant  the  time  of  the  examination 
of  these  companies  as  of  October  31,  and  the  character  of  the  reports, 
his  testimony,  unexplained,  seeming  to  indicate  that  the  reports  were 
different  from  what  the  reports  ought  to  have  been  or  what  similar 
reports  are  or  had  been  in  the  past.  Then  he  rather  iasinuated  that 
there  was  something  significant  in  the  fact  that  Mi.  Ingham,  as  he 
expressed  it,  was  endeavoring  to  aid  these  companies  to  secure  admis- 
sion into  the  State  of  New  \ork,  and  that  coincidently  with  that  he 
had  refused  the  New  York  department  the  right  to  examine  them; 
and  during  the  course  of  the  evidence  some  reference  has  been  made 
to  somethmg  that  Mr.  Ingham  is  supposed  to  have  done  in  aid  of  the 
companies  at  Milwaukee,  and  later  an  insinuation  that  he  made  his 
trip  to  Alabama  for  the  purpose  of  aiding  the  companies  to  secure 
admission  into  the  State  or  Alabama.  Another  veiy  significant  charge 
by  Col.  Judson  was  that  Mr.  Ingham  had  attended  a  dinner  given  by 
these  companies  within  the  last  month  or  two;  and  then  I  had  noted 
here  to  discuss  the  method  of  examinations,  the  fact  that  the  ex- 
penses of  out-of-town  examinations  have  to  be  borne  by  the  companies 
who  are  subject  to  examination  or  investigation,  and  in  that  connec- 
tion I  desire  here  briefly  to  call  the  attention  of  the  committee  to  the 
danger  of  taking  at  par  value  the  testimony  or  statements  of  any 
witness  concerning  any  figures  or  accounts. 

I  want  right  here  to  caU  your  attention  to  a  most  significant,  erro- 
neous, and  misleading  statement  made  to  this  committee  by  its  own 
accountant,  which  I  only  caught  by  mere  accident  in  running  over 
that  long  account.  Buried  down  in  that  report  was  a  statement 
that  $50  had  been  paid  to  G.  W.  Ingham  by  Tuttle,  Wightman  & 
Dudley  for  legal  services. 

If  the  committee  please,  to  show  you  how  absolutely  erroneous 
that  was,  you  well  remember,  that  there  was  not  $50  paid  to  Mr. 
Ingham;  there  was  $100  paid  to  hiiXi. 

Mr.  Prouty.  But  is  not  that  $50  charged  on  the  books  under  the 
head  of  "Attorneys'  fees"  ? 

Iilr.  Easby-Smith.  It  is  not,  sir. 

Mr.  Prouty.  I  thought  I  saw  that  item. 

Mr.  Easby-Smith.  The  books  and  the  vouchers  themselves  show 
this :  One  voucher  shows  right  upon  its  back  that  it  was  for  expense 
of  investigation;  the  other  voucher  on  its  back  shows  that  it  was  for 
traveling  expenses  of  trip  to  Montgomery  and  Atlanta . 

Mr.  Prouty.  How  does  it  appear  upon  the  books  ? 
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Mr.  Easby-Smith.  It  appears  upon  the  books  of  Tuttle,  Wightman 
&  Dudley,  which  I  presented  to  you,  in  both  instances  entered  there 
as  traveling  expenses  of  investigation. 

I  say  there  is  not  a  scratch  of  a  pen,  there  is  not  a  syllable,  to 
justify  the  accountant  of  this  committee  in  incorporating  in  his 
report  the  statement  that  $50  was  paid  to  G.  W.  Ingham  for  legal 
services,  and  that  he  showed  his  incompetency  when  he  included  |50 
there  paid  to  Mr.  Ingham  and  did  not  Include  the  other  $50,  because 
both  were  entered  within  a  few  pages  of  each  other  in  the  same  book, 
and  he  had  possession  of  both  paid  vouchers. 

I  say  there  might  be  an  excuse  for  his  overlooking  one,  but  there  is 
no  excuse — none  on  earth— for  his  putting  into  this  report  to  you  that 
$50  was  paid  for  legal  services.  You  know,  gentlemen,  as  well  as  I  do, 
that  any  accountant  can  take  any  figures  and  books  he  chooses  and 
make  tnem  say,  within  certain  limits,  whatever  he  pleases. 

I  am  not  defending  these  companies.  I  do  not  care  what  their 
books  show,  except  they  shall  not  show,  and  no  accountant  shall  be 
permitted  to  show,  that  Mr.  Ingham  ever  received  one  penny  from 
those  companies  except  properly  and  legitimately. 

Mr.  Bergee.  Is  it  not  a  fact  that  the  attorneys  for  the  two  com- 
panies accepted  the  accountant's  report  as  correct  ? 

Mr.  Easby-Smith.  I  believe  they  did,  Mr.  Berger,  in  the  general 
result.  I  do  not  care  whether  thej  complain  about  it  or  not.  I  com- 
plain about  it  on  behalf  of  my  client,  because  it  attempts  to  show  a 
fact  which  did  not  exist,  and  to  that  extent  is  a  misrepresentation. 

Mr.  Pkotjty.  Their  books  would  not  be  binding  on  your  client.  I 
would  not  feel  like  charging  your  client  with  their  books. 

Mr.  Easby-Smith.  Suppose,  Judge  Prouty,  that  without  explana- 
tion your  own  accountant's  report  shows  upon  the  face  of  it,  as  it 
does,  that  Tuttle,  Wightman  &  Dudley  paid  to  G.  W.  Ingham  $50 
and  charged  it  to  legal  services.  Would  you  say  that  was  nothing 
against  my  client  ?  ^ 

Mr.  Pkouty.  Not  a  particle. 

Mr.  Easby-Smith.  Well,  sir,  I  consider  that,  without  explanation, 
the  greatest  charge  that  has  been  made  or  insinuated  or  indicated  or 
signified  in  the  whole  of  this  case  against  my  client. 

Mr.  Prouty.  They  might  have  made  a  mistake,  or  it  might  not 
have  been  true. 

Mr.  Easby-Smith.  They  did  make  a  mistake,  and  it  was  not  true. 

Mr.  Prouty.  It  would  not  be  binding  upon  your  client,  then. 

Mr.  Easby-Smith.  But  if  it  had  gone  into  tfiis  record  without  the 
proper  light  being  thrown  upon  it,  why  could  not  it  have  been  pointed 
to  as  an  indication  of  corruptness  on  the  part  of  my  client  ?  And  I 
say  that  is  the  only  thing  in  this  case  that  I  felt  I  needed  to  answer 
when  the  testimony  was  over,  the  only  thing.  -  I  stated  to  this 
committee  the  day  before  the  final  hearing,  that  I  was  not  going  to 
plead  with  this  committee  for  an  acquittal  of  my  client,  but  I  was 
going  to  demand  a  vindication,  and  i  was  going  to  demand  a  vindi- 
cation, not  out  of  his  mouth,  but  upon  the  testimony  of  others.  But 
when  that  appeared  in  the  report,  I  was  compelled  to  call  for  those 
vouchers — call  for  those  books — and  submit  my  client  to  be  called 
and  examined  by  this  committee  as  its  witness,  which  you  did. 
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If  the  committee  please,  let  me  now  take  up  ver}-  briefly  the  matter 
of  this  appraisement  and  let  me  recount  very  briefly  and  chronologi- 
cally its  history. 

It  appears  that  about  the  18th  of  October  Mr.  Ingham  was  noti- 
fied by  the  companies  that  they  were  about  to  purchase  the  Southern 
Buildmg  and  they  desired  that  it  be  appraised  by  the  insurance  depart- 
ment. At  the  same  time  they  had  filed  the  application  of  the  First 
National  Fire  Insurance  Co.  for  admission  to  do  business  in  the  Dis- 
trict of  Columbia.  At  the  same  time  they  had  sent  to  the  superintend- 
ent of  insurance  of  the  District  of  Columbia,  as  they  were  required  by 
his  regulations  to  do,  a  certificate,  which  they  had  filed  in  the  ofiice  of 
the  recorder  of  deeds  on  the  8th  day  of  October,  stating  that  they  had 
increased  their  capital  stock  from  $200,000  to  $300,000  and  that  that 
had  been  paid  up  in  fuU  at  that  date. 

They  requested  an  examination  of  the  First  National  for  the  pur- 
pose of  admitting  it.  They  requested  an  appraisement.  The  super- 
mtendent  of  insurance  thereupon  immediately  communicated  vrith 
Mr.  DarneiUe,  whom  he  had  employed  in  similar  cases  previously; 
told  him  to  notify  Mr.  Hensey  that  he  was  to  be  a  member  of  the 
board;  notified  him,  also,  that  he  desired  Mr.  Lipscomb  to  serve,  if 
Mr.  Lipscomb  was  vouched  for  as  satisfactory  by  Morris  Hacker,  the 
inspector  of  buildings  of  the  District  of  Columbia. 

Mr.  DarneUle,  as  the  testimony  shows,  went  to  work,  and  on  the  23d 
of  October  ]\Ir.  Ingham  went  South,  to  Alabama,  to  investigate 
rumors  which  he  had  heard  concerning  this  very  company  that  nad 
just  filed  with  him  its  application  to  do  business  in  the  District  of 
Columbia. 

Mr.  Prouty.  ^Vhen  do  you  say  he  appointed  DarneUle  ? 

Mr.  Easby-Smith.  He  appointed  Mr.  DarneUle  either  on  the  18th 
or  19th  of  October;  several  witnesses  say  it  was  the  18th  or  19th.  It 
was  one  or  the  other. 

Mr.  Prouty.  What  day  of  the  week  was  that  ? 

Mr.  Easby-Smith.  I  do  not  remember.  If  there  is  a  calendar  here 
that  could  be  easily  ascertained. 

But  remember  at  that  time  three  things  had' happened.  He  had 
received  a  certificate  of  the  increase  of  the  capital  stock  from  $200,000 
to  $300,000,  which  was  filed  with  him  on  the  8th  day  of  October;  he 
had  received  the  application  of  the  First  National  to  be  admitted  to 
do  business  in  the  District  of  Columbia,  and  he  had  been  notified  by 
the  Commercial 

^Ir.  Prouty.  I  have  a  calendar  here  for  October. 

^Ir.  Easby-Smith.  "What  day  of  the  week  was  it  ? 

Mr.  Prouty.  My  recollection  is  Mr.  Darneille  said  he  called  him  up 
on  Sunday. 

Mr.  Easby-Smith.  No,  sir;  there  is  nothing  of  that  sort  in  the 
record.  He  said  he  called  him  on  the  phone  at  his  office.  That  is 
Mr.  Darneille's  testimony. 

Mx.  Prouty.  That  is  the  faint  impression  that  lingers  in  my 
memory. 

Mr.  Easby-Smith.  No,  sir;  I  will  turn  to  the  record. 

ilr.  Prouty.  Mr.  DarneUle  I  believe  is  in  the  room. 
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Mr.  Easby-Smith.  I  will  turn  to  the  testimony  ol  Mr.  Darneille  at 
page  1674.     [Reading:] 

Mr.  Darneille.  I  think  it  was  the  19th  day  of  October  Mr.  Ingham  called  me  up 
over  the  phone 

Mr.  Pkouty.  That  was  Saturday  night. 

Mr.  Easby-Smith.  Was  Saturday,  the  18th? 

Mr.  PiiouTY.  No;  October  19  was  on  a  Saturday. 

Mr.  Easby-Smith.  If  the  committee  please,  as  I  say,  tliree  things 
were  pending. 

Mr.  Prouty.  If  you  will  pardon  me,  I  am  not  yet  clear  on  that 
other  matter.  My  recollection  of  the  testimony  is  that  the  reason 
he  called  Mr.  Darneille  on  the  phone  was  that  he  was  going  away, 
and  would  not  be  here  himself.  I  have  that  hupression.  Am  I 
right  or  wrong  ? 

Mr.  Easby-Smith.  I  have  no  such  recollection. 

Mr.  Douglas.  He  was  going  away,  I  know. 

Mr.  Prouty.  And  that  was  the  reason  he  called  Mr.  Darneille  on 
the  phone  and  asked  him  to  take  charge  of  it. 

Mr.  Easby-Smith.  I  do  not  remember  that  in  Mr.  DarneUle's 
testimony,  and  I  recently  read  it  over  very  thoroughly. 

Mr.  Pkouty.  I  thought  that  was  the  testimony  of  both  Mr.  Ingham 
and  Mr.  Darneille. 

Mr.  Easby-Smith.  He  says  here : 

I  think  it  was  the  19th  day  of  October  Mr.  Ingham  called  me  up  over  the  phone 
and  said,  "Judge,  are  you  very  busy?"  I  said,  "No;  not  particularly  busy."  He 
said,  "I  would  like  you  to  be  on  a  commission  to  appraise  the  Southern  Building." 
I  said,  "All  right."  He  said,  "I  want  you  to  do  me  the  further  favor  to  see  Mr.  Hen- 
sey,  of  Swartzell,  Rheem  &  Hensey,  and  see  if  he  will  not  serve  on  that  commission; 
and  see  Mr.  Hacker,  the  building  inspector,  and  find  out  what  you  can  about  Mr. 
William  P.  Lipscomb,  the  builder.  I  understand  he  is  a  very  fine  builder;  but  Mr. 
Hacker  can  give  you  all  the  facts.  You  see  him  and  if  he  is  satisfactory,  accept 
Mr.  Lipscomb  on  the  board." 

Then  Mr.  Darneille  proceeds  to  tell  how  he  went  to  see  Mr.  Hensey, 
then  Mr.  Hacker,  and  afterwards  notified  Mr.  Lipscomb  of  his  appoint- 
ment.. 

Mr.  Prouty.  Did  not  Mr.  Ingham  testify  the  reason  he  turned 
tliis  over  to  Mr.  Darneille  was  because  he  was  going  away? 

Mr.  Easby-Smith.  No,  sir;  I  do  not  think  he  testified  to  that, 
because  I  do  not  think  that  was  the  fact.  I  will  find  Mr.  Ingliam's 
testimony. 

Mr.  Prouty.  Do  not  let  me  take  up  too  much  of  your  time. 

Mr.  Easby-Smith.  I  have  it  right  here,  page  1864  of  the  printed 
record.     You  were  examining  Mr.  Ingham.     You  asked : 

Well,  when  was  the  request  made  for  its  appraisement? 

Mr.  Ingham.  On  the  19th  of  October. 

Mr.  Prouty.  I  think  there  is  some  evidence  in  here  that  you  left  on  the  31st  of 
October  for  the  South. 

-Mr.  Ingham.  23d  or  24th. 

Mr.  Prouty.  I  understood  your  clerk  yesterday  to  fix  the  date 

Mr.  Easby-Smith,  No,  he  said  they  got  back  from  New  York  on  the  30th  of  Slst 
and  found  Mr.  Ingham  away. 

Mr.  Prouty.  Who  was  it  requested  you  to  appraise  the  building? 

Mr.  Ingham.  Mr.  Carusi. 

Mr.  Prouty.  And  that  was  on  what  date? 

Mr.  Ingham.  If  I  remember  right,  it  was  the  19th  of  October. 

.Mr.  Prouty    Was  there  any  written  communication  to  your  office  requesting  that? 
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Mr.  Ingham.  No,  sir. 

Mr.  Prouty.  Just  a  verbal  one? 

Mr.  IxGHAM.  That  is  all. 

Mr.  Prouty.  What  did  he  aay  was  the  reason  he  wanted  it  a]iprai,si'il  at  that  lime? 

Mr.  IxGHAM.  Ho  did  not  say.     I  knew. 

Mr.  Prouty.  Well,  what  was  the  reason? 

Mr.  IxGHAJi.  That  I  was  going  to  make  an  oxamination  of  the  First  National  t'iro 
insurance  Co.  upon  my  return  from  Atlanta  and  the  time  the  examiner  and  stutisti- 
fian  returned  from  New  York.  I  asked  to  have  that  appraisement  made,  to  be  read\- 
and  done,  while  I  was  gone,  so  when  I  came  back  I  would  have  the  statement,  to 
Kive  the  time. 

That  is  no  doubt  what  you  are  referring  to  iu  your  idea  that  Mr. 
Ingham  appointed  Mr.  DarneUle  and  the  others  because  he  w  as  going 
away. 

yiv.  Prouty.  But  somewhere  you  will  find  I  asked  hini  the  ((ues- 
tion  why  he  left  the  appointment  of  these  appraisers  to  Mr.  Darneille, 
and  my  recollection  is  he  said  because  he  was  going  away. 

Mr.  EA,SBY-SMiTn.  If  the  committee  please,  he  at  no  time  said  he 
left  it  to  him;  he  insisted  that  he  appointed  them  himself,  and  simply 
told  Mr.  Darneille  to  notify  them.  There  is  absolutely  nothing  in 
the  record  to  sustam  _your  notion  that  Mr.  Ingham  left  to  Mr.  Darneille 
the  appointment  of  the  appraisers. 

Mr.  Prouty.  Not  the  appointment  of  them,  but  to  look  them  up 
and  see  if  they  would  serve,  and  see  if  they  were  good  people. 

Mr.  Easby-Smith.  Of  course  he  left  to  Mr.  Darneille  the  mere 
ministerial  act  of  notifying  Mr.  Hensey  and  notifying  Mr.  Lipscomb 
of  their  appointment,  givmg  him  no  authority  to  substitute  anybody 
for  them,  and  the  presumption  is  that  if  Mr.  Darneille  had  learned 
that  either  Mr.  Lipscomb  or  Mr.  Hensey  would  not  serve  he  would 
report  that  fact  to  Mr.  Ingham,  so  that  Mr.  Ingham  might  desig- 
nate other  persons.  That  is  the  situation,  which  is  perfectly  plain 
and  apparent  from  all  the  testimony  in  the  case. 

You  were  examining  him  further  on  the  same  line,  beginning  at 
page  1866.     You  asked  him.: 

How  did  you  appoint  them? 

Mr.  Ingham.  I  telephoned  to  Mr.  Darneille  and  asked  him  if  he  was  busy.  He 
.•aid  "No."  I  said,  "I  want  you  to  see  Mr.  Hensey,  of  Swartzell,  Rheem  &  Hensey; 
I  want  you  to  see  Mr.  W.  P.  Lipscomb,  the  builder,  but  before  you  see  him  I  want 
you  to  ask  Mr.  Morris  Hacker,  our  building  inspector,  if  Mr.  Lipscomb  is  a  good  builder. 
If  he  is,  I  want  you  to  ask  those  two  gentlemen  to  act  as  an  appraisement  committee 
and  appraise  the  Southern  Building." 

Mr.  Prouty.  Who  had  suggested  to  you  Mr.  Lipscomb? 

Mr.  Ingham.  Nobody. 

Mr.  Prouty.  How  did  you  know  him?  ^ 

Mr.  Ingham.  I  know  him  by  reputation.    That  is  aU.     I  never  had  seen  the  man, 

Mr.  Prouty.  He  testified  in  this  case  that  he  did  not  know  you. 

Mr.  Ingham.  He  did  not. 

Mr.  Prouty.  Did  you  know  of  any  of  his  special  work? 

Mr.  Ingham.  Only  that  he  was  a  good  builder.  I  had  heard  that  in  the  usual  way 
you  hear  comments  about  people.  That  is  all.  I  did  not  even  know  Mr.  Hensey ;  had 
never  seen  him  to  my  knowledge. 

Mr.  Prouty.  Who  had  suggested  Mr.  Hensey? 

Mr.  Ingham.  I  did. 

Mr.  Prouty.  Nobody  had  suggested  him  to  you? 

Mr.  Ingham.  No,  sir. 

Mr.  Prouty.  Did  you  know  that  Mr.  Lipscomb  was  a  director — was  a  member  of 
the  same  board  of  directors  as  Mr.  Tuttle? 

Mr.  Ingham.  I  did  not  know  anything  about  it,  sir. 

Mr.  Prouty.  Did  you  request  Mr.  Darneille  to  look  up  anybody  else? 

Mr.  Ingham.  Idijinot. 
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Mr.  Phouty.  You  had  not  said  anything  to  Mr.  Darneille  about  seeing  Mr.  Hoover? 
Mr.  Ingham.  I  did  not. 

Mr.  Peouty.  Did  you  make  any  suggestion  to  him  that  he  see  Mr.  Aahford? 
Mr.  Ingham.  I  did  not. 

I  find  nothing  at  all  in  the  whole  testimony  to  indicate  that  lie, 
in  any  manner,  left  to  Mr.  Darneille  the  selection  of  the  appraisers. 

Mr.  Prouty.  I  meant  the  notification  of  them. 

Mr.  Easby-Smith.  That  was  left  to  him;  yes. 

Mr.  Pkouty.  r  had  the  impression  he  said,  he  did  that  because  he 
was  going  away  and  could  not  do  it  himself.  That  is  merely  an 
impression. 

Mr.  Easby-Smith.  I  think  what  put  that  in  your  mind  is  what  I 
have  just  read  to  the  effect  that  he  wanted  the  appraisal  made  while 
he  was  away,  so  that  when  he  returned  and  the  examiner  and  the 
statistician  made  the  examinations,  he  would  then  have  the  result 
of  the  appraisal.     That  is  the  substance  of  his  testimony. 

So  mucn  for  the  manner  of  the  appointment. 

As  I  have  said.  Col.  Judson,  in  his  testimony  stated  that  when  he 
sent  for  Mr.  Ingham  on  the  5th  of  December,  Mr.  Ingham  told  him 
that  he  had  permitted  Mr.  Darneille  to  name  the  appraisers. 

Mr.  Rudolph,  in  his  testimony,  flatly  contradicts  that  and  states 
that  Mr.  Ingnam  said  just  what  Mr.  Ingham  and  every  otlier  wit- 
ness has  said  on  this  stand,  just  what  we  have  heard,  that  he  appointed 
Darneille,  that  he  appointed  Hensey,  that  he  appointed  Lipscomb, 
and  that  he  asked  Darneille  to  see  them  and  go  to  work  and  make 
the  appraisement. 

So  much  for  the  time  and  manner  of  the  appointment  and  the 
appraisal  and  the  reason  for  it. 

Just  a  word  now  as  to  the  personnel  of  that  board.  That  board 
consisted  of  Mr.  Hensey,  who  appeared  before  this '  committee  and 
testified ;  Mr.  Lipscomb,  who  also  appeared  here ;  and  Mr.  Darneille, 
who  also  appeared  here. 

I  call  your  attention  to  this  fact,  that  all  the  witnesses  who  ap- 
peared before  you  and  were  questioned  about  it— Mr.  Bell,  Mr. 
Stellwagen,  Mr.  Glover,  Mr.  Hoover,  Mr.  Rudolph,  Gen.  Johnston — 
every  witness  that  came  here  said  that  he  had  the  most  unlimited 
confidence  in  the  truthfulness,  the  integrity,  and  the  ability  of  all 
three  of  those  men. 

When  Col.  Judson  was  asked  as  to  the  personnel  of  that  board,  he 
said  that  he  had  the  utmost  confidence  in  the  integrity  and  the 
abilty  of  Mr.  Hensey  and  Mr.  Lipscomb.  When  I  asked  him,  "How 
about  Mr.  Darneille  ? "  what  did  he  say  ?  He  said,  "Well,  what  about 
Mr.  Darneille?"  I  could  not  get  him  to  answer.  I  asked  if  Col. 
Biddle,  his  predecessor,  under  whom  Mr.  Darneille  had  served,  had 
ever  mentioned  him.  "No;  he  never  mentioned  him,  but  Com- 
missioner West  told  me  he  was  very  glad  Darneille  got  out  of  the 
service  because  of  his  habits  of  intemperance." 

That  is  the  only  syllable  which  has  been  uttered  before  this  com- 
mittee in  the  slightest  derogatory  of  Mr.  Darneille's  character  or 
standing  in  any  respect. 

I  submit,  if  the  committee  please,  that  it  would  not  make  any 
difference  whether  Mr.  Darneille  were  intemperate  in  his  habits  while 
he  was  assessor  of  the  District  of  Columbia  or  not  so  far  as  his  mteg- 
Tity  or  his  abihty  as  an  assessor  is  concerned.     But  you  heard  Mr. 
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West's  testimony  on  this  stand;  you  heard  him  flatly  and  positively 
deny  that  he  had  made  any  such  statement. 

You  observed  Col.  Judson's  demeanor  on  that  occasion.  You 
observed  that  ^Ir.  Darneille  was  in  the  room  and  when  he  asked  the 
very  significant  question,  "Why  should  Mr.  West  discuss  with  Col. 
Judson  what  I  did  in  office  when  I  left  that  office  long  before  Col. 
Judson  became  a  commissioner,"  the  chairman  of  this  committee 
asked  Mr.  Darneille  to  whom  he  was  addressing  the  question,  and  Mr. 
Darneille  said,  "I  am  addressing  it  to  Mr.  Judson,"  and  Mr.  Judson 
sought  refuge  behind  the  remark,  "I  am  not  on  the  witness  stand." 

And,  gentlemen  of  the  committee,  you  will  also  remember  that 
the  day  before  Mr.  Darneille  appeared  before  this  committee  I  re- 
quested that  Col.  Judson  be  asked  to  be  present,  because  Mr.  Dar- 
neille's  testimony  would  bear  strongly  upon  Col.  Judson's  testimony, 
and  I  asked  him  to  be  here  so  that  he  might  meet  that  witness  face  to 
face  and  cross-examine  him;  and  Col.  Judson  has  not  appeared  before 
this  committee  from  that  day  to  this. 

So  much  for  the  personnel  of  that  committee.  Every  witness, 
witliout  exception,  has  spoken  of  the  high  character,  the  integrity, 
and  the  ability  of  those  three  appraisers.  I  believe  this  committee 
is  impressed  with  the  fact  that  three  better  appraisers  could  not  have 
been  selected  in  the  District  of  Columbia  to  do  that  work. 

Col.  Judson  points  out  as  significant  that  Mr.  Hensey  and  Mr. 
Lipscomb  were  upon  the  board  of  directors  of  the  District  National 
Bank,  of  which  Mr.  Harper  and  Mr.  Tuttle  and  som-e  other  people 
interested  in  the  insurance  business  happened  to  be  members,  and 
it  appears  from  the  testimony  that  neither  Mr.  Darneille  nor  Mr. 
Ingham  knew  that  any  one  of  them  was  on  the  board,  and  that,  as 
a  matter  of  fact,  Mr.  T.,ipscomb  was  also  on  the  board  of  directors  of 
the  Union  Trust  Co.,  Mr.  Stellwagen's  bank. 

Gentlemen,  it  would  be  extremely  difficult,  I  suppose,  to  find 
men  of  that  character  and  standing  in  this  community  who  are  not 
upon  the  directorate  of  one  or  more  of  the  local  institutions.  But, 
as  a  matter  of  fact,  nobody  seems  to  have  known  they  were  on  it, 
and  they  testified  here  that  none  of  them  even  knew  Tuttle  or  ever 
saw  him  at  a  meeting,  and  did  not  know  of  his  being  on  the  board 
of  the  District  National  Bank. 

Gentlemen,  I  do  not  intend  to  go  at  all  into  the  merit  of  this  ap- 
praisal. So  far  as  my  client  is  concerned,  he  does  not  care  whether 
that  building  is  worth  two  million  dollars  or  two  million  cents  except 
to  this  extent,  that  if  there  were  any  vast  difference  between  the 
real  value  and  the  value  which  his  appraisers  put  upon  it,  it  might 
by  some  possibility  be  a  reflection  upon  his  judgment  in  the  selec- 
tion of  those  appraisers. 

Gentlemen,  Col.  Judson  has  also  noted  as  very  significant  the  time 
that  these  examinations  were  made.  The  overwhelming  testimony 
here  of  all  persons  who  have  been  connected  with  the  insurance 
department  of  the  District  of  Columbia — the  commissioners  them- 
selves, the  statistician,  the  examiner — has  all  been  to  the  effect  that, 
first,  whenever  a  company  makes  application  for  admission  to  do 
business  in  the  District  of  Columbia  the  department  examines  it 
before  it  issues  a  license;  that  must  be  done  under  the  law.  In  the 
second  place,  it  has  been  testified  fully  and  frequently,  and  not  denied, 
that  whenever  a  company  files  a  certificate  of  increase  of  capital 
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stock  the  insurance  department  "examines  it  to  ascertain  whether 
that  capital  stock  is  fully  paid  in  and  is  held  either  in  cash  or  in 
property  of  its  proper  value. 

We  have,  then,  as  a  reason  for  the  examination  at  that  time,  first, 
the  application  of  the  First  National  Fire  Insurance  Co.  to  do  busi- 
ness; second,  the  increase  of  capital  stock  of  the  Commercial  Fire 
Insurance  Co.;  third,  the  acquirement  and  investment  of  funds  in 
the  Southern  BuUding  property;  and,  as  Mr.  Hall  has  testified,  he 
received  a  letter  from  Mr.  Ingham  when  he  was  in  New  York,  stating 
that  he  was  going  South  to  make  some  examinations  and  desired  them 
to  get  through  their  work  in  New  York  as  speedily  as  possible,  so 
they  could  come  down  here  and  examine  these  two  companies  and 
examine  the  other  companies  that  had  to  be  examined. 

As  to  the  manner  of  the  examination  and  the  character  of  report, 
I  think  the  committee  is  impressed  with  the  fact,  and  I  do  not  need 
to  dwell  upon  it  at  all,  that  Mr.  Ingham  and  Mr.  Curry  are  not 
friendly.  They  were  rival  candidates  for  the  office  of  superintendent 
of  insurance  of  the  District  of  Columbia.  All  the  witnesses  have 
testified  that  that  engendered  more  or  less  hard  feeling. 

If  there  was  anything  corrupt,  if  there  was  to  be  anything  corrupt, 
about  the  examination  of  those  companies,  would  Mr.  Ingham  have 
selected  Mr.  Curry  to  examine  the  Commercial  Fire  Insurance  Co.  ? 

Mr.  Curry  had  examined  the  company  several  times  before.  Mr. 
Curry  and  Mr.  Hall  had  jointly  examined  the  company  several  times 
before.  They  examined  it  as  of  October  31,  and  they  have  both  told 
you  that  there  was  not  the  slightest  intimation  made  to  them  either 
that  they  should  slight  the  work  or  that  they  should  depart  in  the 
slightest  manner  from  the  usual  and  regular  methods  of  making  an 
examination. 

Let  us  take  the  report  itself.  Col.  Judson  finally  in  his  last  analysis, 
when  he  had  been  through  a  long  cross-examination,  was  asked  what 
all  his  charges  and  insinuations  boiled  down  to,  and  he  said  they 
boiled  down  to  this  one  fact,  that  he  thought  that  report,  made  and 
signed  and  sworn  to  by  the  statistician  and  examiner,  showed  either 
unfitness  or  misconduct  on  Mr.  Ingham's  part. 

If  the  committee  please,  every  witness  that  knew  anything  about 
it  who  has  testified  here  testified  that  that  report  is  m  the  usual, 
conventional  form.  I  introduced  in  evidenced  here  five  or  six  of  the 
preceding  reports  of  examinations  upon  the  Commercial  Fire  In- 
surance Co.,  and  they  are  every  one  identical  in  form  with  this. 
There  were  comments  made  in  narrative  form  at  the  foot  of  that 
report  about  facts'  connected  with  it.  Mr.  Curry  and  Mr.  Hall  were 
asked  why  they  did  not  comment  on  this  and  that,  and  replied, 
"Because  we  had  commented  on  it  before,"  and  yousimplj^  have  to 
go  into  this  record  and  look  back  at  those  prior  examinations,  and 
you  will  see  that  every  feature  connected  with  these  companies  that 
ought  to  be  commented  upon  had  been  commented  upon  in  one  or 
the  other  of  those  reports,  and,  as  Mr.  Hall  and  Mr.  Curry  both  said, 
they  did  not  see  any  necessity  for  repeating  the  things  which  they 
had  reported  before  and  concerning  which  the  department  of  insur- 
ance had  no  jurisdiction. 

.  What,  gentlemen,  was  the  attitude  of  the  Commissioners  of  the 
District  of  Columbia  toward  the  superintendent  of  insurance?  Gen. 
Johnston  said  that  he  never  heard  even  of  anything  in  the  shghtest 
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degree  reflecting  upon  either  the  integrity,  the  abihty,  or  the  conduct 
in  ofiice  of  the  superintendent  of  insurance,  except  this:  That  after 
Mr.  Drake's  death  in  1910,  and  during  the  three  or  four  months 
pending  Mr.  Ingham's  appointment,  when  Mr.  Curry  and  Mr.  Ingham 
were  rival  candidates  for  the  office,  Col.  Judson  came  with  a  report  or 
charge  to  the  effect  that  Mr.  Ingham  had  received  a  small  sum  of 
money  on  a  promise  to  secure  the  influence  of  somebody  to  get  a  job 
in  the  District  Government;  and  Gen.  Johnston  suggested  that  that 
somebody  was  Senator  GaUinger.  But  he  said  that  they  had  inves- 
tigated that  charge  and  had  found  that  charge  was  false,  and  that  after 
that  investigation  they  appointed  Mr.  Ingham.  Commissioner 
Rudolph  told  you  the  same  thing;  that  the  charge  was  made;  that 
it  was  investigated,  and  that  it  was  found  to  be  without  foundation; 
and  it  was  after  that  that  they  appointed  him. 

Mr.  Rudolph  told  you  repeatedly,  over  and  over  again,  that  Mr. 
Ingham  was  a  courageous  and  efficient  officer;  that  there  was  nothing 
during  his  entire  conduct  of  the  office  that  merited  a  criticism;  that 
he  had  been  alert;  that  he  had  been  vigilant;  that  he  had  secured 
needed  legislation;  that  he  had  been  courageous  in  fighting  companies 
which  were  acting  in  violation  of  the  laws  and  that  he  had  put  them 
out  of  business. 

And  the  only  breath  of  criticism  that  came  from  the  mouth  of 
Commissioner  Rudolph  was  after  a  long  cross-examination  by 
Mr.  Redfield,  in  which  he  finally  admitted  that  Mr.  Ingham  might 
have  been  negligent  in  not  calling  his  personal  attention  to  the 
report  of  October  31.  Yet,  in  the  next  breath,  what  did  Comniis- 
sioner  Rudolph  tell  you  ?  He  told  you  that  at  least  fifty  times  had 
Mr.  Ingham  been  to  tim  with  these  things,  calling  his  attention  to  the 
fact  that  certain  conditions  existed,  not  merely  in  regard  to  these 
companies,  but  in  regard  to  companies  throughout  the  District  of 
Columbia,  which  he  felt  he  ought  to  be  able  to  regulate  but  which  he 
could  not  touch.  So  that  I  have  no  doubt  when  Mr.  Rudolph  did 
admit  that  Mr.  Ingham  might  have  been  negligent  in  failing  to  call 
his  personal  attention  to  that,  he  did  not  have  in  his  mind  the  fact 
that  Ingham  over  and  over  and  over  again  had  gone  to  Commissioner 
Rudolph,  his  immediate  superior,  in  supervision  of  his  particular 
department,  and  had  called  his  attention  to  these  things  at  least 
fifty  times. 

If  the  committee  please,  I  now  come  to  consider  very  briefly  some 
insinuations  that  have  been  made  concerning  the  possibility  that 
Mr.  Ingham  made  a  trip  to  Milwaukee,  another  trip  to  New  York, 
and  another  trip  to  Alabama  in  aid  of  these  companies.  I  think  Mr. 
Tuttle  was  interrogated  upon  the  stand  as  to  whether  or  not  he  had 
communicated  with  Mr.  Ingham  while  Mr.  Ingham  was  in  Milwaukee, 
and  I  immediately  produced  two  telegrams  which  Mr.  Ingham  had 
received,  and  they  went  into  this  record.  The  testimony  of  Mr.  Hall 
and  of  Mr.  Curry  and  of  Mr.  Ingham  himself  shows  that  he  went  to 
Milwaukee  at  the  expense  of  the  District  of  Columbia  to  attend  a 
convention  of  insurance  superintendents;  that  after  he  had  been  there 
a  day  or  two  he  received  a  telegram  from  Mr.  Canisi  which  said — and 
I  quote  it  from  memory  as  nearly  as  I  can: 

Pending  request  for  rehearing  Wisconsin  department  is  spreading  broadcast  actu- 
ary's report.    Can  you  stop  it. 
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,1  submit,  gentlemen,  that  it  was  an  entirely  proper  request  to 
make,  and  when  Mr.  Ingham  took  that  telegram  and  submitted  it 
to  the  superintendent  and  deputy  superintendent  of  insurance  of  the 
State  of  Wisconsin  he  was  doing  only  what  was  his  duty  to  do,  and 
he  sent  a  telegram  in  reply  that  he  had  submitted  it  to  them  and 
that  they  had  stated  to  hun  they  had  given  out  only  one  copy. 

Why,  gentlemen,  Mr.  Hall  and  Mr.  Curry  have  told  you  that  it  haa* 
been,  from  the  beginning  of  the  organization  of  the  insurance  de- 
partment, concededly  one  of  the  duties  of  the  department  to  protect 
our  local  companies  against  discrimination  if  that  necessity  should 
arise.  Was  he  in  Milwaukee  to  help  these  people  to  get  admitted 
there  ?  You  have  not  a  syllable  upon  which  to  base  any  such  finding. 
The  testimony  shows  why  he  went  there;  at  whose  expense  he  went 
there;  and  it  shows  the  exact  words  of  the  telegrams  which  he  re- 
ceived and  sent.  I  say  he  is  to  be  praised  rather  than  blamed  for 
taking  the  little  trouble  of  calling  this  telegram  to  the  attention  of 
commissioner  and  the  deputy  commissioner  of  insurance. 

Col.  Judson  says  Mr.  Ingham  went  to  New  York  to  help  the  com- 
panies get  admitted  there.  He  says  Curry  told  him  and  that  Ingham 
denied  it.  So  that  the  only  syllable  of  testimony  you  have  here  is 
the  hearsay  testimony  of  Col.  Judson  that  Curry  told  him  that 
Ingham  had  told  him  he  was  going  to  New  York  to  get  these  com- 
panies admitted.  Now,  you  know  why  he  went  to  New  York.  He 
went  there  to  attend  the  insurance  convention  and  incidentally  to 
examine  into  the  assets  of  a  State  of  Washington  insurance  com- 
pany which  had  applied  for  admission  into  the  District  of  Columbia, 
concernihg  whose  assets  he  could  get  no  information  without  going 
to  New  York  and  examining  those  assets.  After  he  went  there  he 
refused  them  a  license  ta  the  District  of  Columbia  and  since  then  they 
failed  and  went  out  of  business  and  all  of  their  business  has  been 
underwritten.  ,That  is  why  he  was  in  New  York  and  that  is  what 
he  went  there  for. 

A  good  deal  of  stress  has  been  laid  on  the  fact  that  he  refused  the 
New  York  department  permission  to  examine  the  local  companies. 
I  do  not  think  I  need  spend  much  time  on  that.  You  have  Mr. 
Rudolph's  testimony  as  to  what  his  view  of  that  was,  and  you  have 
the  testimony  of  Curry,  of  Hall,  and  of  Ingham  himself,  that  it  was 
entirely  unusual;  that  they  accepted  the  New  York  examiiiations. 
But  Mr.  Ingham  told  Mr.  Gordon  when  he  was  here — he  repeated  it 
to  Mr.  Emmett  in  New  York — that  any  information  they  wanted  he 
would  be  glad  to  get  for  them.  As  a  result  of  that  conference  in 
New  York  Mr.  Emmett  sent  him  52  questions,  covering  I  don't  know 
how  many  typewritten  pages,  and  Mr.  Ingham,  Mr.  Curry,  and  Mr. 
Hall  went  up  there  and  spent  three  days,  including  Sunday,  in  getting 
that  information  for  the  New  York  insurance  department.  They 
wrote  up  the  report  and  answers  to  the  letter  and  mailed  it  on  Sunday 
night,  so  that  Mr.  Emmett  would  get  it  promptly.  So  much  for  the 
New  York  trip. 

Now  we  come  to  the  Alabama  trip,  and  that  is  the  trip  that  seems 
to  have  worried  Judge  Prouty. 

I  am  going  to  admit  right  here,  if  it  please  the  committee,  that  I 
think  Mr.  Ingham  used  bad  judgment  in  making  the  trip  that  he  did 
without  ascertaining  in  the  first  place  whether  the  commissioner  of 
insurance  of  the  State  of  Alabama  was  at  homo  or  not.     But  as  we 
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have  heard  often,  "  Hiiid  sight  is  a  great  deal  bettor  than  fore  sii;hl." 
We  can  see  our  mistakes  after  we  have  made  them.  Mr.  Ingham  has 
told  you  repeatedly  that  he  has  tried  to  keep  m  touch  ^\^th  insurance 
conditions;  that  he  had  pending  here  an  application  for  admission  to 
the  District  of  Columbia  of  the  Fu-st  National  Fire  Insurance  Co. 
He  had  heard  about  theii'  coming  from  New  York  and  their  trouble 
with  the  Protective  Holduig  Association,  and  he  had  gone  f.>  the 
extent  of  trying  to  inform  himself  and  of  going  to  the.  Post  Office 
Department  to  see  what  they  knew,  and  asking  them  for  information, 
lie  tells  you  that  insurance  journalists  had  come  into  the  office  and 
had  told  liim  over  and  over  again  that  there  was  something  rotten 
about  the  Fu-st  National. 

He  told  you  that  he  wanted  to  fuid  out  if  he  could  what  it  was. 
That  so  far  as  he  knew  if  that  company  applied  for  admission  here 
and  had  its  capital  stock  intact  and  unimpaired  and  had  complied 
with  all  the  laws  and  regulations  here,  there  was  nothing  whicti  he 
could  do  but  license  it,  unless  there  was  some  good  and  valid  legal 
objection  to  its  being  licensed.  He  heard  these  things  and  he  investi- 
gated them  as  far  as  he  could.  These  insurance  journalists  said, 
"^fr.  Laird,  down  in  Montgomery,  has  refused  them,  or  is  going  to 
refuse  them  admission,  and  you  had  better  find  out  what  he  knows." 
iVnd  what  did  he  tlo '.  He  got  on  the  train  and  went  down  there  to 
see  Mr.  Ijaird,  but  he  did  not  find  him  there  on  that  trip.  lie  came 
back,  and  a  little  later,  with  this  application  still  pending,  he  had  to 
go  to  Atlanta  to  examine  a  fraterneQ  organization  there  because  the 
Georgia  departramit  does  not  examine  their  fratornals.  Just  before 
lie  went,  or  the  very  day,  he  went  to  see  Mr.  Tuttle,  the  president  of 
this  company  and  he  said,  "Mr.  Tuttle,  I  have  made  a  trip  to  Ala- 
bama to  find  out  something  about  your  comjjany,  the  First  National. 
I  am  going  back  again.  I  have  got  to  go  to  Atlanta,  and  I  expect 
whde  1  am  down  there  I  may  go  over  to  Montgomery  again.  1  have 
expended  sixty-odd  dollars,  and  I  want  some  money  on  account  of 
expenses  which  you  owe  me."  Mr.  Tuttle  gave  him  150  and  he  made 
the  trip.  When  he  came  back  from  that  tnp  he  told  Mr.  Tuttle  again 
that  he  had  expended  more  than  he  had  been  paid,  and  Mr.  Tuttle 
issued  to  him  the  check  for  $50  which  you  have  seen.  You  have  seen 
])oth  checks  for  $50. 

As  I  say,  if  the  committe  please,  I  am  perfectly  willing  to  admit 
that  that' was  a  wild  goose  chase,  judging  by  its  results.  If  Mr. 
Ingham  had  found  Mr.  Laird  in  his  office  and  had  gotten  the  informa- 
tion which  he  got  on  the  second  trip,  I  do  not  think  anybody  would 
say  it  was  a  wfld  goose  chase.  I  am  wiUing  to  admit  that  he,  as  well 
as  other  people,  make  errors  of  judgment.  He  probably  went  off 
on  the  spur  of  the  moment. 

Mr.  Pkoutt.  He  said  he  had  two  weeks  to  think  about  it. 

Mr.  Easbt-Smith.  I  do  not  remember  that  he  said  that,  Judge. 
He  said  that  he  had  been  thinking  over  this  examination;  that  they 
had  applied  several  weeks  before  that;  and  that  he  was  thinking  over 
this  tnmg.     At  any  rate,  he  went. 

Now,  let  us  consider  the  matter  of  the  payment  of  expenses.  The 
payment  of  expenses  for  out-of-town  tnps,  whether  made  by  the 
superintendent,  by  the  examiner,  or  by  the  statistician,  not  only  the 
oral  evidence  but  the  written  evidence  which  has  been  produced  before 
this  committee  in  the  form  of  letter-press  statements  or  account,  shows 
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that  it  is  the  invariable  custom,  when  anyone  of  these  three  officers 
leaves  the  District  of  Columbia  to  investigate  or  examine  into  any 
local  companies  doing  business  elsewhere — that  it  has  been  the  invari- 
ble  and  unbroken  custom  for  the  companies  to  pay  the  expenses  and 
generally  to  advance  a  lump  sum  to  cover  the  ex|)enses,  and  that  after 
the  investigation  or  examination  is  over  an  individual  statement  of 
expense  is  made  to  the  companies,  and  if  there  is  a  balance  due  of 
money  advanced  that  money  is  returned,  and  the  books  that  I  pre- 
sented here  showed  to  you  tnat  it  is  usually  a  month  or  two  months 
after  the  thing  is  done  "before  that  is  made. 

I  admit,  if  the  committee  please,  that  it  is  a  thing  to  be  criticized 
that  there  was  no  direct  official  bookkeeping  account  of  these  things 
in  the  office  of  the  superintendent  of  msurance.  But  bear  this  in 
mind:  The  superintendent  of  insurance  is  limited  to  an  expenditure 
of  110,000  a  year  for  salaries  and  contingent  expenses.  He  has  no 
bookkeeper.  All  of  the  money  that  is  collected  through  his  office — 
every  dollar  of  it — goes  through  the  office  of  the  auditor  who  keeps 
an  account  of  it  all.  He  has  not  an  account  book  in  his  office,  nor 
has  he  a  bookkeeper. 

I  have  no  doubt  he  has  well  learned  from  this  investigation  that 
hereafter  it  wiU  be  wise  for  him  to  keep  a  small  book  in  which  he  may 
enter  all  amounts  advanced  to  him  for  expenses,  so  that  he  may  have 
an  accurate  account.  In  the  course  of  a  year  it  only  amounts  to  a 
few  hundred  dollars,  but  he  ought  to  do  it,  and  I  have  no  doubt  that 
hereafter  he  will  do  it. 

But,  gentlenien,  what  has  he  done  in  that  regard  since  he  has  been 
superintendent?  He  has  been  superintendent  for  two  years.  He 
pomted  out  to  you  that  never  until  he  became  superintendent  were 
those  accounts  published,  and  that  two  years  ago,  when  he  became 
superintendent,  one  of  the  first  things  he  did  was  to  print  in  the 
annual  report  a  detailed  statement  of  every  dollar  which  had  come 
into  his  office  during  the  course  of  the  year  to  be  used  for  expenses. 
He  has  done  that  much.  The  commissioners  have  testified  here  that 
when  iir.  Crake  died  the  work  of  his  office  was  two  years  behind. 
They  do  not  tell  you  that  now.  They  tell  you  that  the  office  is  in 
good  condition.  iVir.  Ingham,  as  they  have  told  you,  had  secured 
legislation,  and  has  corrected  evils  that  existed  here.  He  has  made 
that  reform  of  his  own  office  in  the  publication  of  those  accounts.  It 
is  but  a  small  step  to  go  a  little  further  and  provide  a  small  book- 
keeping account  for  these  comparatively  trifling  items  that  passed 
through  his  hands.  Why,  gentlemen,  he  can  not  deposit  them  to  the 
credit  of  the  United  States,  because  once  in  the  Treasury,  they  are 
there  irrevocably,  unless  they  are  taken  out  by  act  of  Congress. 

He  has  a  memorandum  of  his  expenses.  The  examiner  and  statis- 
tician keep  similar  accounts,  and  while,  I  say.  looked  at  now  from  this 
standpoint,  Mr.  Ingham's  first  trip  to  Montgomery  may  have  been 
ill-advised  and  may  have  been  an  exercise  of  poor  judgment — there  is 
certainly  nothing  to  be  criticised  in  it. 

Mr.  Pkoxtty.  The  thing  that  bothers  me  is:  What  right  had  he  to 
charge  that  up  against  the  First  National  Fire  Insurance  Co.  or  any 
other  company  ? 

Mr.  Easby-Smith.  If  the  committee  please  the  situation  was  that 
the  First  National  had  applied  to  him  for  a  ficense  to  do  business. 
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He  went  there  to  investigate  rumoi-s  which  he  had  heard  about  that 
companjr.  He  made  the  investigation.  He  spent  sixty-odd  doUara 
out  of  his  own  pocket.  He  came  back  and  told  Mr.  Tuttle  that  he  had 
been  there  on  business  of  the  company,  and  was  going  to  return,  and 
did  return,  and  when  he  got  there,  what  did  he  fmd  ?  That  all  of  the 
rumors  and  reports  that  had  been  brought  to  him  by  these  insurance 
joumahsts  about  the  reason  why  Laird  was  going  to  exclude  the  com- 
pany from  Alabama,  all  boiled  down  to  merely  one  objection  and  that 
was  the  objection  made  by  the  Hartford  that  this  company  had  the 
word  "National"  in  its  corporate  liame.  That  is  all  there  was  to 
it  and  as  Mr.  Hall  has  testified,  when  Ingham  got  back  here,  he  wrote 
him  in  New  York,  telling  him  how  sorry  he  was  that  he  had  made 
that  trip  just  to  find  out  that  foolish  reason. 

Now,  if  the  committee  please,  I  have  tried  to  cover,  without  going 
into  great  detail,  what  has  occurred  to  me  to  be  the  things  which 
Col.  Judson  has  sought  to  point  out  as  significant  against  Mr.  Ingham. 

If  the  committee  has  anything  else  in  mind,  I  have  prepared  here 
excerpts  from  the  evidence  which  I  should  like  to  refer  to  in  explana- 
tion of  any  matter  that  the  committee  desires  to  interrogate  me 
about.     Are  you  satisfied  about  that,  Judge? 

Mr.  Prouty.  I  am  satisfied  you  have  told  me  all  you  know. 

Mr.  Easby-Smith.  I  have  told  you  all  I  know  that  appears  hi  the 
record. 

Mr.  Prouty.  That  is  all  you  can  teU  me,  I  suppose. 

Mr.  Easby-Smith.  Yes,  sir.  I  just  want  to  say  a  few  words  now, 
in  conclusion,  if  the  committee  please.  I  have  called  the  attention 
of  the  committee  to  the  circumstances  surrounding  the  attempt  to 
remove  Mr.  Ingham  from  office. 

Mr.  Prouty.  Why  are  we  interested  in  that  ? 

Mr.  Easby-Smith.  Only  this;  I  will  tell  you  why,  Judge,  and  why 
I  am  going  to  appeal  to  you  now  in  that  regard.  I  do  not  question 
the  power  of  the  commissioners  to  remove  any  man,  in  however  high 
or  however  low  a  position  subordinate  to  them,  when  and  as  they 
please.  I  do  question  their  right  to  remove  any  subordinate  how- 
ever lowly  he  may  be  when  that  removal  is  surrounded  by  a  cloud 
of  suspicion,  of  charge,  and  of  inuendo,  which  the  removal  would 
emphasize,  and  of  which  it  would  be  taken  to  be  a  finding. 

What,  if  this  committee  please,  would  be  Mr.  Ingham's  position 
if  Mr.  Rudolph  and  Gen.  Johnston  had  not  held  out  against  those 
repeated  motions  for  removal  ?  Mr.  Ingham  would  have  been 
removed  from  office,  with  the  newspapers  blazoning  with  these 
facts,  as  I  have  pointed  out,  that  there  was  a  tremendous  scandal 
iu  the  insurance  business  and  the  insurance  department,  and  that 
that  removal  was  the  result  of  it. 

Now,  could  that  ever  have  been  remedied ':  A  thousand  investi- 
gations by  this  committee  and  a  thousand  reports  of  this  committee 
saying  that  these  charges  were  not  true,  that  there  was  nothing  in 
this  charge  of  collusion  and  misconduct,  could  not  have  removed 
this  fact  that  he  had  been  removed  from  office  under  color  of  those 
charges,  and  I  say  that  neither  the  Commissioners  of  the  District 
of  Columbia,  nor  any  other  body  or  tribunal,  has  the  right  to  remove 
any  man  under  such  circumstances  without  a  hearing,  and  that  is 
what  was  attempted  to  be  done  in  this  case. 


INVESTIGATION   OF   INSTJKANOB   COMPANIES.  2129 

Now,  I  have  said  to  you,  if  the  committee  please,  that  I  am  not 
hare  to  plead  with  you  to  acquit  my  client  on  the  ground  of  reason- 
able doubt  or  anything  else.  I  admit,  and  have  freely  admitted,  that 
in  one  or  two  trifling  matters  he  has  exercised  poor  judgment,  and  I 
say  that  in  the  course  of  a  year's  work;  those  instances  are  absolutely 
insignificant.  I  say  that  I  am  not  here  to  plead  with  you  to  acquit 
him,  but  I  am  here  to  demand  at  your  hands  his  vindication,  and  I 
insist  he  is  entitled  to  it. 

As  I  stated,  I  have  tried  cases  before  court-martials,  and  there  are 
three  degrees  of  acquittal  in  a  military  court-martial.  One  is  a 
plain  "not  guilty,"  the  next  is  an  "acquittal,"  and  the  next  is 
"acquitted  with  honor,"  and  I  submit  to  you,  gentlemen,  that, 
after  the  searching  investigation  that  has  been  made  into  this  matter, 
when  you  consider  the  attempt  that  was  made  to  remove  him  and 
destroy  him  forever,  when,  through  all  this  investigation,  you  find 
only  one  little  thing  to  criticize,  which  is  that  he  perhaps  exercised 
bad  judgment  in  going  to  Montgomery  at  the  expense  of  the  company, 
without  first  notifying  the  company  that  he  was  going  to  do  it — if 
that  is  aU  you  can  find — after  all  the  testimony  that  you  have  heard, 
I  say  to  you,  gentlemen,  that  I  have  a  right  to  demand  from  this 
committee  such  a  report  upon  the  insurance. department  of  the  Dis- 
trict of  Columbia  and  upon  the  superiiite^ident  of  the  insurance 
department  of  the  District  of  Columbia  as  wtll  remove  the  slurs,  the 
innuendoes,  and  the  suspicions  which  have  without  right  or  justice  or 
truth  been  directed  against  him.  I  think,  gentlemen,  that  I  have  that 
right. 

Gentlemen,  I  am  a  great  believer  in  the  doctrine  of  compensation. 
I  think  there  is  very  little  evil  in  this  world  that  is  not  compensated 
by  as  much  good.  I  believe  there  is  very  little  that  happens  in  this 
world  that  is  not  for  the  best,  and  I  believe  that  this  investigation 
has  been  and  will  be  of  great  benefit  to  this  committee  by  giving 
information  to  it,  to  the  commissioners,  to  the  insurance  department, 
and  to  the  people  of  the  District  of  Columbia. 

I  want  to  digress  for  just  one  moment,  if  the  committee  please,  and 
that  is  to  say  this : 

You  make  our  laws;  you  are  our  common  council,  our  governing 
body.  We  pay  our  taxes,  but  we  do  not  have  anything  to  say  about 
how  they  shall  be  expended  or  who  shall  be  employed.  We  have  abso- 
lutely no  voice  in  the  matter,  and  I  say  to  you  gentlemen  from  what 
you  have  learned  in  this  case  and  from  what  you  may  learn  hereafter 
that  there  is  only  one  way  in  which  you  can  properly  govern  the 
District  of  Columbia  and  that  is  to  restore  to  us  the  manhood  of 
citizenship. 

Mr.  Redfield.  Mr.  Carusi,  have  you  inquired  into  the  matter  of 
which  I  spoke  to  you  the  other  day  ? 

Mi.  Cakusi.  No;  and  for  the  record  I  will  be  very  glad  to  make 
a  statement. 

I  have  not  seen  the  record  of  your  statement  made  yesterday 
morning,  but  my  recollection  is  that  there  were  several  statements 
on  page  1.936,  being  one  of  the  pages  of  the  large  brief  filed  on  behalf 
of  the  First  National  Fire  Insurance  Co.  and  the  Comrnercial  Fire 
Insurance  Co.  If  I  have  overlooked  any  statements  included  in 
your  reference,  kindly  call  my  attention  to  it. 
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The  first  statement  was  as  follows  [reading]: 

On  December  12  Col.  Judson,  Mr.  Stellwagen,  and  Mr.  Redfield  met  at  Mr.  Red- 
field's  apartments 

Mr.  Johnson.  You  are  reading  now  from  the  brief  1 
Mr.  Cakusi.  I  am  reading  from  the  brief. 

and  Mr.  Redfield  informed  Col.  Judson  of  his  conversation  of  the  previous  evening 
with  Mr.  Godwin. 

I  observe  on  page  9  of  what  I  might  call  the  motion — the  printed 
motion — that  the  statement  is  correctly  entered  as  follows: 

On  the  9th  day  of  December  V,o\.  Judson  had  an  interview  with  Mr.  Redfield  in 
the  latter's  apartments  in  The  Highlands. 

And  the  reference  is  to  page  165  of  the  printed  record,  at  which 
that  statement  appears,  I  think  it  being  a  statement  by  yourself. 
And  then  the  following  sentence: 

On  December  10  Mr.  Judson  and  Mr.  Redfield  again  met  to  discuss  the  situation, 
and  Mr.  Stellwagen  was  invited  to  be  present. 

There  is  no  statement  that  that  occurred  at  The  Highlands.  The 
reference  to  the  record  is  page  321,  and  the  fact  appears  to  be  not  as 
stated  at  page  1936.  The  testimony  shows  that  Col.  Judson  and  you 
met  at  The  JHighlands,  and 

Mr.  Redfield  (interposmg) .  On  the  9th. 

Mr.  C'arusi.  Was  it  on  the  9th  ? 

Mr.  Redfield.  Yes. 

Mr.  C.vRUsi.  And  tiftcrwarc's  went  to  his  office,  and  there  Mr. 
Stellwagen  was,  at  your  suggestion,  invited  to  be  present. 

Mr.  Redfield.  That  is  not  quite  correct,  but  it  is  more  nearly  so. 
Suppose  I  state  it  to  you,  and  I  think  I  shall  state  it  in  accordance 
with  the  testimony,  that  on  the  9th  Col.  Judson  came  to  my  apart- 
ments at  The  Highlands,  and  it  was  at  that  interview,  as  the  testi- 
mony shows,  that  he  came  for  the  purpose  of  asking  me  to  write  a 
letter  to  the  Xew  York  insurance  department,  which  is  clearly  in 
the  testimony.  It  was  on  the  13th  that  I  went  to  the  office  of  the 
Engineer  Commissioner.     There  was  no  other  interview. 

Mr.  Caeusi.  Well,  as  you  seem  to  attach  some  importance  to  this, 
I  will  get  the  record. 

Mr.  Redfield.  No;  I  am  quite  satisfied,  Mr.  Carusi,  with  the 
matter  as  it  now  stands. 

Mr.  Carusi.  At  page  165 — I  verified  this  date,  I  think,  myseK 
to-day.     I  am  readmg  from  page  165: 

Mr.  Redfield.  Col.  Judson,  do  you  recall  calling  upon  me  at  my  apartments  in 
the  Highlands  on  Monday,  December  9?    And  if  so,  state  fully  what  occurred. 

Then  a  little  lower  down  on  the  same  page,  a  question  by  Mr. 
Redfield: 

Do  you  recall  my  sending  for  you  to  come  to  my  apartments  on  the  morning  of 
Thursday,  December  12? 

That  is  the  date  mentioned,  I  think,  in  this  large  brief. 

Mr.  Redfield.  You  withdraw  the  statement  that  there  was  any 
interview  between  Mr.  Judson,  Mr.  Stellwagen,  and  myself  at  my 
apartments,  do  you  ? 

Mr.  Carusi.  I  find  that  that  is  not  in  accordance  with  the  testi- 
mony.    How  that  error  occurred,  I  do  not  know. 
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Mr.  Kedfield.  Now,  as  regards  the  statement  that  the  resolution, 
as  stated  in  itaHcs,  prepared  by  Col.  Judson,  and  so  on 

Mr.  Caeusi  (interposing).  Yes;  I  was  about  to  come  to  that.  I 
find  there  also  that  I  have  a  correct  statement  of  the  facts  in  the 
little  brief  on  page  15: 

On  Friday,  December  13,  the  chairman  of  the  Houae  District  Committee  was  handed 
a  resohition,  drafted  by  Mr.  Redfield,  for  introduction  upon  the  floor  of  the  House. 
The  communication  accompanying  the  resolution  was  signed  by  Commissioner  John- 
ston, who  appears  throughout  to  have  been  a  mere  figmehead,  the  communication  in 
question  having  been  dictated  by  Lieut.  Col.  Judson  and  the  concluding  sentence 
having  been  written  by  Mr.  Redfield. 

So  that  it  would  appear  from  my  brief  or  the  little  brief  that  the 
resolution  was  drawn  by  you  and  handed  to  the  chairman. 

Mr.  Redfield.  I  will  have  to  ask  you  to  correct  that  statement 
again  in  pursuance  of  the  statement  made  by  me  and  the  chairman. 
The  resolution  was  not  drawn  by  me,  except  in  part.  It  was  a  matter 
of  mutual  effort  between  the  chairman  and  myself,  as  he  very  justly 
said.  I  dictated  a  portion  of  it,  and  we  made  verbal  corrections  in 
it,  and  then  the  balance,  as  he  said,  was  arranged  from  another 
resolution  on  a  different  subject. 

Mr.  Caeusi.  I  am  very  frank  to  say,  Mr.  Redfield,  that  I  will 
gladly  accept  any  statement  correcting  any  error  in  either  of  these 
briefs  that  may  appear. 

Mr.  Redfield.  I  ask  you  to  withdraw  the  statement  in  italics  on 
page  1936  of  this  brief. 

Mr.  Caeusi.  Well,  by  withdrawing,  as  I  understand  it,  you  desire 
an  admission  that  this  appears  to  be  an  inaccurate  statement. 

Mr.  Redfield.  Yes. 

Mr.  Caeusi.  If  that  is  what  you  mean  by  a  withdrawal,  I  will  do 
30  very  cheerfully.  I  do  not  know  how  it  was  that  the  statement 
came  to  be  made  in  that  form  unless  it  be  that  in  one  part  of  Col. 
Judson's  testimony  there  's  a  good  deal  of  talk  about  the  drafting  of  a 
resolution,  and  it  seems  that  he  was  talking  part  of  the  time  about  a 
resolution  that  he  offered  in  the  board,  and  perhaps  the  compiler  of 
this  portion  of  the  brief,  going  over  it  hastily  fell  into  an  unintentional 
error.  If  it  is  an  error,  of  course,  there  is  no  objection  to  haAdng  it 
corrected  on  the  record. 

The  Chaieman.  The  committee  has  requested  of  the  attorneys  for 
the  insurance  companies  that  they  furnish  the  committee  with  a  list  of 
the  stockholders   in  both  insurance  companies  together  with  the 

Eost-office  address  of  each  stockholder  and  the  number  of  shares  he 
olds,  and  the  price  that  he  paid  for  that  stock  per  share. 
The  committee  had  the  matter  under  consideration  in  executive 
session,  just  before  coming  into  the  general  committee  room  here  to 
hear  Mr.  Easby-Smith's  argument,  and  the  committee  has  now  gone 
further  than  a  request,  and  puts  it  in  the  nature  of  a  demand  for  that 
list. 

Mr.  Caeusi.  Mr.  Chairman,  my  recollection  of  the  previous  request 
was  that  a  fist  of  stockholders  be  furnished,  together  with  the  stock 
holdings  of  each,  and  in  order  that  this  issue  may  be  very  clearly 
raised  on  the  record,  I  would  be  very  glad  to  have  the  record  referred 
to,  I  do  not  recall  that  any  request  was  ever  made  for  a  list  which 
should  show  the  price  that  each  stockholder  had  paid. 
Mr.  Prouty.  The  number  of  shares. 
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Mr.  Cabusi.  There  was  evidence  to  the  effect  that  all  had  paid 
alike. 

The  Chairman.  Was  it  all  paid  for  at  the  same  price  ? 
.  Mr.  Carusi.  There  was  testimony  to  that  effect,  and  that  is  the 
fact. 

The  Chairman.  If  it  all  went  at  the  same  price,  then  the  amount 
of  money  is  not  important;  just  the  number  of  shares. 

Mr.  Protjtt.  The  owners  and  the  residences. 

The  Chairman.  In  the  former  request  you  were  just  asked  to  sub- 
mit to  the  committee  for  its  information  a  list.  That  request  did  not 
embody  the  post-office  address,  if  I  recall  correctly. 

Mr.  Cari'si.  Yes. 

The  Chairman.  And  the  insurance  companies  have  complied  with 
that  request  of  the  committee.  The  committee  does  not  desire, 
while  having  that  list  in  its  possession  now,  to  go  beyond  what  was 
originally  intended  that  it  be  submitted  to  the  committee  for  its  infor- 
mation alone.  The  committee  desires  to  print  that  list  in  the  hearings 
as  part  of  the  evidence. 

Mr.  Douglas.  Mr.  Chairman,  may  I  ask,  for  the  record,  for  a  state- 
ment from  the  chairman  or  some  other  member  of  the  committee  of 
the  grounds  and  reasons  for  this  request,  including  some  statement 
for  our  enlightenment  as  to  how  the  furnishing  of  the  addresses  of 
the  stockholders  can  throw  any  light  upon  the  inquiry  or  the  subject- 
matter  of  this  investigation  ? 

The  Chairman.  There  is  no  objection,  I  take  it,  to  giving  you  the 
reason  offered  in  executive  session,  and  it  was  this:  I  will  give  it  as 
nearly  as  I  can,  as  it  was  stated  in  executive  session  by  one  member  of 
the  committee,  and  agreed  to  by  the  others:  That  the  two  insurance 
companies  now  are  in  the  hands  of  practically  a  close  corporation; 
that  the  stockholders  are  widely  scattered;  that  it  is  next  to  impos- 
sible for  them,  in  their  scattered  condition  to  come  and  get  the  post- 
oflEice  address  of  each  of  their  fellow  subscribers  to  stock,  and  this 
publication  is  desired  by  the  committee  that  the  stockholders  may 
nave  that  as  a  means  of  communicating  with  each  other  and  getting 
together  if  they  desire  to  make  a  change  in  their  relations. 

Mr.  Carusi.  Mr.  Chairman,  if  the  committee  please,  anticipating 
this  motion  and  decision  of  the  committee,  the  custodian  of  those 
records  has  been  produced  here  and  may  be  sworn  as  a  witness  and 
the  demand  may  be  made  upon  him  for  the  list. 

TESTIMONY  OF  ME.  K.  W.  POWER. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Johnson.  Mr.  Power,  are  you  associated  with  the  Commercial 
Fire  Insurance  Co.  of  Washington  ? 

Mr.  Power.  Yes,  sir;  I  am. 

Mr.  Johnson.  And  with  the  First  National  Fire  Insurance  Co.  of 
the  United  States  ? 

Mr.  Power.  Yes,  sir. 

Mr.  Johnson.  The  two  companies  which  have  been  the  subject  of 
inquiry  during  the  last  month  or  more. 

Mr.  Power.  Yes,  sir. 

Mr.  Johnson.  What  is  your  position  with  the  Commercial? 
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Mr.  Power.  I  am  the  custodian  of  the  stockholders'  list  and  the 
card  indexes. 

Mr.  Johnson.  What  is  your  position  with  the  First  National? 

Mr.  Power.  Practically  the  same. 

Mr.  Johnson.  In  other  words,  you  are  the  custodian  of  the  records 
which  contain  the  names  of  the  stockholders,  their  post-office  addresses, 
and  the  number  of  shares  held  by  each  of  those  stockholders  in  either 
or  both  of  the  said  companies. 

Mr.  Power.  Of  both  companies;  yes,  sir. 

Mr.  Johnson.  Have  you  that  list  with  you  ^ 

Mr.  Power.  No,  sir;  I  have  not. 

Mr.  Johnson.  Will  you  get  it  and  furnish  it  to  the  committee  ? 

Mr.  Carusi.  If  the  committee  please,  for  the  record  and  in  order 
that  the  question  may  be  properly  raised,  I  object  to  the  question  on 
the  ground  that  the  committee  is  without  authority  to  require  of 
this  witness,  or  of  any  agent  of  these  companies,  the  production  of 
the  list  in  question  for  the  purpose  which  has  been  stated,  or  for  any 
purpose,  unless  it  can  be  clearly  connected  with  the  investigation  as 
evidence  needful  to  determine  some  of  the  issues  involved  in  the 
investigation. 

I  would  ask,  without  repeating  them  now  and  taking  up  the  time 
of  the  committee,  that  the  statements  made  by  counsel  on  yesterday 
morning,  as  being  in  opposition  to  the  motion,  be  now  considered  as 
made  in  support  of  the  objection  to  this  witness's  answer. 

Mr.  Johnson.  There  will  be  no  objection  to  that  being  done,  I 
suppose. 

The  statements  referred  to  follow: 

Mr.  Carusi.  I  will  state  for  the  record  that  in  obedience  to  the  call 
from  the  committee  for  a  fist  of  the  stockholders  and  the  stock 
holdings  of  each  such  lists  were  prepared  and  were  produced  and 
were  handed  to  the  chairman  of  the  committee  for  the  committee's  use. 
The  present  motion  is  for  further  lists,  which  shall  include  the  addressee 
of  each  of  the  stockholders,  and  for  the  announced  purpose  of  pub- 
lishing the  stockholders'  fists,  with  their  addresses,  in  the  record  of  the 
proceedings  of  this  committee,  which  record  is  a  pubfic  document. 

Gentlemen  of  the  committee,  there  are  two  reasons  why  I  think  the 
motion  should  not  be  granted  by  the  committee.  One  is  of  a  practical 
nature,  whicli  may  or  may  not  impress  you  gentlemen  with  its 
importance.  The  other  is  a  legal  reason.  I  will  address  myself  very 
briefly  to  the  practical  reason,  and  I  can  make  my  position  perhaps  a 
little  more  clear  by  reciting  very  briefly  a  previous  experience  of  this 
character. 

When  the  Protective  Corporation  had  filed  its  petition  for  disso- 
lution in  the  Supreme  Court  of  the  State  of  New  York  it  became 
necessary  to  file,  among  the  scliedules  required  by  the  statute,  the 
names  and  addresses  of  all  the  stockholders.  One  of  the  problems  con- 
fronting counsel  charged  with  the  dissolution  of  that  company  was  the 
distribution  in  kind  of  the  stock  of  the  Commercial  Fire  Insurance 
Co.  held  by  the  Protective  Corporation. 

In  view  of  the  hostifity  which  had  been  .shown  to  the  company  by 
the  insurance  department  of  the  State  of  New  York,  counsel  appre- 
hended that  some  interference  in  this  dissolution  proceeding  might 
occur  on  the  part  of  the  insurance  department  of  New  York,  and 
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counsel  therefore  souglit  the  attorney  general  of  the  State  of  New 
York,  and  made  clear  this  danger — which  was  at  once  seen  by  that 
law  officer — that  if  the  New  York  State  department  did  actively 
interfere  in  this  proceeding,  which  could  only  be  carried  to  a  successful 
termination  by  a  practically  unanimous  consent  of  the  stockholders, 
for  the  reason  that  the  State  had  no  right  to  order  a  distribution  in 
kind,  the  statutory  mode  of  settlement  being  the  conversion  of  all  of 
the  assets  of  such  a  corporation  mto  mone.y  and  liquidation  on  a 
money  basis — bearing  that  in  mind,  I  say,  if  the  insurance  depart- 
ment had  interposed,  out  of  the  purest  motives,  if  you  please,  to 
interfere  with  these  plans,  this  is  wliat  would  have  actually  resulted: 
The  liquidating  director  would  have  been  required  to  throw  upon 
the  market  some  22,000  shares  of  stock  of  a  District  of  Columbia  fire 
insurance  company.  Who  was  to  buy,  and  at  what  price?  Those 
on  the  inside,  if  you  please,  those  of  us  who  were  interested  in  the 
Commercial  Fire  Insurance  Co.,  knew  exactly  what  that  stock  was 
worth,  exactly  what  its  book  value  was,  exactly  what  the  company 
could  liquidate  for,  and  nobody  else  did  know  or  could  have  known, 
and  we,  therefore,  could  have  purchased  at  a  public  auction  that 
large  block  of  stock  at  our  own  figure. 

It  was  for  fear,  not  that  we  would  in  that  way  make  many  thousand 
dollars  at  the  expense  of  these  Protective  holders,  but  that  some- 
body else  might  attempt  to  do  it  or  force  us  to  bid  up  against  them 
for  the  protection  of  those  stockholders,  to  a  point  perhaps  where  our 
own  individual  financial  resources  would  not  justify  us  in  going,  that 
made  it  of  the  first  importance  that  there  should  be  no  well-meant 
interference  on  the  part  of  the  insurance  department  with  the  plan 
for  the  distribution  of  the  stock  in  kind.  That  is  what  did  occur. 
The  stock,  which  had  been  bought  without  any  commission  or  any 
profit  to  anybody,  was  distributed  to  the  stockholders  pro  rata, 
according  to  their  holdings  in  the  Protective  Corporation. 

Almost  immediately  after  the  filing  of  that  schedule  containing  the 
names  of  the  stockholders  we  began  to  get,  at  the  office  of  the  Com- 
mercial Fire  Insurance  Co.,  copies  of  circular  letters  sent  out  by  people 
who  had  had  access  to  this  hst  on  file  in  the  clerk's  office.  Those  letters 
were  letters  that  had  been  sent  to  stockholders,  and  they  sent  them  in 
to  the  company  with  request  for  information,  or,  ''What  does  this 
mean  ? "  or,  ' '  What  is  the  matter  ?  Do  you  advise  me  to  sell  my  stock 
at  this  price  ? "  The  price  offered  was  invariably  far  below  the  market 
value  of  the  stock  and  far  below  its  book  value,  and  the  inducements 
to  these  people  to  sell  were  invariably  misstatements  tending  to 
''bear"  the  value  of  their  stock. 

One  gentleman  played  the  game,  or  attempted  to  play  it,  in  an 
exceedingly  clever  manner.  At  that  time  the  stock  of  the  Commercial 
Fire  Insurance  Co.  was  listed  on  the  local  stock  exchange.  He  would 
buy  a  little  of  the  stock;  not  much,  to  be  sure — he  never  got  much, 
because  the  stockholders  would  not  sell — but  he  would  get  a  little 
here,  there,  and  the  other  place,  from  some  one  who  was  needy  or 
easily  frightened  out,  at  a  price  half  its  real  value,  and  then  would 
attempt  to  unload  it  here  in  Washington  upon  those  who  were  friendly 
to  the  company'  and  sought  to  maintain  its  stock  at  a  proper  value 
upon  the  market.  We  had  to  stop  that.  We  had  to  withdraw  the 
stock  from  the  local  exchange,  because  it  was  an  endless  chain.  This 
man  could  go  on  getting  it  from  these  people  indefinitely,  as  long  as  he 
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could  get  a  market  for  it,  but  when  he  found  that  he  had  no  loiiger  a 
market  he  sent  a  telegram,  which  I  appended  to  the  list  which  I  fur- 
nished to  this  committee.  There  was  a  letter  from  a  man  named 
Emmons,  and  also  a  telegram  from  a  man  by  the  same  name. 

Mr.  Johnson.  Have  those  gone  into  the  record  ? 

Mr.  Carusi.  Neither  of  them  have  gone  into  the  record,  but  that 
telegram  will  be  fonud  somewhere  among  the  papers  of  the  committee. 

Mr.  Johnson.  Yes;  I  have  one  of  those  letters  sent  to  me  from  a 
private  source. 

Mr,  Caeusi.  The  telegram  in  eflPect  stated  that  inasmuch  as  the 
stock  had  been  withdrawn  from  the  stock  exchange  it  would  be  adver- 
tised for  sale  in  all  the  local  newspapers  of  Washington  unless  it  was 
taken  off  the  hands  of  the  writer  at  a  price  which  he  fixed,  which  was 
about  twice  what  he  paid  for  it  to  the  individual  stockholder.  That 
telegram  was  taken  by  me  to  the  different  newspapers  of  the  city,  and 
they  very  considerately  declined  to  publish  a  blackmailing  advertise- 
ment. They  took  the  gentleman's  name  and  put  a  watch  on  the 
advestising  colunms  of  the  paper. 

If  this  list  is  published  in  the  record — and  Mr.  Redfield,  who  made 
the  motion,  made  it  for  a  good  purpose,,  thinking  it  would  be  of  some 
advantage  to  the  stockholders  to  have  access  at  once  to  the  names 
and  addresses  of  their  co-stockholders,  and  it  would  be  of  some  advan- 
tage to  them;  I  do  not  question  that  for  a  moment.  I  do  think, 
however,  that  we  must  consider  a  little  the  disadvantages  and  how 
t&e  advantages  weigh  against  the  disadvantages. 

The  publication  of  that  list  will  not  be  confined  to  stockholders, 
but  a  vast  horde  of  people,  who  may  properly  be  described  as  vultures 
in  the  financial  world,  will  get  copies  of  that  list.  They  wiU  begin 
then  a  campaign  by  mail  or  by  personal  sohcitation  and  misrepre- 
sentation to  induce  these  stockholders  to  part  with  their  holdings. 

Mr.  Johnson.  The  letters  I  referred  to  a  moment  ago  show  they 
have  already  commenced  that. 

Mr.  Carusi.  Yes;  thay  have  already  commenced  it.  The  letter 
you  refer  to,  Mr.  Chairman,  shows  the  means  they  are  using. 

Here  are  2,000  pages  of  testimony.  If  the  Government  wiU  print 
enough  volumes  of  this  testimony  I  shall  make  the  motion  myself  in 
the  directors'  meetings  of  these  companies  that  every  stockholder 
shall  have  a  copy  of  them;  but  any  ill-disposed  person  can  pick  out 
100  fragments  of  testimony  in  these  2,000  pages  and  use  them  to 
extract  the  stock  from  large  numbers  of  these  stockholders.  The 
fact  they  receive  a  warning  from  the  company  of  attempts  of  that 
kind  may  mitigate  to  some  extent  against  the  success  of  these  efforts. 

Assunie,  however,  that  there  is  an  advantage  to  the  stockholder  in 
having  this  list,  so  that  the  man  who  lives  in  Maine  can  write  to  the 
man  who  lives  in  New  York,  and  say,  "Let  us  get  together."  Let  us 
get  together  for  what  purpose?  "Let  us  get  together  to  oust  the 
management  of  this  company."  The  man  in  Maine  naturally  says, 
"This  management  is  the  management  on  the  strength  of  whose  stand- 
ing I  put  my  money  into  this  corporation.  I  know  who  this  board  of 
directors  are  and  I  had  confidence  in  them  when  I  invested,  and  as  long 
as  I  get  results  that  are  satisfactory  to  me  from  this  company,  I  will 
probably  send  my  proxies  to  the  officers  of  the  company.  As  soon  as 
I  begin  to  get  dissatisfied  I  will  not  do  so,  and  I  will  write  the  com- 
pany and  ask  for  a  list  of  the  stockholders." 
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No  doubt  the  company  will  furnish  to  any  stockliolder,  under  proper 
safeguards  to  safeguard  the  interests  of  the  company  and  the  other 
stockholders,  such  a  list  for  the  purpose  of  communicating  with  them. 
But  that  is  a  very  difiCerent  proposition  from  the  publishing  of  this 
list  in  an  official  document.  I  might  talk  longer,  but  I  will  not,  upon 
that  point.  What  I  say  is  rather  suggestive  than  intended  to  exhaust 
all  .the  possibilities,  and  if  you  gentlemen  do  not  receive  the  sugges- 
tion I  do  not  know  that  a  more  extended  argument  would  be  of  any 
value. 

My  second  proposition  is  on  the  legal  point.  I  ^^'ill  addi'ess  mj^self 
to  the  legal  pomt  oriefly,  for  the  reason  that  the  general  constitutional 
principle  has  been  gone  into  here  very  fully. 

My  own  view  as  a  lawyer  is  that  if  you  gentlemen,  under  the  form 
of  a  motion  or  under  the  form  of  subpoenaing  a  witness  and  with  the 
implied  threat  or  the  real  threat  that  if  this  witness  does  not  furnish 
you  this  list  for  this  purpose  he  shall  be  subjected  to  the  fines  and  the 
penalties  provided  for  in  the  Revised  Statutes;  that  amounts,  in 
plain  English  and  without  any  quibble  or  circumlocution,  to  this: 

The  act  that  you  then  do  is  that  you,  as  a  committee  of  the  House 
of  Representatives  undertake  to  amend  the  law  upon  this  subject 
which  Congress  has  passed.  You  undertake  to  amend  it  in  such  wise 
that  instead  of  the  amendment  applying  to  all  corporations  of  the 
same  class  it  applies  only  to  these  two  particular  corporations,  and 
you  change  the  penalties  provided  for  in  the  general  act  for  a  failure 
to  keep  a  stock  book,  into  a  new  and  different  penalty  of  a  fine  of 
$1,000  and  imprisonment  for  one  year  upon  some  person  chosen  by 
the  committee  or  elected  by  himself,  if  you  please,  to  submit  in  his  own 
proper  person  to  suffer  the  fines  and  penalties  that  you  impose  in  this 
indirect  way  by  an  amendment  to  the  general  law,  which  you  yourselves 
undertake  to  make,  and  which  amendment  is  of  the  character  that  if 
the  House  of  Representatives  and  Senate  made  it  and  the  President 
signed  the  bill,  it  would  be  wholly  unconstitutional,  as  being  class 
legislation.  If  the  two  branches  of  Congress  and  the  President  wish 
to  amend  this  general  law  here,  by  providing  that  all  fire  insurance 
companies  in  the  District  of  Columbia  shall  publish  the  names  and 
addresses  of  their  stockholders,  that  may  or  may  not  be  constitutional, 
I  have  some  mental  reservation  about  that.  But  if  the  House  and 
Senate,  together  with  the  President  of  the  United  States  attempted 
to  amend  this  law  by  requiring  that  the  First  National  Fire  Insurance 
Co.  and  the  Commercial  Fire  Insurance  Co.  shall  publish  their  stock- 
holders and  their  addresses,  that  law  would  be  held  unconstitutional 
in  every  court,  from  that  of  first  instance  to  the  Supreme  Court  of 
the  United  States,  and  there  can  not  be  any  question  about  that. 

You  gentlemen  are  seeking  to  do  by  this  motion  something  by 
indirection  which  amounts  absolutely  to  nothing  but  what  I  have 
here  stated.  I  will  not  say  it  is  conceded,  but  I  will  say  it  is  obvious, 
that  the  list  of  stockholders,  with  their  addresses,  is  wanted  for  no 
purpose  connected  with  the  investigation  of  any  fact  whatever.  Not 
merely  is  it  not  relevant,  but  it  is  not  wanted  for  that  purpose.  It 
is  wanted  for  a  different  and  distinct  purpose,  which  does  not  come 
within  the  scope  of  this  resolution,  even  viewed  from  the  broadest 
possible  construction.  So  that  I  feel  justified  in  saying  that  you  are 
not  investigating  when  you  ask  that  that  go  into  the  record.     You 
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are  legislating  against  two  fire  insurance  companies,  imposing  a 
criminal  penalty  upon  their  refusal  to  be  singled  out. 

Mr.  Redfield.  May  I  ask  one  question  ? 

Mr.  Cabusi.  Yes,  sir. 

Mr.  Redfield.  Does  the  Commercial  Fire  Insurance  Co.  or  the 
First  National  Fire  Insurance  Co.,  or  both  of  them,  cause  a  book  to 
be  kept  by  the  treasurer  or  secretary  thereof  containing  the  names  of 
all  persons  alphabetically  arranged,'  who  are  or  shall  within  six 
years  have  been  stockholders  of  such  company,  showing  their  place 
of  residence,  the  number  of  shares  of  stock  held  by  them  respec- 
tively, the  time  when  they  became  owners  of  such  shares,  and  the 
amount  of  stock  actually  paid  in  ? 

Mr.  Cabusi.  I  will  have  to  answer  you  according  to  the  best  of  my 
knowledge,  because  I  have  not  seen  such  a  book.  My  belief  is  that 
such  separate  book  does  not  exist,  the  reason  being  that  the  stock- 
holders change  very  rapidly  in  a  company  that  is  being  organized, 
and  of  course  an  alphabetical  list  would  have  to  be  changed  from 
hour  to  hour. 

Mr.  Redfield.  Is  the  list  kept  in  the  form  of  a  card  list  ? 

Mr.  Cabusi.  Yes;  there  is  a  card  list  upon  which,  as  I  understand 
it,  the  name  of  every  stockholder  is  placed,  and,  in  addition  to  that — 
of  this  I  have  personal  knowledge — there  is  a  bound  book  in  the 
nature  of  an  individual  ledger  book,  such  as  banks  keep,  with  every 
stockholder  and  officer.  Those  are  not  arranged  alphabetically  as 
yet  for  the  reason  I  have  indicated,  but  the  name  of  every  stock- 
holder will  be  found  upon  that  book,  together  with  the  amount  and 
date  of  his  payments. 

Mr.  Pbouty.  And  address  ? 

Mr.  Cabusi.  I  do  not  think  his  address  is  in  that  book.  I  think 
that  is  on  the  card  index.  Such  a  book  of  course,  as  soon  as  the 
company  is  organized  and  the  stock  list  remains  fairly  stationary, 
should  be  prepared. 

Mr.  Redfield.  Is  that  book  or  card  list,  or  either  or  both,  during 
the  usual  business  hours  of  the  day,  on  every  business  day,  open  for 
the  inspection  of  stockholders  and  creditors  of  the  company  and 
their  personal  representatives  at  the  office  or  principal  place  of  busi- 
ness of  such  company  in  the  District  of  Columbia,  so  that  any  stock- 
holder, creditor,  or  representative  can  make  extracts  from  such  book  ? 

Mr.  Cabusi.  As  I  have  stated,  of  course  if  the  book,  arranged 
alphabetically,  has  not  been  made  up,  then  such  book  can  not  be 
said  to  be  there  open  for  inspection;  but  the  data  is  there  from  which 
a  stockholder  may,  with  the  same  convenience  that  he  could  from  a 
book,  see  who  the  stockholders  are  and  make  extracts,  if  you  please. 

Mr.  Johnson.  In  other  words,  you  have  a  complete  record  of  it? 

Mr.  Cabusi.  In  other  words,  if  we  are  asked  to  furnish  you  a  list  of 
the  addresses,  we  have  the  material  there  from  which  to  do  it,  or  we 
could  not  do  it;  and  the  same  material  we  have,  any  stockholder 
could  have.  He  would  have  no  more  difficulty  and  no  more  obstacle 
there  in  the  way  of  finding  out  whether  a  particular  person  was  a 
stockholder,  or  who  all  the  stockholders  were,  than  if  they  were  all 
transcribed  in  a  book,  alphabetically  arranged. 

Mr  Redfield.  Do  you  recognize  the  right  of  any  stockholder  to 
come  in  there  and,  showing  that  he  is  a  stockholder,  to  make  suck 
extracts  from  that  card  list  as  he  may  see  fit  ? 
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Mr.  Caeusi.  Yes,  generally;  I  may  say,  iii  the  first  place,  that  is 
the  law.  There  is  a  qualification  in  the  law,  not  written  in,  but 
enforced  by  the  courts,  and  that  is  that  if  a  person,  for  instance, 
should  acquire  five  shares  of  stock  and  he  should  acquire  it  for  the 
sole  purpose  of  exercising  his  right  to  make  a  list  of  the  stockholders,, 
to  be  furnished  to  some  other  company  or  to  be  used  in  some  manner 
that  is  detrimental  to  the  interests  of  the  company,  and  if  the  board 
of  directors  should  deny  him  individually  the  right  to  make  that 
list,  he  has  his  remedy  by  a  writ  of  mandamus,  and  there,  if  he  does 
mot  succeed  in  establishing  his  good  faith  to  the  satisfaction  of  the 
court,  the  writ  wiU  not  issue.  That  is  a  very  proper  qualification, 
"because  the  stockholders  have  a  right  at  common  law  not  only  to  a 
list  of  the  stockholders,  but  they  have  a  right  to  come  and  look  at 
the  books.  They  have  a  right  to  see  who  your  policy  holders  are; 
that  is,  it  is  conceivable  that  a  stockholder  might  have  that  right 
and  he  might  say,  for  instance,  "I  believe  that  you  have-  written 
policies  on  the  houses  of  25  men  of  bad  fire  repute  in  my  town,  and 
if  you  have,  I  am  dissatisfied  with  the  way  you  have  managed  the 
-company,  and  I  want  to  see  whether  you  have  or  not,  and  I  want 
to  see  those  policies."  He  has  a  right  to  that  information.  But  if 
his  purpose  is  to  get  a  list  of  all  our  policy  holders  for  the  purpose 
of  giving  it  to  another  fire  insurance  company  he  is  in,  the  courts 
have  repeatedly  held  they  would  not  aid  in  a  purpose  of  that  kind. 
There  is  no  doubt  that  any  stockholder  who  for  his  own  protection 
wants  a  list  of  the  stockholders  of  either  of  these  companies  can 
get  it  just  as  quick  as  the  stockliolders  in  the  Riggs  Bank  or  any 
other  institution  in  the  city  can  have  it. 

Mr.  Redfield.  Your  companies  would  put  no'  obstacles  in  his  way  ? 

Mr.  Caeusi.  Our  companies  would  put  no  obstacles  .in  his  way, 
and  we  would  have  the  ijiformation  in  more  convenient  form  as  soon 
as  it  is  possible  to  have  it  in  the  precise  statutory  form.  At  the 
present  time  it  is  not.  When  I  say  at  the  present  time  I  do  not 
mean  to-day,  but  at  the  time  this  investigation  began,  because  the 
stockholders  are  changing  daily,  and  it  is  impossible  to  keep  an 
alphabetical  list  of  them  in  any  one  book.  It  would  have  required 
the  services  of  a  number  of  clerks,  and  would  have  been  utterly 
impossible. 

Mr.  Redfield.  But  you  have  a  card-index  list ': 

Mr.  Caeusi.  Yes,  a  card-index  list,  arranged  alphabetically. 

Mr.  Joiixsox.  I  think  it  will  be  well  enough  to  put  the  letter  and 
telegram  in  the  record  relative  to  the  people  who  are  trying  to  beat 
down  the  price  of  this  stock. 

Mr.  Redfield.  I  suggest,  Mr.  Chairman,  that  we  can  decide  that 
question  when  we  meet  again. 

Mr.  Johnson.  Very  well. 

Mr.  Douglas.  I  desire  to  object,  on  the  further  ground,  specifically 
stated,  that  this  question  is  objectionable  because  to  be  required  to 
answer  it  would  require  this  witness  to  do  violence  to  the  constitu- 
tional right  of  privacy  as  to  the  affairs  of  these  corporations.  Upon 
the  further  ground  that  the  scope  of  this  resolution  when  properly 
interpreted  is  such  that  this  committee  has  nothing  to  do  with  the 
inquiry  or  investigation  into  the  affairs  of  these  companies,  except 
in  so  far  as  they  may  be  related  to  the  conduct  of  the  office  of  the 
superintendent  of  insurance.     Upon  the  further  ground  that  even 
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though  you  place  upon  the  resolution  the  broad  interpretation  that 
it  might  receive,  that  even  then  the  question  is  not  pertinent  to  that 
inquiry. 

Mr.  Johnson.  Mr.  Power,  the  committee  has  conferred  and  has 
reached  the  conclusion  that  it  is  proper  to  demand  of  you  the  pro- 
duction of  these  records  to  the  committee.  Will  you  comply  with 
that  request  ? 

Mr.  Power.  Mr.  Chairman,  upon  the  advice  of  counsel,  I  respect- 
fully decline  to  furnish  to  this  committee  for  publication  in  the  printed 
record  of  these  proceedings,  a  public  document,  the  names  with  the 
addresses  of  the  stockholders  of  the  Commercial  Fire  Insurancs  Co. 
and  the  First  National  Fire  Insurance  Co.,  upon  the  ground  that  the 
demand  for  the  same  is  beyond  the  authority  of  this  committee. 

Mr.  Johnson.  Then  you  positively  and  irrevocably  decline  to  pro- 
duce the  records  ? 

Mr.  Power.  I  do. 

Mr.  Johnson.  For  your  information,  Mr.  Power,  the  committee 
advises  you  that  it  will  use  all  the  power  which  is  in  its  possession  or 
that  it  can  get  from  the  House  of  Representatives  and  from  the 
courts  to  compel  you  to  do  so. 

Mr.  Prouty.  Mr.  Power,  the  Commercial  Fire  Insurance  Co.  has  in 
its  record,  under  your  charge,  a  book  or  card  system  showing  the 
name,  address,  and  amount  of  stock  held  in  that  company  by  its 
various  stockholders,  has  it  not  ? 

Mr.  Power.  They  have  a  card  system. 

Mr.  Prouty.  And  that  system  shows  all  these  names  and  all  these 
things. 

Mr.  Power.  Yes,  sir. 

Mr.  Prouty.  And  it  shows  in  what  States]these  persons  reside  that 
are  stockholders  in  that  company  ? 

Mr.  Power.  Yes,  sir. 

Mr.  Prouty.  Can  you,  in  a  general  way,  state  in  how  many  States 
these  stockholders  reside  ? 

Mr.  Power.  Why,  Judge  Prouty,  I  could  not  without  referring  to 
the  list. 

Mr.  Prouty.  Well,  approximately. 

Mr.  Power.  Of  one  company  ? 

Mr.  Prouty.  I  am  taking  the  Commercial  first. 

Mr.  Carusi.  It  will  be  admitted,  Judge,  if  it  wiU  serve  your  pur- 
pose as  well,  they  are  practically  in  all  the  States,  with  but  few 
exceptions. 

Mr.  Prouty.  Is  that  your  answer  ? 

Mr.  Power.  That  is  my  answer;  yes,  sir. 

Mr.  Prouty.  Has  the  company  known  as  the  First  National  Fire 
Insurance  Co.  records  showing  the  name,  address,  and  number  of 
shares  held  by  each  of  the  stockholders  of  that  company? 

Mr.  Power.  They  have;  yes,  sir. 

Mr.  Prouty.  And  they  are  in  your  possession  ? 

Mr.  Power.  Yes,  sir. 

Mr.  Prouty.  And  under  your  control  now? 

IVTt  T^owt^'ti    "Y'ps  sit. 

Mr!  Prouty.  There  is  no  reason  why  you  could  not  produce  either 
of  these  lists,  except  that  you  refuse  to  do  so  on  advice  of  your  coun- 
sel, and  for  the  reasons  you  have  given  ? 
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Mr.  Power.  That  is  it;  yes,  sir. 

Mr.  Beeger.  You  are  aware  of  the  consequences,  Mr.  Power,  that 
may  happen  to  you  ? 

Mr.  (Jartjsi.  He  has  had  advice  of  counsel. 

Mr.  Berger.  He  has  ? 

Mr.  Carusi.  Yes,  sir. 

Mr.  Prouty.  Mr.  Chairman,  I  move  that  we  now  adjourn  subject 
to  the  call  of  the  chairman  of  this  committee. 

Mr.  Berger.  I  second  the  motion. 

Mr.  Johnson.  Gentlemen  of  the  committee,  you  have  heard  the 
motion.  You  who  are  in  favor  of  it  will  s&j  "aye;"  those  opposed 
"no."  The  "ayes"  have  it,  and  the  committee  stands  adjourned, 
subject  to  the  motion  just  made  by  Judge  Prouty. 

Thereupon,  at  10.25  o'clock  p.  m.,  the  committee  adjourned,  sub- 
ject to  the  call  of  the  chairman. 
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Mr.  Redfield,  from  the  Committee  on  the  District  of  Columbia, 
submitted  the  following 

REPORT  AND  MINORITY  VIEWS. 

[Under  H.  Ees.  756.] 

The  subconmiittee  of  the  Committee  on  the  District  of  Columbia, 
appointed  under  House  resolution  756  to  investigate  the  Com- 
mercial Fire  Insurance  Co.  and  the  First  National  Fire  Insurance 
Co.  et  al.,  submit  the  following  report: 

On  the  16th  day  of  December,  1912,  the  House  of  Representatives 
passed  the  following  resolution: 

Resolved,  That  the  Committee  on  the  District  of  Columbia  of  the  House  of  Repre- 
sentatives, or  any  subcommittee  thereof  which  the  chairman  of  said  committee  may- 
appoint,  is  hereby  authorized  and  directed  to  investigate  the  conduct,  management, 
history,  records,  and  affairs  of  the  Commercial  Fire  Insurance  Company  of  Washington, 
District  of  Columbia,  and  of  the  First  National  Fire  Insurance  Company  of  the  United 
States,  Washington,  District  of  Columbia,  both  doing  business  in  the  District  of 
Columbia,  and  of  the  office  of  the  superintendent  of  insurance  of  the  District  of 
Columbia,  and  of  Tuttle,  Wightman  and  Dudley  (Incorporated),  doing  business  in 
the  District  of  Columbia,  together  with  those  of  their  associates,  representatives,  and 
agents,  and  to  examine  the  books,  papers,  accounts,  and  affairs  of  the  aforesaid  com- 
panies and  of  the  superintendent  of  insurance  of  the  District  of  Columbia;  to  appraise 
the  property,  real  and  personal,  belonging  to  said  corporations,  or  either  of  them. 
Said  committee,  or  such  subcommittee  thereof  as  may  be  selected,  is  authorized  to 
sit  during  the  sessions  of  the  House  and  during  any  recess  of  Congress.  Its  hearings 
shall  be  open  to  the  public,  and  it  is  authorized  and  empowered,  to  employ  counsel, 
expert  accountants,  appraisers,  and  such  other  clerical,  stenographic,  and  expert 
assistance  as  it  may  deem  necessary;  also  to  compel  witnesses  to  attend  and  testify, 
and  to  send  for  such  persons  and  papers  and  to  administer  oaths  to  witnesses  as  the 
committee  may  deem  best.  The  expense  incident  to  the  investigation  herein  author- 
ized shall  not  exceed  $10,000,  and  shall  be  paid  out  of  the  contingent  fund  of  the  House, 
upon  vouchers  signed  by  the  chairman  of  the  committee  and  approved  by  the  Com- 
mittee on  Accounts. 

Under  the  authority  of  said  resolution,  the  Committee  on  the  Dis- 
trict of  Columbia  appointed  a  subcommittee  consisting  of  Mr.  Ben 
Johnson,  chairman,  Mr.  William  C.  Redfield,  Mr.  Henry  George,  jr., 
Mr.  Victor  L.  Berger,  and  Mr.  S.  F.  Prouty. 

The  subcommittee  began  its  public  hearings  on  the  26th  day  of 
December,  1912,  and  held  continuous  meetings  until  January  30, 
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1913,  and  adjourned  meetings  from  time  to  time  until  February  14, 
1913.  The  evidence  taken  is  contained  in  28  volumes,  which  are 
herewith  transmitted. 

The  committee  also  employed  the  firm  of  Price,  Waterhouse  &  Co., 
54  William  Street,  New  York  City,  chartered  accountants,  to  care- 
fully examine  the  affairs  of  the  Commercial  Fire  Insurance  Co.  and 
the  First  National  Fire  Insurance  Co.,  and  Tuttle,  Wightman  & 
"Dudley  (Inc.),  which  report  appears  in  volume  24. 

From  said  report  and  the  evidence  so  taken,  the  majority  of  the 
committee  reports  the  following  facts,  together  with  its  conclusions 
thereon : 

COMMEKCIAL    FlRE    InSUKANCE    Co. 

The  Commercial  Fire  Insurance  Co.,  Washington,  D.  C,  was  or- 
ganized for  the  purpose  of  conducting  a  fire  insurance  business  within 
the  limits  of  the  District  of  Columbia,  on  May  17,  1890,  with  a  capi- 
tal stock  of  $100,000,  consisting  of  20,000  snares  of  a  par  value  of 
$5  each.  This  company  as  then  organized  was  only  authorized  to 
do  business  in  the  District  of  Columbia,  but  in  May,  1911,  an  amended 
certificate  was  filed  authorizing  it  to  do  business  outside  of  the 
District  of  Columbia. 

In  Februaiy,  1910,  this  company  entered  into  a  contract  with 
John  A.  Kelly,  of  New  York,  by  which  he  was  appointed  as  general 
agent  for  the  purpose  of  effecting  reinsurance  outside  of  the  District 
of  Coluriibia.  Up  to  the  time  of  entering  into  this  contract,  the  said 
insurance  company  did  a  profitable  business,  paying  a  6  per  cent 
annual  dividend  nearly  all  the  time,  and  accumulated  a  surplus  of 
about  $36,000.  In  the  early  part  ol  1911,  Robert  R.  Tuttle,  acting 
for  and  on  behalf  of  the  Protective  Holding  Corporation  of  Syracuse, 
N.  Y.,  entered  into  negotiations  for  the  purchase  of  the  stock  of  the 
Commercial  Fire  Insurance  Co.  This  resulted  in  the  contract  by 
which  he  became  the  owner  of  practically  all  of  the  stock  of  said 
company. 

On  the  21st  day  of  February,  1911,  the  company  canceled  its  con- 
tract with  John  A.  Kelly,  and  on  March  6,  1911,  entered  into  a 
new  contract  with  the  copartnership  of  Tuttle,  Wightman  &  Dudley, 
as  underwriters,  by  the  terms  of  which  contract  the  said  firm  became 
the  sole  agents  for  the  said  company  in  the  placing  of  insurance  out- 
side of  the  District  of  Columbia. 

(More  specific  reference  to  this  contract  will  be  made  hereafter.) 

On  June  12,  1911,  the  stockholders  voted  to  increase  the  capital 
stock  to  $125,000,  and  on  the  same  date  the  offer  of  the  Protective 
Holding  Corporation  to  purchase  the  additional  issue  at  a  price  to 
net  the  company  $8  per  share  was  accepted.  At  this  time  it  wUl 
thus  be  noted  that  the  Protective  Holding  Corporation  was  the 
owner  and  holder  of  practicaUv  all  the  stock  of  the  Commercial  Fire 
Insurance  Co.  At  this  time  Robert  R,  Tuttle  was  the  president  of 
the  Protective  Corporation  and  voted  by  proxy  all  the  stock  owned 
by  the  Protective  Corporation. 

On  August  22,  1912,  a  resolution  was  passed  increasing  the  capital 
stock  to  $250,000  by  the  issue  and  sale  of  25,000  additional  shares  of 
the  par  value  of  $5  each.  This  stock  was  to  be  sold  at  $10  per  share, 
$5  of  it  to  go  into  the  capital  account  and  the  other  $5  to  go  into  the 
surplus  account.    A  contract  was  made  with  Tuttle,  Wightman  & 
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Dudley  to  sell  this  stock,  and  for  -which,  they  were  to  receive  a  com- 
mission of  7i  per  cent,  with  an  allowance  for  expenses  not  to  exceed 
12^  per  cent,  or,  in  other  words,  the  same  to  net  the  company  $8  per 
share;  that  is  to  say,  $5  to  go  into  the  capital  account,  $3  into  the 
surplus  account,  and  $2  to  Tuttle,  Wightman  &  Dudley. 

This  contract  with  Tuttle,  Wightman  &  Dudley  was  signed  Sep- 
tember 27,  1911. 

(More  specific  reference  will  be  made  to  this  contract  later  in  this 
report.) 

On  October  24,  1911,  a  resolution  was  passed  to  increase  the  capital 
stock  to  $1,000,000,  the  additional  stock  to  be  sold  through  Tuttle, 
Wightman  &  Dudley,  under  the  same  terms  contained  in  the  contract 
for  the  sale  of  the  prior  increase  of  25,000  shares. 

On  April  17,  1912,  the  board  of  directors  directed  the  sale  of  the 
stock  thereafter  to  be  made  at  a  price  of  $11  per  share.  The  resolu- 
tion passed  by  the  board  was  in  the  following  language : 

WEireas  the  increased  volume  of  business  now  being  transacted  by  this  company  as 
a  result  of  the  steady  increase  in  subscriptions  to  its  capital  and  surplus,  and  the 
consequent  large  addition  to  its  agency  plant  and  premium  income  justifies  the 
expectation  that  the  profits  of  the  company  will  increase  proportionately;  and 
Whereas  it  is  deemed  equitable  and  just  to  the  existing  stockholders  of  the  com- 
pany that  those  who  seek  to  purchase  stock  hereafter  and  share  in  the  increased 
profits  of  the  company  should  pay  a  correspondingly  higher  price  for  their  stock- 
holdings: Now,  therefore,  be  it 

Resolved,  That  so  much  of  the  third  issue  of  the  capital  stock  of  this  company 
as  is  not  taken  by  existing  stockholders  before  June  1,  1912,  under  their  optional 
pnvilege  to  increase  their  present  holdings  at  the  present  market  price  of  $10  per  sharfe/ 
shall,  on  and  after  that  date,  be  offered  for  sale  to  the  public  generally  at  an  advance 
in  price  of  $11  per  share. 

The  year  preceding  the  passage  of  this  resolution  had  been  a  pros- 
perous one,  and  might  in  a  measure  justify  the  board  in  passing  this 
resolution,  for  thus  raising  the  sale  price  of  the  new  stock,  although 
the  book  value  of  the  stock  at  that  time,  as  shown  by  its  assets,  was 
less  than  $8  per  share.  The  new  subscribers,  therefore,  paid  in  $11 
for  each  share  purchased  by  them,  which  would  not  bring  them  into 
the  company  on  an  equal  basis  with  members  of  the  Protective 
Holding  Corporation,     'ihis  was  hardly  fair  to  the  new  members. 

On  November  11,  1912,  a  resolution  was  passed,  to  take  effect  on 
and  after  January  1,  1913,  still  further  increasuig  the  selling  price  of 
the  stock  to  $12  per  share. 

The  resolution  passed  is  as  follows: 

Resolved,  That  whereas  the  stockholders  of  this  company  by  resolution  duly  passed 
according  to  law  on  the  22d  day  of  August,  1911,  voted  to  increase  the  capital  stock  of 
this  company  by  the  issue  and  sale  of  additional  stock; 

And  -vmereas  a  ready  -market  was  found  for  the  sale  of  much  of  this  stock  at  $10 
per  share,  the  board  of  directors,  by  resolution  passed  on  the  17th  day  of  April,  ad- 
vanced the  price  of  said  stock  to  $11  per  share  upon  the  ground  that  at  the  time  of  the 
passage  of  said  resolution  the  stock  had  increased  in  value  over  its  pre-vious  selling 
price  on  account  of  the  large  volume  of  business  then  being  transacted  by  this  com- 
pany, as  well  as  the  increase  in  subscriptions  to  its  capital  and  surplus  and  the  con- 
sequent large  addition  to  its  agency  plant  and  premium  income. 

And  whereas  since  the  passage  of  said  last-mentioned  resolution  the  company  has 
earned  for  its  stockholders  a  large  sum  of  money  and  has  also  largely  increased  its 
subscribed  capital  and  its  paid-up  capital  since  the  date  of  the  last-mentioned  reso- 
lution, and  in  addition  to  paying  the  regular  12  per  cent  dividends  has  added  greatly 
to  the  amount  of  surplus  on  hand  at  the  date  of  the  passage  of  said  resolution  on  April 
17,  thus  further  increasing  the  actual  value  of  the  stock:  Now  therefore  be  it 

Resolved,  That  on  and  after  the  payment  of  the  dividend  payable  January  1,  1913, 
that  no  more  of  the  capital  stock  of  this  company  shall  be  sold  at  less  than  $12  per 
share. 
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We  can  not  believe  that  the  board  of  directors  were  in  any  manner 

justified  in  passing  this  resolution.     The  undei-writing  bvisiness  of  the 

company  for  1912  was  a  losing  one,  and  shows  that  during  that  year 

the  company  lost  on  that  part  of  its  business  something  over  $131,000. 

While  it  as  true  that  the  exact  amount  was  not  known  at  the  time 

of  the  passage  of  this  resolution,  the  general  situation  was  known,  or 

could  have  been  easily  ascertained  by  the  dii-ectors  had  they  given 

'care  and  attention  to  the  situation.     In  fact,  the  evidence  in  this 

.matter  clearly  shows  that  it  was  fully  known  to  the  company  that 

'the  losses  prior  to  November  11,  1912,  were  heavy.     They  were  in 

'fact  much  larger  than  during  the  remaining  portion  of  the  year.     The 

condition  of  the  company  unproved  between  the  11th  of  November, 

the  time  of  the  passage  of  this  resolution,  and  the  time  that  is  covered 

by  this  annual  statement,  ending  December  31,  1912. 

It  further  clearly  appears  from  the  testimony  that  this  resolution 
was  passed  by  the  board  for  the  express  purpose  of  using  it  in  circular 
'  form  to  be  sent  to  prospective  purchasers  of  stock. 
',  While  this  resolution  may  be  in  a  measure  justified  by  the  fact  that 
I  a  large  addition  was  made  to  the  surplus  by  the  reappraisement  of 
the  Southern  Building  (to  which  reference  will  hereafter  be  made), 
''we  nevertheless  think  that  this  resolution  was  clearly  misleading. 

As  this  was  an  insurance  company  engaged  exclusively  in  that  busi- 
ness, any  ordinary  person  in  reading  it  would  have  clearly  reached 
ithe  conclusion  from  this  resolution  that  the  company  was  at  that 
time  doing  a  prosperous  business,  and  that  its  increase  in  surplus  and 

■  assets  were  being  rapidly  augmented  by  the  profits  of  that  business, 
while  the  board  knew,  or  should  have  known,  that  the  underwriting 
business  of  the  company  that  year  had  very  largely  diminished  the 

.  assets  of  the  company. 

If  this  resolution  had  been  intended  to  convey  correct  information 

■  to  the  prospective  stockholder,  it  should  have  stated  the  facts  so  that 
he  might  have  been  intelligently  advised  as  to  the  true  standing  and 

'  operations  of  the  company.  If  a  loss  had  occurred  from  underwriting, 
but  had  been  made  up  by  a  profitable  investment  in  real  estate,  those 
facts  should  have  been  candidly  and  intelligently  stated.  Such 
deceptive  methods  of  dealing  with  the  general  public  can  not  meet 
with  the  sanction  or  approval  of  this  committee. 

PAID-UP   CAPITAL. 

The  amount  of  paid-up  capital  of  this  company  at  the  close  of  the 
year's  business  of  1912  was  $430,790.     There  had  been  paid  in,  in 
*  addition  to  that  amount,  on  stock  subscriptions  $29,829.41,  and  there 
,  remained  unpaid  on  subscriptions  $64,591.84.     In  the  year  1912  there 
was  paid  into  the  company  m  cash  $281,488.81  as  addition  to  the  sur- 
plus fund.     During  that  year  there  was  paid,  however,  out  of  said 
"  amount  to  Tuttle,  Wightman  &  Dudley  $130,795.80,  under  the  sell- 
ing contract  heretofore  referred  to.     It  will  thus  be  noted  that  nearly 
one-half  of  the  total  amount  of  surplus  paid  in  by  the  stockholders 
as  a  surplus  or  premium  on  their  stock  subscriptions  was  drawn  out 
^yy  Tuttle,  Wightman  &  Dudley,  or,  to  be  more  accurate,  over  46  per 
cent. 

This  large  amount  drawn  by  Tuttle,  Wightman  &  Dudley  was 
strictly  in  accord  with  the  terms  of  the  contract,  which  provided  for 
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tke  payment  of  their  commission  and  expenses  out  of  the  first  pay- 
ments; but  the  contract  provides  for  pro  rata  refunding  on  failure  of; 
the  subscribers  to  make  payments  in  full.  But  as  Tuttle,  Wightman 
&  Dudley  had  become  incorporated  and  been  reheved  from  their  mdi- 
vidual  responsibility  on  the  contract  by  subrogation,  the  only  security 
the  insurance  company  has  for  the  return  of  these  sums  of  money  is 
the  habdity  of  Tuttle,  Wightman  &  Dudley  (Inc.).  The  evidence  in 
this  case,  however,  shows  that  said  company  only  has  $1,000  of  cash; 
paid  in,  and  the  only  other  assets  the  contract  with  this  company, 
and  the  First  National. 

Under  the  statements  furnished  to  your  committee  by  the  account-; 
ants  it  appears  that  there  are  large  sums  of  money  now  held  by  Tut- 
tle, Wightman  &  Dudley  (Inc.)  which  would  require  refunding  if  for 
any  reason  the  subscribers  should  fail  to  pay  the  balance  of  their 
subscriptions. 

We  can  not  believe  that  it  was  good  prudent  management  for  this; 
company  to  enter  into  such  a  contract  without  having  at  least  rea- 
sonable security  for  the  return  of  the  funds  should  circumstances 
require  their  return. 

Dividend  account. 


Date  paid. 


Date  declared. 


Amount. 


January,  1911.. 

July,  1911 

January,  1912.. 
July,  1912 


Total. 


3  per  cent 

3  per  cent  and  1  per  cent  extra . 
3  per  cent  and  4  per  cent  extra.. 
6  per  cent 


Dec.  12,1910 
June  12,1911 
Dec.  11,1911 
June  13,1912 


$3,000.00 
4,000.00 
12,000.00 
16,632.00- 


35, 632. CO 


We  have  no  criticism  on  account  of  dividends  paid  for  the  year 
1911.  The  surplus  on  hand  at  the  beginning  of  that  year  and  the 
resulting  profits  from  the  operation  of  the  business  fairly  warranted 
the  payment  of  these  dividends;  but  in  the  year  1912  the  losses  sus- 
tained in  the  underwriting  business  absorbed  all  the  surplus  on  hand 
at  the  beginning  of  the  year  and  the  profits  of  the  underwriting  busi- 
ness during  the  year  and  left  a  very  large  deficit. 

In  view  of  this  fact  all  the  dividends  that  were  paid  to  the  stock- 
holders for  the  year  1912  were  paid  out  of  the  surplus  that  had  been 
paid  in  by  the  stockholders  as  premiums  on  their  subscriptions.  The 
officers  of  the  company  justified  this  procedure,  first,  on  the  ground 
that  they  wished  to  keep  the  stockholders  satisfied  and,  second,  on 
theground  that  it  is  justified  by  the  custom  in  other  conipanies. 

We  can  hardly  believe  that  the  company  was  justified  in  declaring 
these  dividends  for  the  first  purpose.  It  is  true  that  a  stockholder 
in  a  company  rarely  looks  beyond  the  receipt  of  the  dividend  check 
to  ascertain  whether  or  not  he  is  receiving  returns  on  his  investment 
or  is,  in  fact,  himself  paying  the  returns  on  his  own  investmeiit. 

But  we  can  hardly  justify  a  corporation  which  is  dealing  with  the 
general  public,  whose  stockholders  are  scattered  broadcast  aU  over 
the  country,  in  thus  attempting  to  deceive  them  for  the  purpose  of 
keeping  them  satisfied  and  contented,  especially  when  the  prime  object 
in  doing  this  is  to  secure  the  confidence  of  the  public,  so  that  it  may 
secure  other  and  further  subscriptions.  We  believe  that  corporations 
should  deal  not  only  fairly  but  candidly  with  their  stockholders,  and 
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to  pay  a  stockholder  a  dvidend  out  of  his  own  paid-in  money  is  mis- 
leading and  indefensible. 

Dividends  should  never  be  paid  out  of  anything  except  profits  or 
surplus  accumulated  from  former  profits.  It  is  a  common  method 
resorted  to  by  those  who  are  exploiting  corporations  and  fleecing  the 
general  public  by  confidence  games  to  pay  oack  in  large  dividends  a 
certain  part  of  the  amount  put  in,  and  tnus  make  the  investor  believe 
the  corporation  is  earning  large  profits  when  it  is  not  earning  anything. 
This  is  not  commendable,  and  in  fact  is  highly  censurable.  It  is  one 
of  the  common  schemes  devised  to  defraud,  and  certainly  never  ought 
to  be  resorted  to  by  insurance  companies  that  hold  a  very  delicate 
and  sensitive  relation  to  the  general  public. 

As  to  the  second  justification,  namely,  that  many  other  insurance 
companies  pay  dividends  when  for  the  particular  year  their  under- 
writmg  busmess  shows  a  loss;  the  attention  of  the  committee  has 
been  called  to  a  number  of  such  instances,  but  our  attention  was  not 
called  to  any  company  where  the  dividend  was  paid  notwithstanding 
the  fact  that  there  were  no  profits  for  that  year  and  no  surplus  on 
hand  from  prior  profits. 

In  the  present  case  there  were  no  profits  out  of  which  the  dividends 
could  be  paid  and  no  earned  surplus,  and  therefore  the  only  fund  out 
of  which  they  could  be  or  were  paid  was  money  which  had  been  paid 
in  by  the  stockholders. 

We  do  not  believe  that  from  any  standpoint  the  payment  of  the 
dividends  for  1912  was  justifiable.  On  the  other  hand,  we  believe 
that  it  was  calculated  to  deceive  and  mislead  the  present  stockholders 
and  those  contemplating  purchasing  stock  by  holding  out  to  the 
general  public  the  idea  that  the  company  was  earning  the  money 
from  which  dividends  were  paid. 

If  such  was  not  the  intent  or  design,  we  believe  that  a  candid  state- 
ment of  the  facts  should  have  accompanied  the  dividend  checks. 


MANAGEMENT. 


The  company  is  managed  by  15  directors,  their  names  and  the 
number  of  shares  held  by  each  are  as  follows: 


Shares. 

George  W.  Atkinson 10 

Caiarles  F.  Canisi 55 

John  W.  Childress 30 

Allen  C.  Clark 10 

F.  T.  Dubois Nil. 

F.S.Dudley 20J 

Ashley  M.  Gould 10 

P.  F.  Grove 10 


Shares. 

Robert  N.  Harper 297 

W.F.Roberts 40 

J.  L.  Smith 10 

R.  R.  Tuttle 149i 

M.  Wiegand 10 

R.Wightman l^ 

Robert  J.  Wynne 10 


It  will  be  noted  that  the  directors  managuig  this  company  have  a 
Tery  small  amount  of  capital  stock  in  it,  and  consequently  have  but 
a  small  interest  in  the  earnings  of  the  company.  It  may  be  seriously 
questioned  whether  the  directors  having  so  small  an  interest,  as 
shown  by  this  list,  will  give  to  its  affairs  the  requisite  amount  of  care 
and  attention'  to  secure  for  the  company  successful  management. 
The  evidence  in  this  case  shows  that  the  officers  and  directors  have 
but  little  to  do  with  the  internal  management  of  this  company,  ex- 
cept in  so  far  as  passing  upon  loans  and  securities.     The  whole  under- 
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writing  operations  of  the  company  are  practically  intrusted  to  the 
corporation  of  Tuttle,  Wightman  &  Dudley.  They  practically  pass. 
on  the  issuance  of  all  policies.  They  have  no  personal  liability,  how- 
ever, upon  those  policies.  Their  direct  interest  is  in  the  premium 
received.  It  would  be  but  human  nature  to  expect  them,  therefore, 
to  be  more  interested  in  the  question  as  to  the  amount  of  premiums 
received  than  in  the  losses  sustained,  and  if  there  was  a  serious  ques- 
tion as  to  whether  or  not  a  policy  should  issue,  it  would  not  be  im- 
pugning human  nature  to  say  that  self-interest  would  lead  them 
naturally  to  resolve  the  doubt  in  favor  of  their  own  interests. 

After  a  somewhat  careful  examination  of  the  witnesses  on  this 
branch  of  the  case,  we  were  unable  to  find  anyone  connected  with 
the  active  management  of  the  company  who  was  not  also  a  member 
of  the  corporation  of  Tuttle,  Wightman  &  Dudley.  In  other  words, 
that  there  is  no  one  now  connected  with  the  company  that  is  actively 
and  aggressively  looking  after  its  iuterests.  We  believe  that  in  this 
fact  lies  the  trouble  that  has  come  to  this  company. 

The  report  of  the  actuary  employed  by  the  committee  shows: 

The  fire  losses  incurred  during  the  year  1912,  together  with  adjusting  expenses,, 
were  117  per  cent  of  the  net  premium  income.  We  find  that  no  extraordinary  losses 
occurred  m  any  one  place,  and  that  the  average  loss  was  not  large. 

This  clearly  shows  that  the  extraordiaary  loss  of  1912  was  not  due 
to  any  special  or  large  conflagrations.  It  shows  very  clearly  that 
the  large  losses  of  the  company  were  due  primarily  to  the  selection 
of  risks. 

It  is  true  that  fire  losses  generally  for  1912  were  heavy,  but  our 
attention  has  not  been  called  to  the  experience  of  any  other  company 
which  was  as  disastrous  as  this  one.  We  fear  that  the  specially  large 
losses  were  due  to  the  manner  of  selecting  risks,  and  we  feel  warranted 
in  at  least  believing  that  this  trouble  will  continue  as  long  as  the 
parties  approving  me  poUcies  are  primarily  interested  only  iu  the 
premiums. 

The  underwriting  contract  heretofore  referred  to  between  this 
company  and  Tuttle,  Wightman  &  Dudley  runs  for  a  period  of  15 
years,  and  we  can  not  believe  that  this  company  can  prosper  under 
that  arrangement.  Every  instinct  of  human  nature  will  tend  at 
least  to  induce  Tuttle,  Wightman  &  Dudley  to  look  to  the  question 
of  premiums  rather  than  losses,  and  however  good  men  they  may  be, 
this  interest  in  the  premiums  will  disqualify  them  from  giving  careful 
and  proper  consideration  to  the  selection  of  risks. 

The  other  oflicers  and  directors  of  the  company  clearly  recognize 
the  danger  of  this  situation,  but  they  express  the  behef  that  since 
Tuttle,  Wightman  &  Dudley  must  depend  for  their  profits  upon  the 
continuing  in  business  of  the  company  that  they  will  be  very  careful 
not  to  render  the  company  insolvent  or  to  repeat  the  term  most  com- 
monly used  in  the  evidence,  "would  not  burn  it  up." 

This  suggestion  has  some  force  in  it,  but  hardly  meets  the  situation. 
Corporations  of  this  kind  are  organized  for  the  purpose  of  securing 
profits  to  its  stockholders.  It  is  not  quite  sufficient  to  merely  keep 
the  company  ahve,  so  that  certain  of  its  officers  and  favored  stock- 
holders should  reap  large  profits.  It  should  be  so  conducted  as  to 
have  its  legitimate  profit  inure  to  the  benefit  of  the  stockholders. 

We  have  no  doubt  but  what  Messrs.  Tuttle,  Wightman  &  Dudley 
would  be  sufficiently  interested  in  the  company  if  possible  to  prevent 
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its  insolvency,  because  with  its  insolvency  would  expire  their  lucrative 
contract.  They  would  doubtless  be  careful  not  to  kill  the  hen  (or 
goose)  that  lays  the  golden  egg,  but  we  have  a  serious  suspicion  that 
they  are  too  close  to  the  nest  and  might  easily  beat  the  other  stock- 
holders to  it  if  golden  eggs  were  laid.  As  they  are  situated,  under 
this  arrangement  they_  are  the  only  ones  who  know  where  the  nest  is 
and  are  the  only  ones  in  a  position  to  know  when  the  golden  eggs  aie 
laid,  and  it  is  tempting  human  nature  too  much  to  leave  them  in  a 
position  to  gather  them  for  their  own  use. 

The  officers,  directors,  and  managers  of  corporations  that  are  in 
actual  control  of  its  management  should  be  interested  primarily  in 
running  the  corporation  for  the  benefit  of  the  stockholders  and  not  for 
themselves  or  an  organization  within  the  corporation  of  which  they 
are  a  part.  In  our  opinion  this  corporation  can  not  have  permanent 
prosperity  until  such  reorganization  shall  take  place  as  will  make  its 
officers  interested  in  the  company,  and  not  in  a  particular  corporation 
that  is  profiting  by  its  operations. 

Pbotective  Holding  Corporation  of  Sybacuse,  N.  Y.,  and  the 
Protective  Fire  Insurance  Co. 

In  the  resolution  under  which  we  are  acting  we  were  instructed  to 
investigate — 

Tuttle,  Wightman  &  Dudley  (Incorporated),  *  *  »  together  with  those  of  their 
associates,  representatives,  and  agents. 

As  the  Protective  Holding  Corporation  of  Syracuse,  N.  Y.,  pur- 
chased the  Commercial  Fire  Insurance  Co.,  and  as  R.  R.  Tuttle, 
president  of  Tuttle,  Wightman  &  Dudley  (Inc.),  and  as  Wightman  and 
Dudley  were  also  connected  with  it,  it  became  necessary  for  us  to 
examine  somewhat  carefully  the  history  of  that  organization,  and  the 
connection  of  these  men  with  it. 

The  Protective  Holding  Corporation  was  organized  in  the  State  of 
New  York  on  November  13,  1909,  with  an  authorized  capital  of 
$400,000.  It  was  organized  for  the  purpose  of  raising  funds  to  provide 
capital  and  surplus  for  an  insurance  company  to  be  known  as  the 
Protective  Fire  Insurance  Co.  The  incorporators  of  this  company 
were  as  follows: 

Shares, 

WiUiam  N.  Titcomb,  Syracuse,  N.  Y 5 

Frank  S.  Thompson,  Syracuse,  N.  Y 1 

Henry  O.  Freeman,  Syracuse,  N.  Y 1 

Mr.  William  N.  Titcomb  was  employed  in  the  office  of  the  Robert  R. 
Tuttle  Underwriting  Agency.  The  first  meeting  was  held  in  Syracuse, 
November  22,  1909,  and  William  N.  Titcomb  was  elected  president, 
and  Frank  S.  Thompson,  secretary  and  treasurer.  At  that  meeting 
a  resolution  was  passed — 

authorizing  the  officers  to  enter  into  a  contract  with  the  Tuttle  Underwriting  Agency, 
a  corporation,  having  its  principal  office  at  Syracuse,  N.  Y. — 

Of  which  Robert  R.  Tuttle  was  president. 

This  contract  was  almost  identical  in  terms  and  provisions  with 
the  underwriting  contract  made  with  the  Commercial  Fire  In- 
surance Co.  It  provided,  in  substance,  that  the  Tuttle  Underwriting 
Agency  should  have  fuU  power  and  authority,  as  general  manager, 
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and  the  sole  and  exclusive  right  to  write  &e  insurance  for  the 
company — 

to  accept  or  reject  or  reinsure  risks;  to  receive  moneys  for  premiums  and  indorse 
checks  drawn  in  the  name  of  the  company;  to  appoint  and  remove  general  and  local 
agents,  and  to  adjust  and  pay  losses. 

This  contract  was  to  remain  in  force  for  15  years.  The  Tuttle' 
Underwriting  Agency  was  to  receive  35  per  cent  of  the  gross  pre- 
miums written;  was  to  pay  all  expenses  of  operating  the  company 
except  sa,laries  of  officers,  taxes,  insurance  department  fees,  and 
maps,  which  were  to  be  paid  by  the  company. 

This  contract  was  signed  on  the  part  of  the  company  by  Mr.  Tit- 
comb,  as  president,  and  Mr.  Thompson,  as  secretary;  and  on  the 
§art  of  the  Tuttle  Underwriting  Agency  by  Robert  R.  Tuttle,  presi- 
ent.  On  the  following  day  a  special  meeting  of  the  board  of  direc- 
tors was  called,  and  Mr.  Titcomb  resigned  as  president  and  Robert 
R.  Tuttle  was  chosen  president. 

This  transaction  would  be  open  to  the  suspicion,  at  least,  that 
Mr.  Titcomb  was  put  up  as  a  straw  president,  so  that  he  might  sign 
a  contract  with  Tuttle,  who  was  the  real  president.  It  probably 
was  done  for  the  purpose  of  avoiding  the  criticism  which  would  have 
resulted  had  Tuttle,  as  president  of  the  holding  corporation,  made  a 
contract  with  himself  as  president  of  the  Tuttle  Underwriting 
Agency. 

This  contract  came  under  the  scrutiny  and  criticism  of  the  insur- 
ance department  of  New  York,  September  20,  1910,  in  which  the 
foUowing  criticism  was  made: 

This  contract  would  seem  to  be  open  to  criticism  for  the  reason  that  the  insurance 
conipany  for  a  period  of  15  years  delegates  all  of  its  powers,  affecting  the  conduct  of 
its  business,  to  another  corporation,  the  principal  officer  of  which  acts  in  the  dual 
capacity  as  president  for  the  holding  corporation  and  the  underwriting  agency. 

Furthermore,  the  rate  of  coromissions,  the  contingent  profits,  the  mode  and  man- 
ner provided  for  the  termination  of  the  contract  on  the  whole  appear  to  be  more  in 
favor  and  advantageous  to  the  underwriting  agency  than  to  the  msurance  company. 
In  fact,  it  is  difficult  to  conceive  of  any  special  advantage,  aside  from  the  services  of 
the  underwriting  agency,  to  be  derived  by  the  insurance  company  as  a  result  of  the 
contract. 

Generally  speaking,  the  contract  on  the  whole  appears  to  have  been  devised  for  the 
special  use  and  benefit  of  the  underwriting  agency. 

On  account  of  these  criticisms  of  the  department,  this  contract 
was  voluntarily  canceled. 

It  will  be  noted  that  the  criticism  of  the  New  York  insurance  de- 
partment of  that  contract  is  almost  identical  with  the  criticism  that 
the  majority  of  this  committee  makes  of  the  present  contract  with 
the  Commercial  Fire  Insurance  Co. 

It  will  further  be  noted  that  the  relations  of  Tuttle  to  the  two  com- 
panies are  identical.  He  was  president  of  the  Protective  Holding 
Corporation  and  president  of  the  underwriting  agency.  He  is  now 
president  of  Tuttle,  Wightman  &  Dudley  and  president  of  the  Com- 
mercial Fire  Insurance  Co. 

On  January  28,  1910,  the  company  entered  into  a  contract  with 
Wightman  &  Dudley,  "advertising  and  mail-order  specialists"  for 
the  purpose  of  selling  the  stock  of  the  corporation  to  the  public 
through  the  mails  on  the  installment  plan!  By  the  terms  of  that 
contract  the  firm  of  Wightman  &  Dudley  was  to  receive  a  commis- 
sion of  12^  per  cent  on  the  gross  amount  of  all  subscriptions  secured, 
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either  directly  or  indirectly,  or  received  through  the  mails  from  sub- 
scribers as  a  result  of  advertising  and  circularization.  They  were  to 
receive  their  commission  out  of  the  first  installments. 

In  addition  to  this,  Wightman  &  Dudley  were  to  receive  a  com- 
mission of  2^  per  cent  on  all  sales  made  direct  by  the  corporation. 

About  the  20th  of  September,  1910,  the  Tuttle  Underwriting 
Agency  and  the  firm  of  Wightman  &  Dudley  formed  a  copartner- 
ship, under  the  name  and  style  of  Tuttle,  Wightman  &  Dudley,  and 
took  over  the  contracts  that  had  been  made  with  them  severally. 

The  literature  of  prospectuses  issued  by  the  new  firm  also  came 
under  the  criticism  of  the  New  York  insurance  department,  and 
those  criticisms  were  largely  heeded  and  corrected  in  subsequent 
issues.  It  is  but  fair  to  say  that  most  of  the  things  that  elicited 
criticism  from  the  New  York  insurance  department  have  been 
carefully  avoided  or  evaded  in  the  literature  issued  by  Tuttle,  Wight- 
man  &  "Dudley  in  the  sale  of  the  stock  of  the  Commercial  Fire  Insur- 
ance Co. 

The  statement  of  the  New  York  insurance  department  shows 
that  on  September  20,  1910,  there  had  been  issued  $213,500  sub- 
scriptions to  this  company,  one-half  of  which  was  for  capital  and 
one-half  for  surplus.  Of  the  $106,750  that  had  been  subscribed  to 
the  surplus  fund;  $47,843,  or  an  equivalent  of  about  45  per  cent 
of  the  surplus,  had  been  consumed  as  expenses.  After  the  under- 
writing contract  with  the  Tuttle  agency  and  the  stock-selling  con- 
tract with  Wightman  &  Dudley  had  fallen  under  the  criticism  of 
the  New  York  insurance  department,  they  were  both  canceled, 
and  a  new  contract  was  made  direct  with  Tuttle,  Wightman  &  Dudley, 
on  October  1,  1910,  cutting  down  the  stock-selling  contract  to  5 
per  cent  and  reducing  the  underwriting  contract  from  15  years  to 
1  year,  with  sUght  changes  in  commission  provisions. 

The  Protective  Fire  Insurance  Co.  was  a  correlated  company  of 
the  Protective  Holding  Corporation.  It  was  organized  June  21, 
1909.  It  was  intended  to  use  the  funds  which  had  been  collected 
by  the  holding  corporation  in. purchasing  the  stock  of  this  insurance 
company. 

On  August  1,  1910,  the  holding  corporation  had  available  for  the 
capital  and  surplus  of  the  insurance  company:  Cash,  $26,263.08; 
subscription  notes  amounting  to  $45,236;  uncollected  installments 
on  subscriptions,  $96,927.71.  And  on  the  9th  day  of  August,  1910, 
the  Protective  Holding  Corporation  passed  a  resolution — 

Authorizing  the  executive  committee  to  enter  into  a  contract  to  purchase  sufficient 
stock  of  the  Protective  Fire  Insurance  Co.  to  obtain  and  retain  control  ol  that 
corporation. 

Second.  That  the  executive  committee  take  such  action  as  is  necessary  on  the  part 
of  the  corporation  to  arrange  with  the  Protective  Fire  Insurance  Co.  and  with  Wight- 
man  &  Dudley  for  the  contract  sale  of  a  portion  of  the  stock  of  the  Protective  Fire 
Insurance  Co. 

A  contract  was  then  entered  into  between  the  insurance  company 
and  the  Tuttle  Underwriting  Agency  for  15  years,  with  substantially 
the  same  terms  and  provisions  as  contained  in  the  contract  with  the 
Commercial  Fire  Insurance  Co.  This  agreement  was  executed  by 
Robert  R.  Tuttle,  acting  as  president  of  the  underwriting  agency, 
and  by  William  N.  Titcomb,  an  employee  of  Robert  R.  Tuttle,  acting 
as  president   of   the   holding   corporation.     Immediately  after  the 
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execution  of  the  above  agreement,  William  N.  Titcomb  resigned  as 
president  of  the  holding  corporation,  and  JVIr.  Tuttle  was  elected  in 
his  place. 

This  company  applied  for  a  license  to  do  business  in  the  State  of 
New  York,  and,  as  near  as  we  can  imderstand  the  record,  was  refused 
the  license  because  of  the  manner  and  nature  of  the  organization  and 
the  character  of  the  literature  used  in  its  promotion.  This  was  in 
the  early  part  of  1911;  and  the  officers  of  the  holding  corporation, 
headed  by  Mr.  Tuttle,  sought  an  investment  of  the  funds  of  that  cor- 
poration in  .an  insurance  company  in  some  other  locality  in  which 
they  could  do  business,  and  they  chose  the  District  of  Columbia,  and 

Purchased  the  controlling  interest  in  the  Commercial  Fire  Insurance 
b.,  as  we  have  heretofore  set  out. 

We  find  that  neither  Tuttle,  Wigbtman,  or  Dudley,  prior  to  the 
taking  hold  of  the  Commercial  Fire  Insurance  Co.,  had  any  actual 
experience  in  the  handling  of  insurance  companies.  Mr.  Tuttle  had 
for  many  years  been  interested  as  an  underwriter,  and,  from  the  tes- 
timony before  the  committee,  had  conducted  a  very  successful  and 
profitable  tmderwriting  agency  at  Syracuse,  N.  Y.,  and  elsewhere  for 
a  good  many  years.  Messrs.  Wightman  and  Dudley  are  not  insurance 
men.  They  are  what  is  commonly  known  as  promoters,  and  have 
conducted  several  quite  successful  eflForts  in  selling  capital  stock  of 
companies  through  the  mails. 

FmsT  National  Fire   Insurance   Co.   of  the  United  States. 

This  company  was  incorporated  under  the  laws  of  the  District  of 
Columbia'  on  July  9,  1912.  The  capital  stock  of  the  corporation  was 
fixed  at  $250,000,  divided  into  50,000  shares  of  $5  each. 

On  December  23,  1912,  at  a  meeting  of  the  stockholders,  it  was  re- 
solved to  increase  the  capital  to  $1,000,000.  On  December  30, 
1912,  a  certiJ&cate  was  filed  with  the  Recorder,  of  Deeds  that  the 
amount  of  capital  actually  paid  in  was  $320,000.  The  scheme  or 
plan  of  organizing  this  company  was  conceived,  as  shown  by  the  testi- 
mony, either  by  Mr.  Tuttle  or  Mr.  Wightman.  Prior  to  July  9,  1912, 
the  work  of  organization  was  carried  on  by  an  organization  commit- 
tee, the  first  meeting  of  which  was  held  on  January  5,  1912.  This 
committee  worked  through  an  executive  commiteee.  On  that  date 
the  organization  conamittee  executed  a  contract  with  Tuttle,  Wight- 
man  &  Dudley  for  the  securing  of  stock  subscriptions,  somewhat  sim- 
ilar to  the  contract  held  by  them  with  the  Commercial  Fire  Insurance 
Co.  They  were  to  receive  7^  per  cent  commission  and  the  expenses 
of  selling  the  stock,  the  expense  account,  however,  not  to  exceed  12^ 
per  cent. 

The  accounts  of  the  organization  committee  were  kept  distinct 
up  to  July  15,  1912,  when  the  total  was  transferred  to  the  books  of 
the  new  corporation. 

The  first  subscriptions  to  stock  in  this  company  were  received 
March  1,  1912.  On  July  11,  1912,  two  days  after  its  organization, 
the  company  executed  an  underwriting  contract  with  Tuttle,  Wight- 
man  &.  Dudley  (Inc.),  and  the  stock  sales  and  underwriting  con- 
tracts heretofore  entered  into  by  the  organization  committee  were 
ratified  by  the  company. 

The  company  started  to  write  business  in  December. 
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The  followmg  were  the  first  ofiicers  of  the  company: 

Robert  J.  Wynne,  president. 
Ashley  M.  Gould,  vice  president. 
W.  J.  Davis,  secretary. 
C.  F.  Carusi,  counsel. 

This  company  had  done  but  little  business  up  to  the  time  covered 
by  this  investigation. 

The  statement  of  that  company  appears  as  follows: 

Vncome  and  expenditures  for  the  period  ending  Dec.  SI,  191?, 

Preminm  income: 

Gross  premiums $7, 513.  41 

Less  unearned  premiums  Dec.  31,  1912 6,909.25 

Gross  premium  income 604. 16 

Less  returned  premiums 254.  53 

Net  premium  income 349.  63 

Deduct  fire  losses , 162.  50 

Gross  underwriting  profit .' 187. 13 

Deduct  underwriting  expenses — 

Commissions $130.  53 

Taxes  and  fees 391. 07 

Salaries  of  officers  and  employees  and  finance  com- 
mittee fees 4, 149.  40 

Supplies 490.85 

Miscellaneous 577.  72 

Furniture  and  fixtures 150. 00 

Protested  checks 125.  00 

■ ■ 6,014.57 

Net  underwriting  loss 5, 827. 44 

Add  miscellaneous  income- 
Interest  on  investments  and  commissions  on  loans $5, 993.  28 

Bents  from  tenants  of  Southern  Building 8, 379. 19 

14, 372.  47 

Deduct  miscellaneous  expenses: 

Depreciation  in  market  value  of  investments 988.  25 

Expenses  of  Southern  Building 7, 858.  68 

Expenses  of  investigation 4, 854.  80 

^ 13, 70L  73 

Net  loss  carried  on  balance  sheet 5, 156.  70 

The  net  loss  of  $5,156.70  is  not  real,  as  it  only  represents  a  result 
obtained  by  departmental  bookkeeping.  There  is  nothing  either  in 
the  statement  or  in  the  record  which  shows  whether  this  company  has 
up  to  date  made  or  lost  money  on  its  insurance  business. 

The  contracts  of  underwriting  and  stock  selhng  in  this  company  are 
substantially  the  same  as  the  ones  with  the  Commercial  Fire  Insurance 
Co.,  and  all  the  criticisms  that  we  have  made  upon  those  contracts 
apply  with  substantially  the  same  force  to  these  contracts. 
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TUTTLE,  WiGHTMAN    &   DuDLEY    (Inc). 

The  firm  of  Tuttle,  Wightman  &  Dudley  was  incorporated  Novem- 
ber 23,  1911,  and  the  contracts  by  them  as  a  copartnership  with  the 
'Commercial  Fire  Insurance  Co.  were  by  them  assigned  to  the  corpora- 
tion, and  this  assignment  was  confirmed  by  appropriate  action  of  the 
"directors  af  the  insurance  company. 

The  incorporators  of  this  company  were  R.  R.  Tuttle,  R.  Wightman, 
F.  S.  Dudley,  W.  J.  Davis,  and  C.  F.  Carusi.  The  company  had  a  cap- 
ital stock  of  $10,000,  divided  into  1,000  shares  at  $10  each.  The  cap- 
ital stock  of  -this  company  was  paid  for  by  Tuttle,  Wightman  & 
Dudley  by  their  paying  in  $1,000  in  cash  and  transferrmg  to  the 
company  the  good  will  of  the  firm  of  Tuttle,  Wightman  &  Dudley. 

On  December  31, 1912,  the  stock-transfer  book  shows  the  following 
stockholders  and  the  amount  of  their  holdings: 

Par  value. 

Charles  F.  Carasi $750 

W.J.  Davis 20 

P.  S.  Dudley 3,000 

Ashley  M.  Gould 100 

R.  R.  Tuttle 3, 000 

R.  Wightman 3, 000 

Stock  in  treasury 130 

Total 10, 000 

From  the  evidence  introduced  it  appears  that  no  actual  cash  was 
paid  into  this  company  except  the  $1,000  above  referred  to.  It  ap- 
pears that  all  of  the  stock  was  originally  issued  to  Messrs.  Tuttle, 
Wightman  &  Dudley,  and  that  each  of  them  turned  back  into  the 
treasury  33J  shares,  and  of  this  treasury  stock  75  shares  were  issued 
to  C.  F.  Carusi,  two  shares  to  W.  J.  Davis,  and  10  shares  to  A.  M. 
Gould. 

Neither  Mr.  Carusi,  Mr.  Davis,  nor  Mr.  Gould  paid  anything  for  this 
stock,  except  perhaps  by  services  rendered  or  to  be  rendered.  The 
books  of  this  corporation  were  started  in  March,  1911,  although  the 
incorporation  did  not  take  legal  form  until  November  23,  1911. 

We  find  that  Tuttle,  Wightman  &  Dudley  had  received  in  all, 
under  its  contracts  with  the  Commercial  Fire  Insurance  Co.  and  the 
First  National  Fire  Insurance  Co.  as  follows: 

For  selling  Commercial  stock •. $130, 795. 80 

For  selling  First  National  stock ._ 223, 224. 13 

Commercial  Fire  Insurance  Co.,  underwriting  commissions 89, 124. 52 

First  National  Insiirance  Co.,  underwritiag  commissions 2, 720. 53 

Total 445, 864. 98 

Out  of  this  amount  they  paid  the  underwriting  and  stock  sales 
expenses.  We  are  not  able  to  determine  exactly  the  expenses  of 
Tuttle,  Wightman  &  Dudley  in  the  execution  of  these  contracts  for 
the  year  1912,  but  it  would  seem  that  they  made  a  net  profit  of 
$137,105.24. 
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They  declared  dividends  amounting  to  $108,420,  as  shown  by  the 
following  table: 

Dividends  paid  during  year  1912. 


Date. 


Amount 
paid. 


Distributed  as  follows: 


E.R. 
Tuttle. 


E. 

Wight- 

manr 


F.  S. 
Dudley. 


C.  F. 
Carusi. 


A.M. 
Gould. 


W.J. 
Davis; 


1912. 

Feb.3 

Mar.  7 

Apr.  4 

Mays 

June  1 

June  7 

June  IS  and  18 

Julyl 

July2 

July  16 

Aug.  2 

Aug.  6 

Aug.  13 

Sept.6 

Oct.  I8nd2 

Oct.  5 

Deo.3 

Total 


$937 

937 

937 

1,974 

3,135 

900 

900 

2,250 

7,620 

4,885 

9,920 

9,770 

9,770 

10,070 

19,740 

4,935 

19, 740 


108,420 


S300 

300 

300 

600 

900 

300 

300 

750 

2,260 

1,500 

3,000 

3,000 

3,000 

3,000 

6,000 

1,500 

6,000 


1300 

300 

300 

600 

900 

300 

300 

750 

2,260 

1,600 

3,000 

3,000 

3,000 

3,000 

6,000 

1,600 

6,000 


$300 

300 

300 

600 

900 

300 

300 

750 

2,250 

1,600 

3,000 

3,000 

3,000 

3,000 

6,000 

1,600 

6,000 


$25 

25 

26 

150 

375 


750 
375 
760 
750 
750 
760 

1,500 
375 

1,500 


33,000 


,000        33,000 


8,100 


$10 
10 
10 
20 
50 


100 


150 


300 

200 
50 
200 


S2 
2 
2 

4 
10 


20 
10 
20 
20 
20 
20 
40 
10 
40 


In  addition  to  these  dividends  paid,  Messrs.  Tuttle,  Carusi,  Gould, 
and  Davis  have  received  salaries  as  officers  and  directors  of  one  or 
both  of  the  insurance  companies.  Mr.  Tuttle  is  president  of  the 
Commercial  Fire  Insurance  Co.  and  receives  a  salary  of  $1,000  per 
year.  Judge  A.  M.  Gould  is  vice  president  of  both  fire  insurance 
companies  and  receives  a  salary  of  $750  a  year  from  each  of  them. 
Mr.  Davis  is  secretary  of  the  First  National  at  a  salary  of  $2,000  per 
year. 

It  will  thus  be  noticed  that  the  officers  and  stockholders  of  Tuttle, 
Wightman  &  Dudley  (Inc.)  are  actively  connected  with  the  manage- 
ment of  the  insurance  companies. 

The  insurance  companies,  during  1912,  show  an  underwriting  loss 
of  $137,114.14.  Tuttle,  Wightman  &  Dudley  (Inc.),  for  the  same 
period,  show  a  net  profit  of  $137,105.24,  independent  of  salaries 
received  by  the  officers  of  this  company  from  the  insurance  com- 
panies. This  ou^t  to  suggest,  at  least,  that  it  is  not  a  good  policy 
to  have  the  officers  and  directors  of  the  insurance  companies  inter- 
ested in  companies  showing  such  large  profits  derived  from  contracts 
made  with  the  insurance  companies  largely  through  themselves. 

APPRAISEMENT   OF   THE    SOUTHERN    BUILDING. 


Under  the  resolution  we  were  directed — 

to  appraise  the  property  real  and  personal  belonging  to  said  corporation  or  either  of 
them. 

Much  time  was  consumed  in  this  investigation  in  determining  the 
value  of  what  is  known  as  the  Southern  Building.  The  importance 
of  determining  the  value  of  this  building  is  apparent  from  the  record 
in  this  hearing. 
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The  Commercial  Fire  Insurance  Co.  had  suffered  a  loss  on  its  under- 
writing business  for  the  year  1912  of  about  $132,000.  In  addition  to 
that  the  company  had  paid  dividends  aggregating  $28,000.  Without 
any  enhancement  of  its  real  estate  value  flie  company  would  therefor© 
have  shown  a  depletion  of  its  surplus  by  about  $160,000. 

By  an  appraisement  of  the  real  estate  known  as  the  Southern 
BuUding,  made  by  the  insurance  department  of  the  city  of  Washing- 
ton at  the  request  of  the  insurance  companies,  the  value  of  the  buUd- 
ing  was  placed  at  $453,430  more  than  the  reported  cost  to  th» 
insurance  companies. 

As  the  Conmiercial  Fire  Insurance  Co.  was  the  owner  of  one-half 
of  this  buUding,  it  increased  its  assets  by  $226,715,  and  this  more- 
than  offset  the  underwriting  loss  of  the  company  for  that  year.  The- 
propriety  or  correctness  of  this  appraisement  was  sharply  called  in, 
question  by  the  evidence  in  this  case.  It  was  apparent  from  the 
beginning  that  there  were  two  interests  contending  in  this  hearing 
for  different  results.  It  was  apparent  to  the  committee  that  there 
were  certain  witnesses  that  were  anxious  to  keep  down  the  value  of 
this  property  for  fear  that  it  would  affect  the  assessed  valuation  of 
property  in  that  neighborhood.  On  the  other  hand;  there  was  a 
class  of  witnesses  that  seemed  desirous  of  raising  the  value  of  this, 
property  as  high  as  permissible  with  an  evident  desire  of  inflating 
values  in  that  neighborhood. 

We  have  tried  to  entirely  disregard  the  motives  of  both  parties 
and  have  sought  by  the  best  tests  that  we  could  secure  to  ascertain 
the  real  value  of  this  property,  which  we  confess  is  very  difficult  to. 
do  from  the  conflicting  testimony  introduced. 

There  are  evidently  three  methods  by  which  the  value  of  real  prop.^^ 
erty  may  be  ascertained,  or  at  least  tested ;  none  of  them  perfect,  and 
neither  of  them  conclusive: 

First.  The  cost  of  the  property. 

Second.  Its  general  selling  or  commercial  value. 

Third.  Its  earning  capacity. 

We  have  sought  ^1  the  evidence  obtainable  on  the  three  methods,, 
and  submit  herewith  the  facts  bearing  upon  the  same,  together  with 
our  conclusions  thereon. 

GROUND    VALUE. 

The  ground  upon  which  the  Southern  Building  is  constructed  is  at. 
the  comer  of  H  and  Fifteenth  Streets  NW.,  and  was  formerly  occu-. 
pied  as  a  church  site  of  the  St.  Matthews  Church.  In  1909  this 
property  was  sold  by  the  church  to  a  syndicate  for  $18  per  square 
foot,  or  a  total  of  $400,000.  The  syndicate  turned  it  over  to  the 
Southern  Building  Corporation  for  $400,000  in  cash  and  $110,000  of 
the  preferred  stock  of  the  Southern  Building  Corporation. 

Without  a  doubt  the  ground  values  have  increased  very  rapidly- 
in  that  section  and  from  aU  the  evidence  introduced  before  the  com- 
mittee we  think  it  is  now  fairly  worth  $40  per  square  foot,  and  as. 
there  are  22,218  feet  in  the  tract,  it  would  make  its  present  cash 
value  $888,720. 
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It  is  quite  difficult  for  us  to  determiae  from  the  evidence  in  this 
case  the  exact  value  of  the  building.  It  was  constructed  by  the 
Thompson-Starrett  Co.  under  contract  for  $681,840.92.  There  were 
some  items,  however,  that  could  be  fairly  considered  as  a  part  of  the 
cost  of  the  building,  not  included  in  this  contract,  among  which  we 
might  mention  the  architect's  fees  of  $60,000,  also  carrymg  charges 
during  the  period  of  construction.  We  have  not  had  submitted  to 
us  accurate  figures  on  all  of  these  matters,  and  necessarily  our  con- 
clusions are  in  part  by  way  of  deduction  from  the  facts  disclosed. 

Mr.  James  ^I.  Baker,  who  was  the  treasurer  of  the  Southern  Build- 
ing Corporation  during  the  time  of  its  construction,  testified  that  the 
building  corporation  received  from  all  sources  available,  for  the 
purchase  of  tne  land  and  the  construction  of  the  building,  $1,275,000, 
and  that  this  amount  paid  for  the  ground  and  building,  and  left  no 
floating  debts  except  a  disputed  account  of  about  $20,000  with  the 
Thompson-Starrett  Co.  If  we  add  this  $20,000  to  the  cost  of  the 
building  and  grounds  we  will  find  that  the  total  amount  of  money  that 
went  into  the  grounds  and  building  was  $1,295,000.  The  ground 
cost  $510,000.  That  will  leave  the  money  available  for  the  building 
$785,000.  This  includas  the  interest  paiH  on  the  building  loan  and 
taxes  upon  the  land  during  that  period.  It  must  be  apparent  that  it 
would  not  be  fair  to  charge  to  the  cost  of  the  building  either  the  taxes 
or  the  interest  on  the  value  of  the  land  during  the  time  of  construction, 
if  we  credit  in  the  appraisement  the  full  amount  of  increase  in  the 
value  of  the  land.  Deducting  these  amounts  we  find  that  the  money 
actually  going  into  the  construction  of  the.  Southern  Building  was 
about  $770,000. 

Counsel  for  the  insurance  companies  insist  upon  adding  to  this  cost 
certain  improvements  put  into  the  building  by  the  United  States 
Trust  Co.,  and  which  cost  that  company  about  $76,000.  We  are 
whoUy  unable  to  understand  how  this  amount  can  be  considered  as  a 

?art  of  the  assets  of  the  insurance  companies.     The  Southern  Building 
orporation  did  not  put  this  property  in  the  building,  did  not  own  it, 
did  not  transfer  it  to  the  insurance  companies;  the  insurance  com- 

Sanies  do  not  get  any  rent  on  account  of  it  having  been  put  in,  nor 
o  they  in  fact  own  the  fixtures  and  improvements,  but  under  the 
contract  with  the  United  States  Trust  Co.  may  yet  have  to  pay  for  50 
per  cent  of  the  cost.  We  have,  therefore,  not  taken  into  consideration 
m  determining  the  cost  of  the  building  the  improvements  put  therein 
therein  by  the  United  States  Trust  Co. 

There  has  been  evidence  introduced  showing  that  the  cost  of  the 
construction  now  would  be  more  than  it  was  in  1910  when  this  building 
was  constructed.  The  consensus  of  opinion  as  expressed  by  the 
witnesses  is  about  5  per  cent  on  the  entire  value,  which  includes  both 
material  and  labor. 

But  as  the  building  has  depreciated  since  its  construction  by  wear 
and  tear  and  obsolescence  practically  the  same  amount,  we  have  felt 
that  a  fair  valuation  of  the  building  on  those  premises  is  about  its 
cost,  $770,000.  Figuring,  therefore,  the  land  at  its  present  value  and 
the  building  at  its  cost,  the  whole  property  would  now  be  worth 
$1,658,720. 


INVESTIGATION  OF  COMMBBCIAL  FIEB  INSUEANCB  CO.  ET  AL.       17 
COMMEKOIAL    VALUE. 

The  testimony  in  this  case  shows  the  ground  value  of  this  property 
to  vary  from  $25  to  $50  per  square  foot,  in  the  opinion  of  witnesses. 
Mere  opinion  is  an  unsafe  guide.  Perhaps  one  of  the  best  tests  that 
can  be  applied  to  the  value  of  real  estate  is  what  a  willing  seller  can 
get  from  a  willing  buyer.  The  evidence  In  this  case  discloses  the  fact 
that  this  property  had  been  on  the  market  for  a  year  or  more  prior 
to  the  time  of  its  purchase  by  these  insurance  companies  at  a  price 
rangmg  from  $1,550,000  to  $1,535,000.  The  best  offer  that  the 
Southern  Building  Corporation  had  secured,  however,  for  this  prop- 
erty was  $1,400,000. 

These  insurance  companies  purchased  this  property  just  a  short 
time  prior  to  the  appraisement  made  by  the  insurance  department. 
They  nad  purchased  it  by  acquiring  the  stock  of  the  company.  They 
gave  about  $150, OOD  for  the  stock  of  the  company,  and  there  was  at 
that  time  encumbrances  on  the  property  aggregating  $1,400,000,  so 
these  two  insurance  companies  paid  for  the  property  substantially 
$1,550,000. 

INCOME    TEST. 

The  value  of  improved  real  estate  is  always  more  or  less  clearly  de- 
termined by  the  mcome  that  it  produces.  There  has  been  a  good 
deal  of  testimony  of  a  more  or  less  unsatisfactory  nature  as  to  the 
rental  value  of  this  property. 

At  the  request  of  the  committee  Mr.  Thyson,  manager  and  book- 
keeper of  the  building,  submitted  the  following  letter  through  Mr. 
Robert  R.  Tuttle,  president: 

Complying  with  your  request  of  a  few  days  since,  I  take  pleasure  in  advising  you 
that  the  rentable  area  of  our  building  is  126,196  square  feet,  beginning  with  the  first 
and  ending  with  the  ninth  floors,  and  the  rental  charges  and  percentage  rented  for  the 
seven  months  beginning  June,  1912,  and  ending  December  31,  1912,  are  as  follows: 


Rental 
charge. 

Per  cent 
rented. 

June                                                                  ....         .         

$8,377.39 
9,834.45 
10,126.96 
10,330.95 
10, 548. 45 
9,966.72 
10, 104. 80 

76.7 

July 

90.0 

August                                                                                     

92.7 

94.5 

Octoter                                                                                             

95.0 

November                                              

90.3 

91.0 

From  the  above  it  vsrUl  appear  that  the  average  monthly  rental 
received  for  the  seven  months  preceding  December  31  was  $9,898.38. 
At  this  rate  the  building  would  yield  in  rent  $118,776  per  year.  As 
the  building  was  more  than  90  per  cent  rented  during  that  period  we 
think  that  represents  a  pretty  fair  expected  average,  and  we  are  safe 
in  saying  that  this  is  about  the  present  actual  rental  income. 

From  the  testimony  of  Mr.  Thyson,  the  annual  cost  of  running  the 
building,  incliiding  coal,  power,  janitor,  supplies,  etc.,  is  $24,916.44; 
taxes,  $13,000;  small  repairs  and  insurance,  $3,000;  a  total  expense 
of  $40,916.44. 

H.  Kept.  1581,  62-3—2 
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At  the  time  the  companies  purchased  this  property  there  was  a 
mortgage  on  it  to  the  Equitable  Life  Insurance  Co.  of  1800,000  at  5 
per  cent,  or  an  annual  interest  charge  of  $40,000  a  year. 

There  was  $600,000  of  second  and  third  mortgages  bearing  interest 
at  the  rate  of  6  per  cent,  or  making  an  interest  charge  of  $36,000. 

This  would  make  $116,916.44,  which  must  be  paid  out  of  the  income 
before  there  would  be  anything  to  apply  on  the  earnings  of  the  money 
invested  in  the  equity.  This  would  leave  only  $1,859.56,  or  less  than 
IJ  per  cent  income  on  the  $150,000  invested  in  equity. 

Figuring  strictly  on  the  income  basis,  it  would  look  like  the  insur- 
ance companies  had  paid  enough  for  the  equity  in  this  property. 

UNDERWRITING    CONTRACTS. 

The  underwriting  contract  of  the  Commercial  Fire  Insurance  Co. 
with  Tuttle,  Wightman  &  Dudley  will  be  found  in  volume  19,  page 
1451,  and  the  underwriting  contract  of  the  First  National  Fire  Insur- 
ance Co.  with  Tuttle,  Wi^tman  &  Dudley  will  be  found  in  volume 
28,  page  2092. 

The  effect  of  these  contracts  is  substantially  to  transfer  the  entire 
business  of  the  insurance  companies  to  Tuttle,  Wightman  &  Dudley 
(Inc.)  for  a  period  of  15  years.  This  will  clearly  appear  from  an 
examination  of  these  contracts. 

In  the  contract  with  the  Commercial  Fire  Insurance  Co.,  appear- 
ing on  page  1451  of  the  testimony,  is  this,  among  other  clauses: 

That  said  second  parties  (Tuttle,  Wightman  &  Dudley)  shall  be  knowD  as  managing 
underwriters  of  said  first  party  and  shall  have,  the  right  to  issue  or  cause  to  be  issued 
all  policies  of  fire  insurance  it  is  authorized  to  issue  with  power  to  fix  the  lines  and 
amounts  of  insurance  to  be  accepted  *  *  »  to  appoint  or  remove  all  subordinate, 
local,  or  general  agents  of  the  fire  insurance  business  of  first  party;  to  fix  their  rate  of 
compensation;  that  said  second  parties  shall  pass  upon  or  accept  or  reject  all  risks 
offered  to  the  company;  superintend  the  pajrment  of  losses;  answer  and  defend  in  the 
name  of  first  party  all  processes  and  issues  in  courts  of  law  or  equity  caused  or  growing 
out  of  said  fire  insurance  underwriting  business,  and  to  employ  necessary  counsel  in 
connection  therewith. 

From  this  it  will  be  seen  that  Tuttle,  Wightman  &  Dudley  have  the 
absolute  power  of  determining  what  pohcies  shall  issue.  It  would 
not  avail  the  insurance  conipany  to  protest  against  the  issuance  of  a 
policy  although  the  insurance  company,  and  not  Tuttle,  Wightman 
&  Dudley,  are  responsible  when  issued.  It  will  be  noted  also  that 
Tuttle,  Wightman  &  Dudley  determine  absolutely,  and  without  the 
consent  of  or  consultation  with  the  insurance  company,  whether  the 
loss  shall  be  paid  or  not.  Anyone  who  has  had  any  experience  in 
connection  with  insurance  knows  that  there  is  a  square  conflict  of 
interest  between  the  man  who  is  getting  the  insurance  and  the  com- 
pany which  has  to  pay  the  loss.  The  one  who  is  sohciting  insurance 
desires  to  have  the  losses  paid,  because  it  makes  it  easier  for  him  to 
secure  additional  insurance.  The  insurance  company,  however, 
that  is  interested  primarily  in  the  losses  may  often  feel  disposed  to 
resist  unjust  claims  but  under  this  contract  the  insurance  company 
has  nothing  to  say  about  that  matter. 

If  Tuttle,  Wightman  &  Dudley  thought  it  to  their  interest  to 
have  the  loss  paid,  it  must  be  done,  under  this  contract,  whatever 
the  legal  or  moral  rights  of  the  company.  Also,  under  this  contract, 
Tuttle,  Wightman  &  Dudley  may  employ  counsel  and  defend,  when 
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the  company  does  not  desire  to  stand  the  cost  and  expense  of  litiga- 
tion, but  this  matter  is  taken  out  of  their  hands  under  this  con- 
tract. The  hands  of  the  company  are  absolutely  tied  for  the  period 
of  15  years;  they  could  see  their  assets  being  consumed  by  improvi- 
dent underwriting  and  be  helpless  to  remedy  it. 

There  is  only  one  clause  in  the  contract  with  Tuttle,  Wightman 
&  Dudley  (Inc.)  which  gives  to  the  insurance  company  any  pro- 
tection, and  that  is  a  very  ineffective  one.     That  clause  is  as  follows; 

That  in  the  event  of  fire  losses  paid  by  the  firat  party  exceeding  in  any  calendar  year 
60  per  cent  of  the  net  premiums  written  in  any  one  State  of  the  United  States  or  any 
one  Province  of  Canada,  then  the  first  party  may  inspect  and  pass  upon  the  riska 
in  said  State  or  Province  where  the  losses  have  reached  60  per  cent  in  any  one  year, 
and  may  order  canceled  any  and  all  policies  which  in  their  judgment  it  is  wise  and 
proper  and  for  the  best  interests  of  first  party  to  cancel,  and  said  underwriters  agree 
to  forthwith  give  instructions  for  the  cancellation  of  all  of  said  policies. 

It  wUl  be  noticed  that  this  does  not  give  the  insurance  company 
any  right  to  interfere  until  the  end  of  the  year  and  after  the  losses  of 
that  year  have  been  paid  and  disclose  the  fact  that  they  have 
amounted  to  more  than  60  per  cent.  It  affords  little  protection  to 
be  allowed  to  lock  the  bam  only  after  the  horses  are  stolen ;  it  affords 
the  insurance  company  httle  protection  if  it  can  only  complain  after 
the  losses  have  been  paid.  A  reasonable  protection  to  an  insurance 
company  must  give  it  the  right  to  prevent  the  issuance  of  a  dangerous 
policy  and  the  right  to  order  it  canceled  before  a  liability  has  been 
created  by  a  fire.  It  is  perfectly  apparent  that  under  this  provision 
the  insurance  company  could  be  completely  "burnt  up"  before  it 
had  any  legal  right  to  interfere.  There  are  a  great  many  things  in 
this  contract  that  subject  it  to  the  criticism  that  was  put  upon  the 
Protective  Holdiag  Corporation  contract  by  the  New  York  insurance 
department: 

Generally  speaking,  the  contract,  on  the  whole,  appears  to  have  been  devised  for 
the  special  use  and  benefit  of  the  underwriting  agency. 

The  contract  protects  Tuttle,  Wightman  &  Dudley  at  every  point, 
but  leaves  the  poor  insurance  company  without  protection.  As  an 
illustration,  it  provides: 

That  in  the  event  of  a  rate  war  in  any  place  in  which  the  company  shall  be  operating, 
the  result  of  which  shall  be  a  cancellation  of  25  per  cent  or  over  of  the  business  of  said 
company,  the  said  first  party  shall  not  charge  second  parties  with  return  commissions 
on  such  canceled  business. 

Now,  under  this  whole  contract  Tuttle,  Wightman  &  Dudley  would 
be  the  ones,  and  the  only  ones,  who  would  have  the  right  to  start  a 
rate  war,  but  if  it  got  too  hot  and  the  cancellations  became  more 
than  25  per  cent  they  would  leave  the  company  to  bear  the  loss  and 
fly  to  cover  themselves.  It  has  been  the  boast  of  the  attorneys  in 
this  case  that  Tuttle,  Wightman  &  Dudley  were  speciaUsts  ia  rate 
cuttmg  or  rate  wars.  Under  this  contract,  however,  they  have  the 
power  to  involve  the  company  in  limitless  rate  wars  and  then  avoid 
the  disaster  that  would  come  and  load  it  upon  the  insurance  com- 

Again,  under  the  terms  of  this  contract,  Tuttle,  Wightman  & 
Dudley  are  not  required  to  turn  over  to  the  company  the  money  col- 
lected by  it  for  premiums  until  3  months  and  15  days  after  the  close  of 
the  month  in  which  the  business  was  transacted.  As  the  average 
monthly  income  during  the  last  year  for  this  company  was  over 
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S23,000  in  premiums,  that  would  make  about  $80,000  which  woxild  be 
constantly  iu  the  hands  of  Tuttle,  Wightman  &  Dudley  or  their 
agents.  Tuttle,  Wightman  &  Dudley  (Inc.)  is  practically  without 
financial  responsibihty,  they  only  having  $1,000  of  paid-up  capital. 
Under  the  terms  of  this  contract  they  are  only  requred  to  furnish  a 
bond  of  $5,000.  It  is  reasonable  to  hope,  at  least,  that  the  business 
of  this  company  shall  very  greatly  increase  with  its  increased  capital 
and  widening  fields  of  operation.  We  earnestly  feel  that  a  $5,000 
bond  of  this  small  corporation  is  not  sufficient  to  protect  the  rights 
of  the  policy  holders.  We  also  sincerely  believe  that  this  contract 
should  be  set  aside;  that  the  management  of  the  affairs  of  the 
company  be  placed  in  the  hands  of  those  who  are  interested  in 
makmg  money  for  the  stockholders.  This  is  not  merely  a  question 
of  the  advisability  of  the  home  office  management  and  underwriting 
management.  Here  are  two  corporations,  Mr.  Tuttle  is  president 
of  both  of  them;  the  managing,  controUiug,  and  dominant  force  of 
this  insurance  company  are  members  of  the  corporation  of  Tuttle, 
Wightman  &  Dudley;  the  profits  that  they  derive  from  Tuttle, 
Wightman  &  Dudley  are  much  greater  than  the  amount  received  by 
them  for  their  interest  in  the  insurance  company.  Under  such  con- 
ditions, it  is  hardly  possible  that  there  should  be  a  management  here 
fair  to  the  stockholders  of  the  insurance  company.  The  interests  of 
Tuttle,  Wightman  &  Dudley  are  diametrically  opposed  to  the  in- 
terests of  the  stockholders  of  the  insurance  company,  and  they  ought 
not  to  be  managers  of  both  companies. 

There  is  nothing  more  dangerous  in  corporate  management  than 
having  wheels  within  wheels,  or  of  inside  corporations  composed  of 
officers  of  the  lai^er  company. 

We  feci  that  this  contract  should  be  set  aside,  voluntarily,  if  pos- 
sible; legally,  if  necessary.  The  evidence  in  this  case  discloses  the 
fact  that  at  the  time  Mr.  Tuttle  caused  this  contract  to  be  made  with 
himself  by  the  officers  of  the  insurance  company,  that  he  had  the 
voting  power  of  practically  all  the  stock  of  the  company,  and  was 
absolutely  dominating  and  controlling  its  officers.  Under  such  cir- 
cumstances, no  court  of  equity  would  allow  such  a  contract  to  stand. 

The  underwriting  contract  of  the  First  National  Fire  Insurance  Co. 
with  Tuttle,  Wightman  &  Dudley  (Inc.)  is  substantially  the  same 
as  the  one  with  the  Commercial  Fire  Insurance  Co.  It  does,  however, 
provide  for  a  commission  of  37^  per  cent  as  against  35  per  cent  with 
the  Commercial  Fire  Insurance  Co.;  it  has  most,  but  not  all,  of  the 
vices  of  the  Commercial  Fire  Insurance  Co.  contract;  it  does  have  the 
vice,  however,  of  transferring  to  Tuttle,  Wightman  &  Dudley  the 
effective  and  important  business  of  the  insurance  company.  For  a 
period  of  15  years  it  leaves  the  management  of  the  company  in  the 
hands  of  those  who  are  primarily  interested  only  in  premiums  and  not 
in  losses.  Such  management  can  not  help  but  result  in  final  and 
ultimate  disaster. 

THE    SALES    CONTRACTS. 

While  we  deem  these  contracts  imfair  to  the  stockholders,  they  are 
not  fraught  with  the  same  danger  as  the  underwriting  contracts. 
While  a  very  large  per  cent  of  the  money  paid  in  is  and  will  be  con- 
sumed by  the  corporation  of  Tuttle,  Wightman  &  Dudley,  yet  they 
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will  terminate  at  the  expiration  of  the  stock  sales  unless  the  capital 
stock  is  from  time  to  time  increased  in  the  future  as  it  has  been  in 
the  past,  and  the  profits  heretofore  made  on  these  contracts  may  be 
sufficient  to  induce  further  efforts  along  this  line.  There  has  been  a 
great  deal  of  testimony  introduced  in  this  case  upon  the  question  of 
the  desirability  of  forming  companies  in  the  manner  that  has  been 
used  in  the  organization  of  these  companies,  and  various  opinions 
have  been  expressed,  but  in  the  opinion  of  the  committee  it  is  not 
wise  to  attempt  to  organize  corporations  where  such  a  large  per  cent 
of  the  money  paid  in  must  be  used  in  inducing  people  to  make  their 
contributions.  But  there,  of  course,  must  be  some  expense  con- 
nected with  organization,  and  we  would  not  be  averse  to  a  reasonable 
allowance  for  that  purpose.  The  Association  of  National  Insurance 
Commissioners  fixed  the  maximum  at  5  per  cent,  and  we  are  inclined 
to  believe  that  that  is  not  an  unreasonable  limitation.  Under  these 
contracts  20  per  cent  of  the  amount  paid  in  may  be  used  for  expenses. 
As  this  stock  was  sold  at  double  par,  one-half  to  surplus  and  one-half 
to  capital  fund,  it  will  be  noted  that  40  per  cent  of  the  surplus  fund 
could  be  used  as  expenses,  and  this  amount  has  been  actually  expended 
in  connection  with  the  placing  of  additional  stock  of  the  Commercial 
Fire  Insurance  Co.  Only  about  14  per  cent  of  the  whole  amount 
paid  in  has  been  used  in  forming  the  First  National,  which  is  an 
equivalent  of  28  per  cent  of  the  surplus  paid  in.  This  absorbs,  in  our 
opinion,  too  much  of  the  money  that  has  been  paid  in.  People  sub- 
scribed to  the  surplus  with  the  idea  of  strengthening  the  company, 
and  not  merely  for  the  purpose  of  providing  a  fund  for  exploitation. 
Up  to  the  1st  of  January,  Tuttle,  Wightman  &  Dudley  had  drawn 
from  the  subscribed  surplus  fund  of  the  Commercial  Fire  Insurance 
Co.  $130,795.80,  and  they  had  drawn  from  the  subscribed  surplus 
fund  of  the  First  National  Fire  Insurance  Co.  $223,224.13,  or  a  total 
of  $354,019.93.     That  is  too  large. 

THE    LITER ATTJRE. 

At  first  impression  it  seems  rather  strange  that  more  than  3,000 
persons,  scattered  all  over  the  country,  from  Maine  to  California, 
should  send  more  than  $2,000,000  of  money  to  strangers  m  Wash- 
ington to  be  invested  In  an  enterprise  upon  which  they  had  no 
mformation  except  that  furnished  through  the  mails  by  the  strangers 
themselves.  Few  of  those  3,000  investors  have  or  ever  will  look  mto 
the  faces  of  the  men  whom  they  have  intrusted  with  this  large  fund 

A  careful  examination,  however,  of  the  methods  adopted  and  the 
literature  used  does  not  make  the  result  seem  so  strange  or  unnatu- 
ral The  evidence  in  this  case  discloses  the  fact  that  the  campaign 
for  this  fund  was  begun  by  sending  out  800,000  letters  or  cu-culaxs 
clothed  in  the  most  dluring  language.  This  letter  was  addressed  to 
practicallv  every  man  in  the  United  States  who  was  rated  in  Dun 
or  Bradstreet  at  more  than  $5,000  and  less  than  $100,000.  It  seems 
rather  strange  that  only  1  out  of  266  persons  to  whom  it  was 
addressed  responded  to  it.  ,   ,,        ^  .  ;„„„   „f 

This  literature  appealed  to  three  of  the  strongest  passions  of 
human  nature:  First,  avarice;  second,  personal  preferment;  thnd, 
patriotic  sentiment. 
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First.  It  held  out  to  the  prospective  investor  that  he  was  almost 
certain  to  secure  a  return  of  over  40  per  cent  on  his  investment.  At 
a  time  when  an  abundance  of  idle  money  was  seeking  safe  invest- 
ment at  5  and  6  per  cent,  it  is  not  at  all  strange  that  men  jumped  at 
the  opportunity  for  investing  in  an  enterprise  that  would  yield  over 
40  per  cent. 

Second.  This  literature  appealed  to  the  vanity  that  every  man, 
perhaps,  possesses,  that  of  personal  preferment.  The  person  to 
whom  this  literature  was  addressed  was  made  to  believe  that  he  was 
one  of  the  chosen  few  who  would  be  honored  by  admittance  into  this 
enterprise.  He  was  assured  that  only  a  certain  number  from  his 
State,  of  which  he  was  one,  could  be  admitted.  This  naturally 
swelled  the  pride  and  appealed  to  the  vanity  of  the  average  man. 
That  appeal  usually  catcnes. 

Third.  It  appealed  to  the  patriotic  impulse  of  the  people.  There  is 
now  a  well-defined  sentiment  in  the  country  that  desires  to  resist  the 
encroachment  of  trusts.  The  literature  sent  broadcast  in  this  cam- 
paign made  it  clear  that  this  was  a  company  that  was  entering  the 
field  to  strike  down  the  so-called  insurance  trust.  With  all  those 
things  so  vividly  painted  and  portrayed,  it  seems  almost  incredible 
that  only  one  person  out  of  every  266  to  whom  this  was  sent  was 
caught  by  it.  It  follows  irresistably  that  a  very  large  majority  of  the 
people  to  whom  it  was  sent  did  not  give  full  credence  to  it. 

The  author  of  this  literature  has  a  fine  knack  for  emphasizing  a 
desirable  fact  and  concealing  an  undesirable  one.  While  he  is  careful 
never  to  lie,  he  is  equally  careful  not  to  tell  the  truth,  if  a  damaging 
one. 

He  has  a  positive  genius  for  so  shaping  a  sentence  that  upon  careful 
analysis  it  may  be  found  to  be  true,  yet  as  seen  by  the  casual  reader 
conveys  an  entirely  different  impression.  It  is  literally  true,  but 
rhetorically  false.  Almost  every  sentence  reveals  this  cunning  art. 
It  seems  to  be  another  confirmation  of  the  criticism  that '  'Language 
is  made  to  conceal  and  not  to  reveal  thought." 

All  this  literature  clearly  bears  the  evidence  of  censorship.  All  the 
false  and  misleading  impressions,  however,  are  left  in  it,  care  only 
being  taken  to  have  expunged  dangerous  language. 

Counsel  admits  that  this  literature  is  somewhat  "optimistic."  We 
are  inclined  to  think  that  it  is  more  than  that — that  it  is  mislead- 
ing— that  it  is  deliberately  designed  to  make  false  impressions  and 
convey  wrong  ideas.  Many  of  the  statements  can  only  be  justified 
upon  the  grounds  of  poetic  license,  or,  more  accurately  speaking, 
promoter's  license. 

With  this  fervid,  deceptive,  alluring  literature  going  into  the 
homes  of  more  than  800,000  people  of  the  United  States,  it  really 
seems  somewhat  strange  to  us  that  only  about  3,000  of  them  were 
persuaded  by  it  to  invest  their  funds.  Instead  of  surprise  being  ex- 
pressed that  the  company  was  formed  so  quickly,  it  seems  to  us  rather 
strange  that  the  funds  did  not  flow  in  even  more  rapidly. 

METHOD    OF   SECUBING   STOCK   SUBSCRIPTIONS. 

It  is  obvious  that  if  the  persons  to  whom  it  was  sought  to  sell  the 
stock  of  the  Commercial  Fire  Insurance  Co.  and  of  the  First  National 
Fire  Insurance  Co.  were  acquainted  with  the  real  nature  of  the  con- 
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tracts  entered  into  between  the  said  companies  and  Tuttle,  Wight- 
man  &  Dudley  (Inc.),  it  would  be  difficult,  if  not  impossible,  to  sell 
the  stock.  It  is  also  obvious  that  if  the  persons  to  whom  it  was 
sought  to  sell  stock  in  the  Commercial  Fire  Insurance  Co.  knew  the 
exact  condition  of  the  earnings  from  the  underwriting  business  of 
that  company  during  1912,  sales  of  the  stock,  especially  at  a  pre- 
mium, would  be  few.  Yet  the  nature  of  the  circumstances  required 
that  not  only  should  the  sales  of  stock  continue,  but  they  must  con- 
tinue at  a  premium  of  at  least  100  per  cent  in  order  to  justify  the 
statements  made  by  the  companies  as  to  the  amount  of  surplus  that 
was  to  be  obtained,  and  the  exigencies  of  the  case,  particularly  with 
the  Commercial  Fue  Insurance  Co.,  required  that  a  still  larger  pre- 
mium be  obtained,  if  practicable,  in  order  to  meet  the  drain  upon  the 
surplus  caused  by  the  fire  losses  of  the  company.  Hence  it  was  that 
the  shares  of  stock  were  advanced  from  $10  per  $5  share  to  $11,  and 
then  to  $12,  while  literature  setting  forth  in  glowing  terms  the  pros- 
perous condition  of  the  Commercial  Co.,  and  the  golden  prospects 
which  lay  before  the  First  National  Co.,  were  widely  circulated 
throughout  the  country. 

The  methods  used  by  Tuttle,  Wightman  &  Dudley  (Inc.)  in  selling 
the  stock  of  the  two  insurance  companies  differed  radically.  In  the 
case  of  the  Commercial  the  stock  was  sold  by  salesmen.  This  proved 
too  expensive  for  the  promoters,  and,  therefore,  the  stock  of  the  First 
National  Co.  was  sold  through  the  maUs.  In  each  case,  however, 
the  hterature  issued  was  of  the  same  persuasive  and  stimulating 
character.  The  idea  was  conveyed  of  a  golden  harvest,  only  waiting 
to  be  reaped  by  the  lucky  persons  who  should  secure  the  stock  of  the 
two  companies.  One  company,  the  Commercial,  was  represented  to 
be  long  estabhshed,  with  a  premium  income  rapidly  enlarging,  and  a 

Erofitable,  successful  business,  as  a  result  of  which  dividenda  had 
een  increased  from  6  per  cent  under  the  former  management,  to 
8  and  then  12  per  cent.  In  addition  to  these  dividends,  the  company 
had  accumulated  a  surplus  from  earnings.  In  the  case  of  the  First 
National,  attention  was  skillfully  directed  in  its  hterature  to  the  men 
holding  prominent  judicial  and  financial  offices  who  were  interested 
in  the  prosperity  of  the  company;  emphasis  was  laid  upon  the  large 
percentage  of  profit  on  their  capital  stocks,  said  to  have  been  earned 
by  old  insurance  companies  of  similar  capitaUzation.  This  was  stated 
to  be  40  or  41  per  cent  of  the  capital.  Attention  was  directed  to  the 
large  demand  alleged  to  exist  for  fire  insurance  without  a  sufficient 
supply,  and  inferentially  to  the  fact  that  the  business  of  insuring 
against  losses  by  fire  was  one  that  was  unusually  lucrative.  Mention 
was  made  of  a  premium  income  of  over  $1,400,000  per  annum,  which 
it  was  said  27  estabhshed  agencies  were  guaranteeing. 

In  order  to  tap  the  desired  golden  store  with  safety  it  was  essential 
that  no  statements  be  made  which  could,  m  their  exact  phraseolo|5r 
be  successfully  challenged.  It  was  open,  however,  to  the  skillful 
authors  of  the  literature  of  these  companies  to  leave  a  good  many 
things  unsaid  which  if  stated  would  have  put  in  a  different  light 
the  things  which  were  spoken.  The  committee  find,  therefore,  that 
a  clever,  not  to  say  cunning,  use  has  been  made  of  half  truths, 
that  which  is  said,  indeed,  being  accurate  so  far  as  it  goes,  but  sub- 
stantial facts  either  being  left  unsaid  or  so  skiUfuIly  phrased  as  not 
to  appear  with  their  full  weight.     Furthermore,  some  of  the  hterature 
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was  SO  phrased  as  to  convey  a  suggestion  of  an  exclusive  privilege  to 
certain  particular  persons,  which  was,  as  a  matter  of  fact,  neither 
intended  nor  carried  out.  Hence  the  pamphlet  issued  to  "The  Two 
Thousand  Owners,"  which  told  how  these  two  thousand  were  divided 
between  the  States  in  proportion  to  their  population,  the  respective 
number  of  persons  in  each  State  being  informed  that  each  of  them 
was  allotted  a  proportion  of  stock,  said  allotments  being  confined  to 
the  cited  number  of  persons  within  that  State.  Of  course,  if  this 
bait  did  not  take,  there  were  other  persons  than  the  original  number 
allotted  to  whom  the  suggestion  was  made,  so  that,  in  fact,  the  allot- 
ment was  one  that  existed  only  as  a  means  of  attracting  the  unwary. 

Throughout  the  published  literature  and  the  circular  letters 
issued  by  both  companies  from  the  time  that  Tuttle,  Wightman  & 
Dudley  assumed  the  management  runs  this  system  of  using  half 
truths  to  give  impressions  which  were  often  far  from  correct.  In 
the  series  of  letters  to  stockholders  of  the  Commercial  Fire  Insurance 
Co.  since  the  beginning  of  the  investigation  this  characteristic  is 
very  clearly  in  evidence.  The  stockholders  might  easily  conclude 
from  one  of  these  letters  that  the  investigation  was  one  which  the 
companies  had  solicited.  The  fact,  of  course,  is  that  it  was  hot  until 
the  resolution  calling  for  an  investigation  had  been  introduced  in  the 
House  of  Eepresentatives  that  the  companies  with  promptness  which 
does  credit  to  their  business  acumen  joined  in  requestmg  that  the 
investigation  take  place.  In  like  manner,  also,  the  stockholders  are 
assured  that  the  investigation  was  of  a  political  nature,  inspired  bj 
the  business  rivals  of  the  company,  or  by  those  who  feared  that  their 
own  real  estate  taxes  might  be  enhanced  by  the  discovery  of  the 
real  value  of  the  Southern  Building.  Nothing  in  this  would  even 
hint  to  the  stockholders  that  there  were  more  serious  elements  to 
the  inquiry  than  the  sudden  advance  on  the  part  of  the  companies  of 
their  shares  of  the  equity  in  the  Southern  Building;  such,  for  exam- 
ple, as  the  oppressive  nature  of  the  contracts  between  the  companies 
and  Tuttle,  Wightman  &  Dudley  (Inc.),  the  flamboyant  nature  of 
their  literature,  the  serious  losses  of  the  Commercial  Fire  Insurance 
Co.  on  its  underwriting  business,  which,  with  the  dividends  paid, 
despite  these  losses,  amounted  to  $160,000  in  the  year  1912,  doing 
away  entirely  with  the  company's  surplus  at  the  beginning  of  that 
year  and  trespassing  upon  the  surplus  paid  in  by  the  stockholders 
during  the  year.  Nothing  appears  in  these  communications  to  the 
stockholders  to  suggest  that  the  inquiry  might  take  into  account  the 
question  as  to  the  alluring  statements  made  in  the  Uterature  issued 
to  them  about  the  fire  insurance  companies,  or  whether  these  state- 
ments tell  the  whole  truth  or  merely  a  part  of  it,  or  whether  there 
was,  as  a  matter  ot  fact,  a  guarantee  of  a  large  income  or  merely 
estimates  from  certain  parties  that,  under  certain  conditions,  such 
an  income  might  be  had;  none  of  these  matters,  we  repeat,  are 
touched  upon  m  the  communications.  And  yet  these  were,  at  least, 
as  essential  subjects  of  inquiry  as  those  which  were  stated  to  be 
such  in  the  communications. 

The  pM-allel  is  striking  between  the  nature  of  the  literature  issued 
by  the  Wightman  &  Dudley  Co.  in  connection  with  the  operations  of 
the  Protective  Holding  Corporation  and  the  Protective  Fire  Insurance 
Co.  of  Syracuse,  N.  Y.,  prior  to  1911,  and  that  which  was  issued  by 
the  same  parties  in  connection  with  the  Commercial  Fire  Insurance 
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Co.  and  First  National  Fire  Insurance  Co.  since  1911.  It  needs  only 
a  reading,  therefore,  of  the  literature  to  discover  that  it  springs  from 
the  same  root.  Certain  of  the  more  crude  features  of  the  earlier  pub- 
lications  are  modified,  but  the  same  poetic  and  imaginative  touch 
appears  throughout,  and  the  same  glamor  shines  through  every  page. 
Here  is  a  business  in  which  there  is  no  serious  risk,  for  older  com-- 
panics  ia  the  same  line,  with  the  same  capital,  are  earning  40  to  41 
per  cent;  a  large  premium  income  is  guaranteed  in  advance;  experi- 
enced underwriters  are  at  the  helm,  and  if  one  will  but  seize  the 
peculiar  and  personal  opportunity  now  afforded  by  the  very  consider- 
ate invitation  tendered,  the  door  of  opportunity  lies  wide  open.  If, 
now,  it  is  considered  that  the  tempting  bait  held  out  consisted  of  state- 
ments, which,  so  far  as  they  went  were  true,  though  they  told  but  a 
portion  of  the  truth,  and  that  qualifying  conditions  were  omitted,  it 
wiU  be  found  not  strange  that  the  money  flowed  in  very  rapidly. 
The  potency  of  the  attraction  was  increased  by  the  liberal  dividends 
paid  by  one  company,  especially  as  the  fact  did  not  appear  that  there 
were  not  current  earnings  from  which  these  dividenas  could  be  paid, 
but  that  they  were,  on  the  contrary,  reducing  the  surplus  which  the 
same  stockholders  who  received  the  dividends  had  but  recently  them- 
selves paid  into  the  treasury  of  the  company. 

Ihe  committee  can  not  but  admit  the  skill  with  which  this  litera- 
ture was  drawn  and  the  proposition  submitted  to  the  proposed  inves- 
tors. 1  he  result  of  the  inquiry,  however,  leaves  no  doubt  m  the  minds 
of  the  committee  that  this  literature  was,  under  the  circumstances, 
deceptive  and  calculated  to  mislead  investors,  giving  an  erroneous 
impression  of  the  condition  of  the  Commercial  Fire  Insurance  Co., 
upon  the  one  hand,  and  stating  an  outlook  for  the  First  National  Fire 
Insurance  Co.,  which  under  the  actual  conditions  was  more  imagina- 
tive than  real.  Ihe  plain  truth  would  have  been  destructive  to  the 
stock-selling  scheme;  half-truths  were  more  alluring  to  the  stockhold- 
ers and  profitable  to  the  companies  and  their  promoters,  especially  to 
the  latter. 

Ihe  motive  for  this  particular  treatment  of  the  matter  is  therefore 
obvious.     It  seems  to  the  committee  as  unrighteous  as  clever. 

ABUSE    OF    OFFICIAL   PRESTIGE. 

It  is  apparent  from  the  evidence  in  this  case  that  many  persons 
were  induced  to  invest  in  this  enterprise  by  reason  of  the  connection 
with  it  of  men  high  in  judicial,  official,  and  business  life.  It  is  equally 
apparent  that  these  men  who  have  thus  allowed  their  good  names  to 
be  used  to  decoy  investors  exerted  but  small  effort  to  protect  and 
safeguard  the  interests  of  their  confidants. 

Ihey  have  paid  but  slight  attention  to  the  actual  government  and 
management  of  the  company.  Ihey  have  allowed  the  management 
of  this  company  to  fall  almost  wholly  under  the  control  of  Tuttle, 
Wightman  &  Dudley.  Ihis  practice  of  public  men  thus  allowing 
their  names  to  be  used  for  exploiting  or  promotion  purposes  can  not 
be  too  harshly  condemned.  Men  who  have  or  deserve  public  confi- 
dence have  no  right  to  merchandise  it.  Any  man  or  body  of  men 
that  promote  any  kind  of  an  enterprise  necessarily  must  have  the 
backing  of  a  reputable  board  of  directors,  and  if  good  men  would 
refuse  such  use  of  their  names  it  would  certainly  limit  the  operations 
and  injury  of  professional  promoters. 
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In  the  resolution  under  which  we  are  acting  we  were  required  to 
"investigate  the  ofhce  of  the  superintendent  of  insurance  of  the 
District  of  Columbia." 

We  called  before  us  a  number  of  witnesses  and  took  considerable 
testimony  bearing  upon  the  conduct  of  the  office  during  the  term  of 
the  present  commissioner,  George  W.  Ingham. 

The  special  criticism  that  was  directed  against  Mr.  Ingham  and  his 
department  grew  out  of  the  report  made  by  his  department  on  these 
insurance  companies,  completed  on  November  8,  1912,  and  especially 
concerning  his  connection  with  the  appraisement  of  the  real  estate 
known  as  the  Southern  Building. 

We  have  examined  somewhat  carefully  his  reports  made  on  these 
two  companies  on  said  date,  and  find  nothing  m  them  to  criticize. 
When  carefully  examined  they  disclose  most  of  the  facts  that  are 
disclosed  by  the  testimony  that  has  been  introduced  before  this 
committee. 

While  the  report  is  not  easily  understood  by  one  not  acquainted 
with  the  manner  of  keeping  books  in  the  insurance  department,  yet 
this  report  seems  to  be  made  in  the  way  such  reports  are  usually  and 
ordinarily  made.  There  has  been  considerable  criticism  of  Mr. 
Ingham  concerning  the  appraisement  of  the  Southern  Building.  The 
evidence  in  this  case  discloses  the  following  facts:  On  October  19, 
1912,  Mr.  George  W.  Ingham  called  one  H.  H.  Darneille  to  his  office 
and  asked  him  to  act  as  one  of  the  appraisers  of  that  building,  and 
also  asked  him  to  see  one  Alexander  T.  Hensey  and  one  William  P. 
Lipscomb,  to  ascertain  if  they  would  serve  as  commissioners  in  mak- 
ing such  appraisement.  It  does  not  appear  how  the  names  of  Hensey 
and  Lipscomb  suggested  themselves  to  Mr.  Ingham.  He  was  not 
personally  acquamted  with  either  of  them.  It  seems  that  he 
mtrusted  to  Mr.  Darneille  the  responsibility  of  ascertaining  their 
competency. 

It  has  since  developed  that  Mr.  Hensey  and  Mr.  Lipscomb  are  both 
on  the  board  of  directors  of  a  certain  bank  with  Mr.  Tuttle,  and  this 
has  given  rise  to  the  suspicion  that  Mr.  Tuttle  had  something  to  do 
with  their  selection.  This  Mr.  Ingham  denies,  and  we  find  nothing  in 
the  evidence  to  justify  the  suspicion.  The  examinations  referred  to 
were  made  in  the  regular  way,  and  the  insurance  companies  paid  for 
the  examination  in  the  usual  and  ordinary  way.  There  is,  however,  a 
transaction  between  Tuttle,  Wightman  &  Dudley  and  the  insurance 
commissioner  that  seems  quite  irregular  on  its  face.  On  October  23, 
1912,  and  while  this  appraisement  was  being  made,  Mr.  Tuttle,  of 
Tuttle,  Wightman  &  Dudley,  gave  Mr.  Ingham  cash  in  the  sum  of  $50. 
For  this  he  took  no  receipt,  and  no  entry  was  made  upon  the  books  of 
the  insurance  department  concerning  it.  On  November  5,  three  days 
before  the  appraisement  was  reported,  Tuttle,  Wightman  &  Dudley 
(Inc.)  gave  Mr.  George  W.  Ingham  a  check  for  $50.  This  money  and 
check,  it  was  admitted,  were  not  given  in  connection  with  the  exam- 
ination of  the  insurance  companies.  When  Mr.  Ingham's  attention 
was  called  to  these  items,  he  explained  them  by  saying  that  about  the 
10th  of  October  he  made  a  trip  to  Montgomery,  Ala.,  to  ascertain 
what  the  commissioner  of  insurance  of  that  State  knew  concerning 
the  First  National  Fire  Insurance  Co.     He  admitted,  however,  that 
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he  made  this  trip  without  consultation  with  either  Tuttle,  Wightman 
&  Dudley  or  the  insurance  company,  and  without  any  authority  of 
law,  and  admits  that  he  had  no  legal  right  to  charge  the  insurance 
company  for  this  trip. 

A  further  trip  was  made  by  him  on  or  about  the  first  of  November 
to  Atlanta,  Ga.,  which  was  in  connection  with  other  business,  and  he 
made  a  trip  from  Atlanta  to  Montgomery  in  connection  with  the  First 
National  Insurance,  and  the  last  $50  was  received  by  him  a  few  days 
after  his  return.  No  account  was  rendered  to  the  insurance  company 
of  ,the  expenses  of  said  trips  until  Mr.  Ingham  was  examined  ia  this 
case.  His  statement  in  regard  to  this  matter,  however,  appears  on 
page  1907  of  the  record  of  this  cause,  and  it  shows  that  the  $100 
received  from  Mr.  Tuttle  exceeded  his  expenses  to  that  time  by  $18.90. 

The  evidence  further  discloses  the  fact  that  there  was  no  account 
whatever  kept  of  this  $1.00  received  by  Mr.  Ingham  from  Mr.  Tuttle. 
To  say  the  least,  this  method  of  conducting  business  is  extremely  loose 
and  fraught  with  all  kinds  of  danger. 

Examinations  of  insurance  companies  and  appraisement  of  their 
property  is  for  the  benefit  of  the  public,  and  it  ought  to  be  done  under 
circumstances  which  would  put  the  appraisers  and  the  commissioner 
under  no  obligations  whatever  to  the  insurance  companies.  If  money 
can  be  paid  to  a  commissioner  without  any  public  record  being  kept 
of  it,  it  opens  the  way  for  bribery  and  corruption.  We  feel  that  the 
commissioner  hereafter  at  least  should  keep  a  book  in  which  he  shall 
record  aU  moneys  received  by  him  or  any  of  his  subordinates  from 
insurance  companies,  stating  for  what  purpose  received  and  for  what 
purpose  paid  out. 

WARNING   TO    STOCKHOLDERS. 

Before  concluding  this  report  we  wish  to  utter  a  word  of  warning 
to  the  stockholders.  Already  there  has  been  called  to  our  attention 
the  fact  that  efforts  are  being  made  by  certain  persons  to  buy  up  the 
stock  of  these  companies  at  a  greatly  reduced  price. 

While  the  expenses  of  organization  have  been  unreasonably  large, 
and  while  we  believe  that  the  manner  of  conducting  the  business  is 
fraught  with  great  danger,  we  nevertheless  hope  that  these  matters 
will  be  corrected.  There  have  been  accumulated  sufficient  funds  to 
make  one,  or  even  two,  good  insurance  companies,  and  if  put  under 
proper  management,  they  can  yet  be  made  to  return  reasonable 
profits  and  dividends  to  the  stockholders. 

We  have  tried  to  secure  and  make  a  part  of  this  record  the  names, 
post-office  addresses,  and  amount  of  stock  held  by  each  stockholder. 
The  companies  have  resisted  our  efforts  to  do  this,  and  have  refused 
absolutely  to  furnish  us  for  our  own  use,  or  for  publication,  such  a 
list.  We  have  now  pending  before  the  House  of  Representatives  a 
proceedings  in  contempt  to  compel  the  production  of  these  lists. 

As  matters  stand  now,  however,  the  present  management  is  m 
absolute  control  of  the  company.     They  nave  in  effect  a  close  cor- 

E oration.  They  are  the  only  ones  who  have  access  to  the  list  of  stock- 
olders  and  are  the  only  ones  who  know  their  address.  Under  such 
circumstances,  the  present  managing  officers  can  always  secure 
enough  proxies  to  control  stockholders'  meetings.  It  is  the  universal 
custom  of  such  organizations  to  send  proxies  to  stockholders,  and  it 
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is  almost  the  universal  custom  for  the  stockholder  to  name  as  his 
proxy  the  man  who  sends  him  the  notice.  Unless  in  some  way  the 
stockholders  can  become  acquainted  with  each  other,  the  present 
management  will  continue  as  long  as  it  desires.  But  we  trust  that 
some  way  may  be  fovind  to  save  these  great  properties.  There  is  too 
much  money  now  invested  ia  them  by  the  stockholders  to  allow  it  to 
be  wasted  or  squandered. 

There  have  been  many  irrelevant  matters  projected  into  this 
hearing.  The  motives  of  the  men  who  started  this  investigation 
have  been  called  in  question.  There  have  been  charges  and  coimter- 
charges  more  or  less  personal  in  their  nature  ana  foreign  to  this 
inquiry  which  we  have  not  attempted  to  settle  or  determine.  We 
have  confined  our  report  strictly  to  the  persons  and  things  that  the 
House  directed  us  to  mvestigate. 

We  have  not  sought  to  mjure  these  companies  or  anyone  con- 
nected with  them  in  this  report.  We  have  tried  to  state  the  facts  as 
we  found  them.  We  have  endeavored  to  discharge  our  duty  to  the 
public,  and  especially  the  6,000  stockholders  in  these  companies  who 
are  scattered  throughout  the  United  States  and  have  no  means  of 
learning  the  real  facts  through  the  literature  of  the  companies. 

We  regret  to  say  that  on  the  14th  day  of  January,  1913,  Mr.  Henry 
George,  jr.,  had  to  close  his  sittings  with  this  committee  and  go 
abroad  on  account  of  his  health.  We  have  therefore  been  deprived 
of  his  presence  and  his  valuable  assistance  during  the  last  month  of 
the  committee  sittings.  We  especially  regret  his  absence  during  the 
consideration  by  this  committee  of  its  report,  but  fully  realize  that 
his  absence,  however  regrettable,  was  unavoidable. 

The  undersigned  members,  constituting  a  majority  of  said  commit- 
tee, therefore  unite  in  the  foregoing  report  and  respectfully  submit 
the  same  to  the  House  of  Representatives  for  its  consideration  and 
action. 

Respectfully,  William  C.  Redfield. 

Victor  L.  Berger. 
S.  F.  Proutt. 


MINORITY  REPORT. 

■"  The  undersigned  members  of  the  committee  appointed  under 
House  resolution  756  to  inquire  into  the  affairs  of  the  Com- 
mercial Fire  Insurance  Co.,  the  First  National  Fire  Insurance  Co., 
and  the  firm  of  Tuttle,  Wightman  &  Dudley,  together  with  their 
associates,  and  also  into  the  official  conduct  of  the  superintendent  of 
insurance  for  the  District  of  Columbia,  desire  to  report  as  foUows : 

December  13,  1912,  Gen.  John  A.  Johnston,  as  acting  president 
of  the  Board  of  Commissioners  of  the  District  of  Columbia,  trans- 
mitted the  following  communication  to  the  chairman  of  the  House 
Committee  on  the  District  of  Columbia: 

Hon.  Ben  Johnson, 

Chairman  Committee  on  the  District  of  Columbia, 

House  of  Representatives. 
Sm:  The  Commiseioners  of  the  District  of  Columbia  have  the  honor  to  transmit 
herewith  a  copy  of  a  report  of  the  superintendent  of  insurance  of  the  District  of  Colum- 
bia of  an  examination  made  as  of  October  21, 1912,  and  of  a  copy  of  a  statement  isuued 
by  the  commissioners  on  the  11th  instant;  and  to  call  attention  to  the  statement  made 
by  Charles  F.  Carusi,  general  counsel  for  the  First  National  Fire  Insurance  Co.  of  the 
United  States,  in  his  communication  dated  December  5,  1912,  to  the  Commissioners 
of  the  District  of  Columbia,  a  copy  of  which  is  inclosed,  that  the  further  action  then 
contemplated  diould  be  made  under  the  direction  of  either  the  House  or  Senate 
committee  of  Congress." 
Very  respectfully. 

Board  of  Commissioners  of  the  District  of  Columbia, 
By  John  A.  Johnston,  Acting  President. 

The  above  communication  was  the  result  of  the  actions  of  two  of 
the  three  Commissioners  of  the  District  of  Columbia,  those  two  Com- 
missioners being  Gen.  Johnston  and  Lieut.  Col.  Judson.  Conomis- 
sioner  Kudolph,  the  permanent  president  of  the  board,  declined  to 
join  them  in  the  communication. 

Immediately  upon  receipt  of  said  communication  by  the  chair- 
man of  the  House  District  Committee  the  resolution  No.  756,  under 
which  the  committee  is  acting,  was  reported  to  the  House  and  was 
adopted  by  the  House  on  the  16th  day  of  December,  1912. 

During  the  next  few  days  after  the  adoption  of  the  resolution  the 
committee  was  occupied  in  selecting  an  accountant  to  go  through  the 
books  of  the  insurance  companies  and  in  getting  such  data  as  it  could 
upon  which  to  conduct  the  hearing.  Upon  the  recommendation  of 
Mr.  Kedfield,  a  member  of  the  committee  whose  residence  is  in  New 
York,  the  committee  employed  the  firm  of  Price,  Waterhouse  &  Co., 
of  New  York,  as  accountants. 

During  this  same  time  the  committee  was  arrangmg  for  the  attend- 
ance, as  a  witness,  of  Mr.  Alfred  M.  Best,  of  New  York,  pubhsher  of 
Best's  Insurance  News,  who  had  exhibited  much  concern  m  the 
investigation;  the  nature  of  his  concern  being  as  complamant  agamst 
Tuttle,  Wightman  &  Dudley,  and  incidentally  agamst  the  msurance 
companies.     It  became  evident  even  before  any  testimony  was  taken 
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that  Mr.  Best  had  an  old  grievance  which  he  wished  to  air,  and 
readily  took  advantage  of  the  investigation  in  order  to  do  so.  The 
committee  had  been  led  to  believe  that  Mr.  Best  had  important 
information  to  the  detriment  of  Tuttle,  Wightman  &  Dudley;  but, 
although  he  was  upon  the  witness  stand  for  more  than  a  day,  he 
disclosed  nothing  of  importance,  unless  it  be  to  establish  a  good 
character  for  those  whom  he  was  expected  to  break  down.  He  stated 
in  almost  so  many  words  that  he  knew  nothing  against  the  character 
of  any  one  of  those  three  men. 

The  testimony  of  Mr.  Best,  who  might  in  the  fullest  sense  of  the 
word  be  called  a  most  willing,  and  almost  a  swift  prosecuting  witness, 
consisted  largely  of  theories  and  h3rpothetical  cases,  not  by  any  means 
made  apphcable  to  the  matters  at  issue. 

The  chairman  of  the  committee,  upon  the  opening  of  the  investi- 
gation, after  having  had  an  expression  from  the  committee  on  the 
subject,  stated  in  substance  that  the  three  main  questions  to  be 
inquired  into  were: 

i^'irst.  The  official  conduct  of  the  superintendent  of  insurance. 

Second.  Whether  or  not,  the  Southern  Building  had  been  over- 
valued when  it  became  an  asset  of  the  insurance  companies.  ^ 

Third.  The  financial  condition  of  the  two  insurance  companies. 

In  order  that  no  one,  even  the  most  malicious,  might  have  pretext 
upon  which  to  claim  that  the  investigation  had  not  been  fuU  and 
complete  the  committee  decided  not  to  adhere  strictly  to  the  legal 
rules  of  evidence  but  to  go  bejond  those  rides  whenever  and  wherever 
it  was  thought  that  any  misconduct  in  any  wise  related  to  these 
three  main  subjects  might  be  uncovered.  "We  had  not  progressed 
far,  however,  until  we  found  that  the  inquiry  had  gone  into  the 
broadest  field  imaginable.  Unsworn  statements  of  men  living  in 
distant  States  were  brought  in,  although  those  who  had  been  accused 
of  misconduct  had  no  opportunity  to  face  the  author  of  these  state- 
ments or  interrogate  him  in  order  to  test  the  truthfulness  or  even 
the  accuracy  of  his  statements.  Letters  of  a  similar  character  were 
also  produced. 

The  testimony  taken  consists  of  more  than  2,000  printed  pages, 
while  everything  really  pertinent  to  the  issue  could  and  should  have 
been  included  in  less  than  200  pages. 

The  testimony  discloses  that  the  first  suggestion  made  in  Washing- 
ton which  led  to  an  inquiry  in  this  matter  was  made  by  Mr.  Charles  J. 
Bell,  president  of  the  American  Security  &  Trust  Co.,  to  Mr.  Edward 
J.  Stellwagen,  president  of  the  Union  Trust  Co.,  when  he  called  Mr. 
Stellwagen's  attention  to  a  copy  of  a  letter  sent  out  by  the  Commercial 
Fire  Insurance  Co.  either  to  one  of  its  stockholders  or  to  one  con- 
templating purchasing  stock  in  the  company,  the  name  of  the  party 
having  been  cut  out  of  the  letter. 

Mr.  Bell  testified  that  he  sent  the  letter  to  Mr.  Stellwagen  with  the 
message  that  to  purchase  stock  in  this  insurance  company  was  a 
quick  way  to  get  rich. 

There  was  nothing  disclosed  by  any  of  the  great  mass  of  literature 

Eroduced  to  the  committee  tending  to  show  that  any  hope  even  was 
eld  out  to  anybody  that  there  was  an  opportunity  to  get  rich  out  of 
it.  The  literature  sent  out  by  this  company  showed  upon  its  face 
that  it  was  for  the  purpose  of  having  people  subscribe  to  the  capital 
stock  of  the  insurance  company  exclusively  as  a  good  investment  and 
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not  a  speculation.  It  was  not  held  out  to  the  stockholders  that  there 
was  a  possibility  for  any  of  them  to  get  rich  out  of  so  small  a  sum 
invested. 

There  has  been  an  attempt  made  to  show  that  poor  and  ignorant 
people  all  over  the  country  were  to  be  gotten  into  the  alleged ' '  scheme ' ' 
and  their  little  savings  taken  from  them.  All  of  flie  testimony 
contradicts  this  idea.  It  clearly  appears  from  the  testimony  that 
the  Uterature  was  sent  almost  exclusively  to  people  who  were  quoted 
by  Bradstreet's  and  Dun's  commercial  agencies  to  be  worth  between 
$5,000  and  $100,000.  And,  further,  that  it  was  sent  almost  exclu- 
sively to  bankers,  lawyers,  and  professional  men,  and  not  to  the 
poor  and  ignorant  classes,  as  has  been  wrongfully  attempted  to  be 
shown. 

It  may  be  weU  just  here  to  bear  in  mind  that  the  Commercial  Fire 
Insurance  Co.  (one  of  the  companies  investigated)  did  away  with 
its  local  agents  in  the  District  of  Columbia  and  sought  to  secure 
business  directly  with  the  poUcy  holders,  and  thus  save  the  com- 
missions usually  paid  to  the  agents. 

It  is  a  remarkable  coincidence  that  Mr.  Bell,  who  first  called 
attention  to  the  business  methods  of  the  Commercial  Fire  Insurance 
Co.,  is  president  of  a  company  which,  according  to  his  own  sworn 
statement,  during  the  last  year  carried  and  received  commissions 
upon  the  veiy  large  sum  of  $14,500,000  in  insurance  poUcies. 

It  is  another  singular  coincidence  that  Mr.  Bell  first  invited  the 
attention  of  Mr.  Stellwagen,  who  is  himself  the  president  of  a  finan- 
cial institution  which  controls  the  placing  of  sufficient  insurance  to 
net  his  institution  something  more  than  $2,000  a  month. 

After  Mr.  SteUwagen's  attention  had  been  invited  to  the  business 
methods  of  these  insurance  companies  by  Mr.  Bell,  he  (Mr.  Stellwagen) 
went  to  see  Col.  Judson,  one  of  the  Commissioners  of  the  District  of 
Columbia.  The  principal  feature  of  this  matter  discussed  by  them 
was  the  then  recently  appraised  value  of  the  Southern  Building,  which 
had  but  a  short  time  before  been  purchased  by  the  two  insurance 
companies  in  question. 

Again,  it  became  a  significant  feature  that  Mr.  Bell,  Mr.  Stellwagen, 
and  the  presidents  of  two  other  frnancial  institutions  located  near  by 
became  not  only  much  concerned,  but  reaUy  excited,  because  the 
Southern  Buildmg  had  been  appraised  at  $2,000,000.  The  property 
of  each  of  these  four  financial  institutions  stands  very  near  by  the 
Southern  Building,  and  was  assessed  for  what  we  believe  to  be  a  very 
low  figure,  and  was  reported  in  their  assets  to  the  Comptroller  of  the 
Currency  at  a  much  higher  figure. 

It  is  not  only  reasonably  certain,  but  to  us  it  is  absolutely  certam 
that  the  real  cause  of  the  first  local  criticism  ("local"  used  advisedly) 
of  the  Commercial  Fire  Insurance  Co.  was  because  it  had  done  away 
with  the  agents'  commissions  between  the  insurance  company  and 
the  policy  holder.  And  it  is  equally  as  certain  that  another  cause  of 
local  criticism  grew  out  of  the  fact  that  if  the  Southern  Building  should 
be  left  to  stand  as  being  worth  $2,000^000,  then  the  property  of  the 
very  near-by  financial  institutions  just  referred  to  would,  of  necessity, 
be  assessed  for  taxable  purposes  for  more  than  it  was  then  assessed. 

The  testimony  discloses  that  Commissioner  Judson,  just  as  soon 
as  Mr.  Stellwagen  had  seen  him,  became  the  active  agent  of  the  four 
financial  institutions  just  referred  to,  to  have  the  valuation  of  the 
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Southern  Building  kept  down  at  as  low  a  figure  as  possible,  for  the 
purpose,  as  we  believe,  that  near-by  property  might  not  be  raised  for 
taxable  purposes. 

Much  testunony  was  taken  relative  to  the  value  of  the  ground  upon 
which  the  Southern  Building  stands,  as  well  as  to  the  value  of  the 
building  itself.  At  the  time  the  Southern  Building  was  acquired  by 
these  two  insurance  companies  it  was  owned  by  the  Southern  Building 
Corporation.  The  exact  figure  realized  by  the  Southern  Building 
Corporation  was  not  ascertained,  for  the  reason  that  the  insurance 
companies  did  not,  in  a  strict  sense  of  the  word,  purchase  the  property 
itself;  but,  instead,  bought  the  stock  in  the  corporation  which  owned 
the  property.  A  broker  bought  up  the  stock  in  the  Southern  Build- 
ing Corporation  at  prices  ranging  from  $10  a  share  to  1100  a  share, 
and  resold  some  to  the  trustees  who  represented  the  insurance  com- 
panies the  par  value  of  each  share  of  stock  thus  bought  being  $100. 

Several  witnesses-^less  than  half  a  dozen — testified  that  the  ground 
upon  which  the  Southern  Building  is  situated  is  worth  in  the  neigh- 
borhood of  $25  a  square  foot.  Again,  it  is  a  singular  coincidence 
that  these  witnesses  are  the  heads  of  the  near-by  financial  institutions 
whose  property  is  assessed  at  much  less  than  they  themselves  admit 
it  to  be  worth. 

Upon  the  other  hand,  a  large  number  of  disinterested  witnesses — 
disinterested  witnesses — place  the  value  of  the  real  estate  proper  at 
prices  ranging  from  $45  to  $50  or  more  a  square  foot,  the  great  over- 
whelming consensus  of  opinion  among  them  being  that  the  real 
estate  is  certainly  worth  $45  a  square  foot. 

As  there  are  22,212  square  feet  of  the  property,  at  the  well-estab- 
lished value  of  at  least  $45  a  square  foot  it  would  make  the  real  estate 
worth  $999,540. 

We  are  of  the  opinion  that  the  undetermined  price  at  which  the  real 
estate  sold  (through  the  stock  sales)  is  not  the  real  criterion  of  its 
value.  The  best  disinterested  experts  in  the  city  of  Washington  have 
testified  that  it  is  worth  not  less  than  $45  per  square  foot.  An  offer 
of  far  more  than  the  above  value  was  made  for  the  site  of  the  Shore- 
ham  Hotel  property,  to  the  west  of  the  Southern  Building,  with  only 
the  width  of  the  street  intervening  between  them.  To  the  east  the 
next  piece  of  corner  property  was  proven  to  be  worth  at  least  $60  per 
square  foot.  To  the  south,  jumping  over  the  four  financial  institutions 
already  referred  to  and  going  but  one  square  away  from  the  Southern 
Building,  we  find  the  real  estate  unquestionably  to  be  worth  upon  the 
market  not  less  than  $100  per  square  foot. 

For  the  time  being  we  will  leave  the  real  estate  upon  which  the 
Southern  Building  is  located  and  consider  the  building  itself. 

It  is  a  well-known  fact  to  everybody  that  building  material  is 
higher  now  than  when  the  Southern  Building  was  erected,  about  two 
years  ago.  We  do  not  believe  that  the  original  cost  of  this  building 
is  a  proper  criterion  by  which  its  present  value  is  to  be  determined,- 
because  of  the  increased  cost  of  building  material. 

The  municipal  architect  for  the  District  of  Columbia  was  called  to 
testify  as  to  a  low  value  for  the  building.  It  developed,  however,  in 
the  testimony  that  the  Commissioners  of  the  District  of  Columbia, 
from  whom  he  derives  his  appointment  as  municipal  architect,  are  not 
willing  to  rely  upon  him  in  the  construction  of  a  very  expensive  build- 
ing such  as  the  Southern  Building.     It  was  shown  that  the  Commis- 
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sioners  of  the  District  of  Columbia  had  prepared  a  bill,  which  was 
introduced  in  Congress,  asking  for  an  appropriation  with  which  to  pay 
a  St.  Louis  architect  $23,000  for  services  in  erecting  a  high  school  to 
cost  $1,200,000.  It  also  developed  that  during  the  last  three  years 
the  Commissioners  of  the  District  of  Columbia  have  paid  out  between 
$65,000  and  $70,000  for  the  services  of  outside  architects  upon  the 
better  buildings  erected  by  them  during  that  time. 

Only  a  few  weeks  ago  a  hearing  was  had  before  the  Appropriations 
Committee  of  the  House  of  Representatives  for  the  District  of  Colum- 
bia. In  that  hearing  one  of  the  Commissioners  of  the  District  of 
Columbia — Col.  Judson — stated,  when  the  subject  of  erecting  some 
wagon  sheds  in  the  market  place  was  under  consideration,  that  the 
municipal  architect  had  made  an  error  of  $17,000  in  a  shed  which  he 
reported  was  to  cost  only  $32,000.  We  have,  therefore,  put  aside 
entirely  the  testimony  of  the  municipal  architect  as  to  what  would 
be  the  present  cost  of  constructing  the  Southern  Building,  and, 
instead,  nave  accepted  the  opinion  of  the  best  architects  in  New  York 
and  Washington,  one  of  whom  was  Mr.  Theodore  Starrett,  an  expert 
office  builder  and  formerly  president  of  Thompson-Starrett  Co.,  of 
New  York,  who  buUt  the  Union  Station  in  Wasnington  City,  and  no 
one  of  them  fixed  the  present  cost  of  construction  of  this  building  at 
less  than  $975,000,  and  one  of  them,  Mr.  Owen  Brainard,  a  civil  and 
architectural  engineer  and  member  of  the  firm  of  Carrere  &  Hastings, 
of  New  York,  fixes  the  present  value  of  the  Southern  Building  at 
nearly  $1,100,000.  We  therefore  have  no  difficulty  whatever  in 
reaching  the  conclusion  that  the  present  cost  of  constructing  this 
building  would  be  at  least  $1,000,000. 

The  value  of  the  budding  itseK  can  be  more  nearly  accurately  arrived 
at  than  can  the  value  of  the  real  estate.  The  cost  of  everything  that 
goes  into  the  building  has  an  established  market  value  while  the 
value  of  real  estate  must  be  more  or  less  a  matter  of  opinion.  Struc- 
tural steel  of  a  fixed  quality  and  weight  has  an  easily  ascertainable 
market  value  per  ton;  brick  have  such  a  market  value  per  thousand; 
lime  and  cement  have  such  a  market  value  per  sack  or  barrel;  in 
fact,  everything  that  goes  into  the  construction  of  the  building  itself 
has  such  a  market  value.  In  this  way,  as  said  above,  the  actual 
present  worth  of  the  building  can  be  more  accurately  ascertained 
than  the  value  of  the  land  can  be. 

We  have  accepted  what  we  consider  to  be  the  best  judgment  of  the 
best  real  estate  experts  in  the  city  of  Washington,  who  are  in  no  wise 
interested  in  the  subject,  as  to  the  value  of  the  ground  upon  which  the 
Southern  Building  stands.  Their  opinions  fix  the  value  of  this  ground 
at  but  little  less  than  a  million  dollars. 

Because  this  property  had  theretofore  sold  for  less  than  forty-five 
or  fifty  dollars  per  square  foot  is  to  us  no  reason  why  it  is  not  now 
worth  more.  It  is  rapidly  advancing  in  value  all  the  time;  besides, 
the  different  stockholders  in  the  Southern  Building  Corporation  got 
different  prices  for  their  stock,  and  not  one  of  them  knows  the 
amount  paid  for  the  whole  of  that  capital  stock. 

Mr  Harper,  president  of  the  District  National  Bank,  who  was  one 
of  the  committee  to  make  the  purchase  of  the  Southern  Building 
for  the  fire  insurance  companies,  stated  under  oath  that  he,  as  one  of 
the  purchasing  committee,  would  have  advised  the  purchase  of  this 
property  at  $1,800,000  if  it  could  not  have  been  bought  for  less,  and 
H.  Kept.  1581,  62-3 3 
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that  he  would  not  have  advised  the  purchase  of  it  at  $1,800,000  unless 
he  considered  it  worth  more — that  his  endeavoi-s  were  to  buy  tlie 
property  at  as  much  less  than  its  real  worth  as  he  could. 

Those  who  would  have  the  committee  and  public  believe  that  the 
insurance  companies  were  carrying  this  propertv  as  an  asset  far  in 
excess  of  its  real  A'alue  have  intimated — in  fact,  before  the  investiga- 
tion commenced,  declared — that  there  was  collusion  between  the 
superintendent  of  insurance  and  the  insurance  companies  when  the 
appraisement  was  made  fixing  the  value  of  this  propertv  at  12,000,000. 
The  testimony  utterly  fails  to  disclose  even  the  slightest  suspicion 
of  such  a  charge.  Mr.  Ingham,  the  superintendent  of  insurance, 
selected  Mr.  H.  H.  DarneUle,  for  many  years  the  assessor  of  the  Dis- 
trict of  Columbia,  to  aid  in  determining  the  value  of  the  ground  upon 
which  the  Southern  Building  was  located.  Jlr.  DarneUle  was  re- 
quested by  Mr.  Ingham  to  coua^cv  word  to  Mr.  Hensey,  another  real- 
estate  expert  in  the  city  of  Washington,  that  he,  too,  was  desired  as 
an  expert  to  appraise  this  piece  of  ground;  while  Mr.  Lipscomb,  ad- 
mitted by  all  to  be  the  best  builder  of  high-class  property  in  the  Dis- 
trict of  Columbia,  was  chosen  by  ^Ir.  Ingham  to  ascertain  the  present 
value  of  the  building  proper. 

We  are  of  the  opinion  that  ]\Ir.  Ingham  selected  for  this  appraise- 
ment three  of  the  most  competent  men  in  the  District  of  Columbia. 
No  one  dared  to  impeach  the  integrity  of  these  appraisers.  But, 
upon  the  contrary,  those  who  were  selfishly  seeking  to  beat  down  the 
price  of  this  propert}^  admitted  both  their  good  judgment  and  u«- 
questioned  integrity. 

Some  testimony  was  taken  for  the  purpose  of  determining  the  value 
of  the  Southern  Building  according  to  its  earning  capacity.  It  was 
beyond  question  established  that  the  property  was  worth  12,500,000 
upon  that  basis.  It  was  shown  that  the  buJdings  in  which  one  or 
more  of  the  criticizing  financial  institutions  are  housed  have  con- 
siderable less  earning  capacity  than  has  the  Southern  Building. 

All  of  the  testimony  introduced  upon  the  subject  shows  that  the 
appraisers  were  duly  and  regularly  appointed,  without  fraud  or  cor- 
rupt motives  in  such  appointment,  and  that  they  were  competent  and 
honest  and  discharged  their  duties  impartially  and  free  from  selfish 
interest;  and  the  testimony  further  shows  beyond  question  that  this 
property  is  worth  $2,000,000.  We  therefore  see  no  reason  whatever 
for  disturbing  the  appraisement  made  by  these  men. 

The  question  has  been  asked  and  may  be  asked  again,  "Why  did  the 
insurance  companies  have  the  building  appraised  so  soon  alter  thev 
bought  it?"  The  answer  is  that  the  superintendent  of  insurance  is 
required  to  luiow  that  the  money  of  all  District  of  Columbia  insurance 
companies,  when  invested  in  real  estate,  is  wisely  and  judiciously 
invested. 

Practically  every  District  of  Columbia  insurance  company  owns 
real  estate,  the  value  of  every  piece  of  which  has  been  ascertained  by 
the  superintendent  of  insurance  in  exactly  the  same  way  that  he  has 
undertaken  to  ascertain  the  value  of  the  real  estate  owned  by  these 
two  insurance  companies.  This  is  but  an  instance  of  following  the 
general  rule  in  such  matters,  and  is  in  no  wise  an  exceptional  case. 
In  fact,  section  652  of  the  Code  of  Law  for  the  District  of  Columbia 
makes  such  a  proceediag  mandatory  upon  the  part  of  the  superin- 
tendent of  insurance.    If  he  had  not  caused  this  appraisement  to  be 
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made  when  he  did  he  would  have  violated  both  custom  and  statute 
law.     Section  652  referred  to  reads  as  follows: 

Sec.  652.  Inquiries  as  to  District  companies.  It  shall  be  the  duty  of  the  said  super- 
intendent of  insurance  to  ascertain  whether  the  capital  required  by  law  or  the  charac- 
ter of  each  insurance  company  or  association  organized  under  the  laws  of  the  District 
of  Columbia  has  been  actually  paid  up  in  cash  and  is  held  by  its  board  of  directors 
subject  to  their  control,  according  to  the  provisions  of  their  charter,  or  has  been  in- 
vested in  property  worth  not  less  than  the  full  amount  of  the  capital  stock  required  by 
its  charter;  or,  if  a  mutual  company,  that  it  has  received  and  is  in  actual  possession  of 
securities,  as  the  case  may  be,  to  the  full  extent  of  the  value  required  by  its  charter; 
and  the  president  and  secretary  of  such  company  or  association  shall  make  a  declara- 
tion under  oath  to  said  superintendent,  who  is  hereby  empowered  to  administer  oaths 
when  hereby  required,  that  the  tangible  assets  exhibited  to  him  represent  bona  fide 
the  property  of  the  company  or  association,  which  sworn  declaration  shall  be  filed  and 
preserved  in  the  ofiice  of  said  superintendent;  and  any  such  officer  swearing  falsely 
m  regard  to  any  of  the  provisions  hereof  shall  be  deemed  guilty  of  perjury  and  shall  be 
subject  to  all  the  penalties  now  prescribed  by  law  in  the  District  of  Columbia  for  that 
crime. 

The  question  of  the  general  competency  and  efficiency  of  Mr. 
Ingham,  superintendent  of  insurance,  became  a  question  during  the 
investigation.  Commissioner  Judson  is  the  only  witness  who  testi- 
fied to  anything  which  would  tend  to  establish  Mr.  Ingham's  incom- 
petency or  unfitness  for  the  position  of  superintendent  of  insurance. 
Col.  Judson,  however,  in  his  testimony,  stated  that  becausp  of  his 
incompetency  he  had  opposed  Mr.  Ingham's  appointment  to  this 

Eosition  from  the  time  when  his  name  was  first  suggested,  and  that 
e  continued  to  oppose  his  appointment  until  after  the  other  two 
commissioners  had  voted  and  had,  therefore,  elected  him  to  the  posi- 
tion; and  that  then  he  simply  acquiesced  to  the  inevitable,  and 
then  voted  for  Ingham,  still  believing  him  to  be  Lacompetent,  but 
knowing  his  vote  was  of  no  avail.  It  developed,  however,  that 
about  57  days  prior  to  this  vote  of  Col.  Judson  he  had  written 
to  Senator  GaUinger  that  he  was  in  favor  of  giviag  this  position  to 
Mr.  Ingham.  Col.  Judson  is  thereby  flatly  contradicted  in  his  testi- 
mony as  to  his  opinion  of  the  competency  and  fitness  of  Mr.  Ingham, 
as  he  is  just  as  flatly  contradicted  in  practically  every  other  important 
statement  which  he  made  as  a  witness  before  the  committee. 

Upon  the  other  hand.  Commissioner  Rudolph,  who  was  immedi- 
ately the  superior  officer  of  Mr.  Ingham,  testifled  that  Mr.  Ingham 
was  competent  and  flt  in  every  respecli  for  the  position  which  he  holds. 
A-fter  the  whole  hearing  had  been  practically  completed,  there  was 
not  a  scintilla  of  evidence  against  Mr.  Ingham,  either  in  his  official 
capacity  or  his  private  life.  When  he  himself  came  upon  the  stand 
toward  the  end  of  the  invest^ation,  he  frankly  and  candidly  admitted, 
and  made  statements  relative  to  an  expense  account  for  a  trip  to 
Georgia  and  another  made  to  Alabama,  which,  unexplamed,  might 
seem  damaging.  But  his  frankness  in  this  respect  is  to  be  com- 
mended He  followed  the  custom  of  long  standmg  m  the  District  ot 
Columbia,  that  the  expenses  of  every  trip  made  outside  of  the  District 
of  Columbia  by  the  superintendent  of  msurance  or  any  ot  his  subor- 
dinates should  be  paid  by  the  company  upon  whose  account  the  trip 
was  made.  In  this  way  he  got-  at  one  time  $50  from  Mr  Tuttle 
president  of  one  of  these  insurance  companies,  and  also  got  $50  at 
another  time.  As  stated,  these  sums  of  money  were  to  cover  his 
expenses  on  the  two  trips  just  named  The  accountants  employed 
by  the  investigating  committee  reported  one  of  these  items  under  the 
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head  of  "legal  services,"  while  the  voucher  itself  showed  unmistakably 
upon  its  face  that  it  was  for  traveling  expenses  thus  incurred,  and  not 
as  a  fee  of  any  description.  The  other  sum  of  $50  the  accountant  did 
not  deal  with  at  all,  but  Mr.  Ingham  himself  frankly  brought  the 
matter  to  the  attention  of  the  committee. 

If  Mr.  Ingham  had  corruptly  gotten  from  Mr.  Tuttle  these  two 
sums,  amounting  to  $100,  then  it  is  reasonable  to  believe  that  both 
Ingham  and  Tuttle  would  have  made  an  effort  to  conceal  the  trans- 
action. However,  just  the  contrary  appears.  If  either  Mr.  Ingham 
or  Mr.  Tuttle  had  had  the  slightest  desire  to  swear  falsely  as  to  these 
transactions,  thej-  could  have  done  so.  They  could  have  made  up 
a  story  far  mere  plausible  than  the  plain,  unvarnished,  frank  recital 
made  by  them  relative  to  these  two  vouchers. 

Instead  of  being  a  reflection  upon  Mr.  Ingham,  we  are  (  f  the  opinion 
that  it  is  to  his  credit  to  have  told  the  truth,  although  it  be  not  so 
easily  explained  as  a  well-manufactured  falsehood  c(.uld  have  been. 
The  only  criticism  in  the  matter  which  could  possibly  be  made  of 
]\Ir.  Ingham  is  that  he  made  a  trip  from  Washington  to  Montgomery, 
Ala.,  to  see  the  commissioner  of  insurance  of  that  State  without  first 
having  asccrtsuned  l)y  wire  that  that  cfhcial  would  be  at  home  upon 
Mr.  Ingham's  arrival  there.  It  should  not  be  considered  a  ^dolent 
presumption  upon  the  part  of  Mr.  Ingham  to  take  it  for  granted 
that  this  or  any  other  pubhc  official  would  be  at  his  place  of  business, 
although,  as  it  turned  out,  the  /labania  msurance  comnussioncr  was 
not  at  home  upon  Mr.  Ingham's  arrival  there.  The  fact  remains, 
however,  that  Mr.  Ingham  had  no  other  business  in  Montgomery, 
Ala.,  than  to  get  information  concerning  this  insurance  company; 
and,  following  the  custom,  the  insurance  company  was  expected  to 
pay  anil  did  pay  his  actual  expenses  in  going  there  and  returning. ^ 

Until  Mr.  Ingham  became  superintendent  of  insurance  in  the  Dis- 
trict of  Columbia,  his  predecessor,  who  was  the  only  other  official 
of  that  title  and  jurisdiction,  had  kept  no  sort  of  account  in  the  office 
of  such  receipts  and  expenditures.  It  is  to  Mr.  Ingham's  credit, 
however,  that  while  he  does  not  keep  a  book  for  that  purpose  his 
settlements  of  these  matters  with  the  msurance  companies  are  made 
by  letter,  and  a  letter-press  copy  invariably  retained  in  his  office  as  a 
record.  It  is  further  to  his  credit  that  in  his  annual  report  he  fully 
sets  out  such  receipts  and  expenchtures.  This  his  predecessor,  who 
was  considered  a  most  excellent  man  for  the  place,  had  never  done. 

There  has  been  some  attempt  made  to  criticize  Mi .  Ingham  for  not 
having  made  written  comment  to  his  superior  officer,  Commissioner 
Rudolph,  when  he  reported  to  Mr.  Rudolph  the  result  of  his  exami- 
nation into  the  financial  condition  of  the  affairs  of  the  two  insurance 
companies. 

It  is  our  opinion,  just  as  it  is  the  opimon  of  Commissioner  Rudolph, 
that  Mr.  Ingham  fully  discharged  his  duty  when  he  made  written 
report,  practically  without  written  comment  to  Mr.  Rudolph.  He 
had  the  right  to  take  it  for  granted,  and  in  this  we  believe  he  was 
correct,  that  Mr.  Rudolph  was  fully  competent  to  analyze  the  state- 
ment without  a  written  exposition  of  it  from  his  inferior  officer. 

We  are  entirely  satisfied  in  the  belief  that  the  foregoing  recital  of 
facts  completely  exonerates  the  superintendent  of  insurance  of 
any  charges  that  he  entered  into  collusion  with  the  insurance  com- 
panies relative  to  the  valuation  of  the  real  estate  owned  by  them. 
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The  appraisers  selected  by  Mr.  Ingham  to  value  the  Southern  Build- 
ing property  did  so  honestly  and  correctly.  Every  disinterested 
witness  who  testified  upon  the  subject  approved  that  appraisal. 

The  next  question  which  arises  is:  Was  the  superintendent  of 
insurance  in  collusion  with  the  insurance  companies  for  the  purpose 
of  making  a  false  statement  of  their  financial  condition  ? 

It  is  not  necessary  for  many  words  to  be  spent  upon  this  subject. 
The  competent  expert  accountants  employed  by  the  committee  and 
placed  upon  that  work,  after  a  thorough  and  most  minute  examina- 
tion of  all  the  books,  papers,  accounts,  securities,  and  assets  of  both 
insurance  companies,  made  a  statement  which  corroborated  Mr. 
Ingham's  statement  in  every  particular.  Not  only  was  the  cor- 
rectness of  Mr.  Ingham's  statement  thus  established  beyond  all  sort 
of  question,  but  this  statement  made  by  the  New  York  expert 
accountants  also  discloses  the  fact  that  each  of  these  insurance  com- 
panies is  absolutely  solvent. 

These  companies,  and  especially  the  Commercial,  had  had  a  bad 
year  during  1912.  They  suffered  many  losses,  but  it  appears  nowhere 
that  a  single  policy  holder  who  suffered  a  loss  has  not  been  promptly 
and  satisfactorily  settled  with. 

Throughout  the  investigation  no  complaint  has  come  to  the  com- 
mittee from  any  dissatisfied  policy  holder.  Since  the  investigation 
started  letters  of  inquiry  as  to  the  condition  of  the  companies  have 
reached  the  committee.  Out  of  the  total  number  of  about  6,000 
stockholders  in  these  two  companies  complaints  have  been  received 
from  less  than  a  dozen,  and  those  complaints  grow  entirely  out  of 
apprehension  as  to  the  real  condition  of  the  companies.  This  appre- 
hension was  no  doubt  caused  by  the  fact  that  an  investigation  was 
being  conducted. 

Criticizing  stress  is  laid  upon  the  cost  of  the  organization  of  these 
two  companies.  The  Commercial  recently  underwent  a  reorganiza- 
tion for  the  purpose  of  increasing  its  capital  and  surplus. 

The  increased  capital  stock  and  surplus  of  the  Commercial  was 
sold  throughout  the  country  by  agents,  who  were  paid  commissions. 
Tuttle,  Wightman  &  Dudley  were  the  principal  agents  in  the  distri- 
bution of  this  capital  stock  and  surplus,  and  they  had  numerous  sub- 
agents  throughout  the  country.  It  appears  that  from  this  entire 
transaction  Tuttle,  Wightman  &  Dudley  realized  a  profit  of  about 
$6,000.  If  equally  divided  among  the  three,  each  received  some- 
thing like  $2,000.     For  the  work  done  they  were  poorly  compensated. 

When  they  came,  long  afterwards,  to  assist  in  the  organization  of 
the  First  National  Fire  Insurance  Co.  their  former  experience  with 
the  Commercial  brought  them  to  realize  that  the  plan  under  which 
the  Commercial  was  organized  must  be  departed  from.  In  other 
words,  they  found  that  the  commissions  paid  to  the  subagents 
scattered  over  the  country  had  eaten  up  the  profits  to  such  an  extent 
that  they  themselves  were  left  with  but  little — about  1  per  cent. 
They  finally  adopted  the  plan  of  selling  the  stock  through  the  mail. 
When  their  literature  was  prepared  they,  out  of  abundant  caution 
and  wisdom,  submitted  that  literature  to  the  post-office  authorities 
for  approval;  and  it  was  approved  by  that  department. 

It  has  developed  that  Tuttle,  Wightman  &  Dudley,  together  with 
the  companies  with  which  they  were  associated,  have  some  enemies, 
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of  wtom  we  shall  speak  later,  who  were  seeking  every  possible  avenue 
through  which  they  could  annoy. 

The  testimony  does  not  develop  what  their  profits  were  in  placing 
the  stock  of  the  First  National,  as  the  stockholders  of  the  corpora- 
tion of  Tuttle,  Wightman  &  Dudley  (Inc.),  were  compelled  to  advance 
the  necessary  money  from  their  individual  pockets,  the  corporation 
itself  having  but  httle  capital.  The  total  amount  paid  to  them  by 
the  insurance  company  included  both  the  funds  so  advanced  by  them 
as  well  as  their  profits.  It  cropped  out  in  the  hearing  that  their  post- 
age amoimted  to  considerably  more  than  $50,000.  In  addition  to 
this  their  time  and  efforts  were  given,  and  still  in  addition  they 
were  compelled  to  employ  an  expensive  office  force. 

It  is  self-evident  that  the  commissions  paid  to  Tuttle,  Wightman 
&  Dudley  by  the  insurance  companies  for  organization  purposes 
were  large.  In  reckoning  with  that  proposition,  however,  we  must 
bear  in  mmd  that  Tuttle,  Wightman  &  Dudley  m  undertaking  the 
organization  assumed  very  heavy  outlays  of  money,  which  would 
liave  been  a  total  loss  to  them  if  their  efforts  at  organization  had 
failed. 

Several  different  methods  have  been  adopted  for  the  purpose  of 
magnifying  the  amount  of  money  paid  them  for  the  work  done  in 
effecting  the  organization.  One  of  these  methods  has  been  to  com- 
pare the  amount  paid  to  them  by  the  insurance  companies  with  the 
amount  received  m  actual  cash  by  the  insurance  companies.  This 
amount  seems  smaller  and  is  really  smaller  when  compared  to  both 
the  casli  and  contracts  deliAcred  to  the  company.  This  can  be  illus- 
trated in  this  way:  If  a  man  has  a  -$15,000  farm  for  sale,  and  places 
it  in  the  hands  of  a  real  estate  agent  for  sale  upon  5  per  cent  commis- 
sion, and  tliat  real  estate  agent  succeeds  in  finding  a  piirchaser,  and 
the  sale  is  finally  concluded  with  $5,000  being  paid  in  cash  and  with 
two  deferred  payments  of  $5,000  each,  one  due  in  six  months  arid 
one  in  12  months,  the  5  per  cent  commission  upon  the  whole  $15,000 
when  compared  to  the  first  cash  payment  seems  to  be  very  large; 
but  when  compared  to  the  total  amount  of  the  sale,  becomes  smaller. 
The  capital  stock  of  this  company  was  sold  for  part  cash  in  hand  and 
the  remamder  in  deferred  payments.  Those  who  negotiated  the 
sale  got  their  commissions  out  of  the  first  money  which  came  in,  as  is 
usual  in  such  cases.  After  these  commissions  were  paid  the  insur- 
ance company  had  the  cash  that  was  left  and  the  contract  for  the 
deferred  payments.  It  has  been  suggested  by  some  that  if  these 
future  payments  should  not  be  made,  then  the  insurance  company 
had  made  a  bad  bargain  by  having  the  commissions  aheady  paia  out. 

The  7^  per  cent  commission  paid  Tuttle,  Wightman  &  Dudley  (Inc.) 
for  the  sale  of  stock  was  expressly  stipulated  by  the  contract  to  be  paid 
out  of  the  individual  subscription  in  such  wise  that  each  subscription 
bore  its  own  and  only  its  own  expense  in  the  form  of  commission.  In 
other  words,  under  no  circumstances  could  the  whole  of  what  one 
person  paid  in  be  taken  to  be  afterwards  spread  out  over  what  a 
dozen  other  persons  paid  in;  but  the  contract  provided  that  the  sub- 
scription should  be  kept  intact  in  such  wise  that  there  could  be  re- 
turned, if  necessary,  to  each  subscriber  all  the  money  that  he  paid  in 
as  a  separate  fund  belonging  to  him,  less  only  the  accraed  commission 
and  the  proportionate  amount  of  expenses  charged  against  his  indi- 
vidual subscription.     Inasmuch  as  the  expense  of  securing  the  sub- 
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scription  was  ail  incurred  prior  to  tlie  time  when  tiie  payments  began, 
the  contract  provided  that  the  commissions  should  be  first  paid  out 
of  the  first  installment,  and  that  the  proportionate  amount  of  expense 
should  be  paid  out  of  the  first  two  installments.  So  that  if  but  one 
installment  was  paid  the  entire  amount  would  have  been  used  in 

Eaying  the  expense  of  securing  the  subscription.  But  this  was  no 
ardship  upon  the  subscriber  in  view  of  the  fact  that  the  code  gave 
the  company  the  right  to  forfeit  any  installment  which  was  60  days 
overdue  with  respect  to  any  installment.  To  illustrate :  A  man 
subscribing  for  25  shares  of  stock  at  a  total  of  $250  and  paying  for  the 
same  in  cash,  there  would  be  deducted  from  the  $250,  7^  per  cent 
commission  and  the  proportionate  part  of  the  expense  actually  in- 
curred; which,  in  the  case  of  the  First  National,  was  about  6 J  per 
cent.  The  remainder  of  that  $250  was  to  be  kept  intact,  either  in 
bank  or  invested  in  securities.  Of  that  amount  $125  was  capital 
and  the  balance  was  surplus.  If,  instead  of  paying  cash,  there  would 
be  five  installments  of  $25  each,  out  of  the  first  two  installments  the 
7i  per  cent  commission  and  the  6^  per  cent  expenses  would  be  taken. 

The  balance  paid  in  niight,  if  the  subscriber's  stock  paying  be 
forfeited,  be  put  by  the  company  to  its  own  use  and  would  constitute 
surplus  without  any  capital  liability  against  it.  It  may  be  remarked 
that  there  were  no  such  cases  disclosed.  If  but  two  payments  were 
made  of  $25  each,  then  out  of  the  first  payment  7J  per  cent  of  the 
total  subscription  would  be  paid  to  Tuttle,  Wightman  &  Dudley  (Inc.) 
and  out  of  the  second  payment  6J  per  cent  would  be  paid  to  Tuttle, 
Wightman  &  Dudley  (Inc.)  to  reimburse  them  for  the  expense 
actually  incurred,  and  the  balance  would  go  to  the  surplus  when 
forfeited  for  noncompletion  of  the  subscription.  It  would  be  impos- 
sible to  finance  a  company  upon  the  popular-subscription  plan  by 
taking  only  the  percentage  out  of  each  installment  as  paid,  as  it  would 
require  a  cash  investment  of  a  prohibitable  large  sum  of  money  pend- 
ing the  payment  of  installments  which  would  reimburse  for  the 
expense.  It  is  the  universal  practice,  whether  in  the  sale  of  stock, 
the  sale  of  books,  or  the  sale  of  goods  on  the  installment  plan,  that  the 
persons  effecting  the  sale  shall  be  paid  in  full  out  of  the  first  moneys 
paid  in. 

If  these  insurance  companies  or  the  organizing  agents  were  one- 
hundredth  part  as  corrupt  as  those  who  are  prosecuting  them  would 
have  the  public  believe,  it  would  be  greatly  to  their  interest  to  have 
all  of  those  who  have  signed  contracts  to  purchase  stock  to  default 
and  forfeit  the  cash  paid  in. 

Except  that  the  officers  of  these  companies  have  the  success  of 
the  companies  really  at  heart,  they  could  take  advantage  of  this 
investigation  to  dissatisfy  those  who  have  deferred  payments  yet  to  be 
made,  and  thus  deprive  them  of  their  money.  If  they  were  '  'crooked ' ' 
companies  they  would  want  nothing  better  than  this  investigation  as 
an  excuse  to  dissatisfy  their  stockholders,  have  them  default,  and 
then  keep  the  cash  already  paid  in.  Just  the  opposite,  however, 
appears  to  be  the  desire  of  the  officers  of  these  companies.  They 
have  made  an  admirable  fight  against  all  kinds  of  unestabhshed 
accusations  and  insinuations  for  the  purpose  of  protecting  those  who 
had  their  subscriptions  fully  paid  up,  as  weU  as  those  who  hav(- 
them  only  partly  paid  up. 
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The  undersigned,  viewing  the  matttr  afterwards  rathi  r  than  before 
the  transaction,  think  the  commissions  paid  to  Tiittle,  Wightman  cV: 
Dutlley  were  vi  rv  hberal.  EA'try  lawyer  and  every  Utigant,  however, 
wall  admit  that  a  contingent  fee  fixed  before  the  trial  is  less  liberal  than 
the  same  fee  ajipears  to  be  after  the  case  has  been  wi  n.  This  is  (  sjk- 
cially  true  cf  the  successful  client. 

We  have  no  doubt  that  Tuttle,  Wightman  &  Dudley  in  the  begin- 
ning would  have  undertaken  the  sale  or  this  stock  at  a  very  much  lower 
figure  if  they  had  been  guaranteed  agamst  loss  because  li'  their  under- 
taking, and  had  been  secured  in  the  payment  of  a  certain  fee. 

In  the  brief  filed  by  the  attorneys  for  the  insurance  companies,  in 
speaking  of  the  st(!ck-sellmg  contract,  we  find  this  language: 

These  conlracts  have  been  criticized  as  being  excessive  in  the  percentages  allowed, 
but  a  comparison  with  percentages  paid  in  like  cases  by  other  companies  will  show 
that  they  are  not  unreasonable.  Mr.  Best,  the  insurance  expert  and  president  of 
Alfred  M.  Best  Co..  testified  (R.  7,  p.  659)  that  the  expenses  of  organizing  Sterling 
]''ire  Insurance  <'o.,  of  Indiana,  was  about  40  per  rent;  that  of  organizing  Detroit 
National  Fire  Insurance  t'o.,  34  per  cent;  that  of  Vulcan  Fire  Insurance  Co.,  45  per 
cent;  that  of  .'Southwestern  Surety  Co.,  of  Texas,  more  than  2.5  pgr  cent;  and  (p.  660') 
he  also  testified  that  United  American,  of  Kentucky;  Henry  Clay  Fire  Insurance  Co.. 
of  Kentucky;  and  Great  Southern  Fire  Insurance  Co.,  of  Kentucky,  had  heavy  organi- 
zation expenses,  the  figures  of  which  he  did  not  remember,  though  from  the  question 
asked  him  it  may  be  assumed  that  the  cost  ot  their  organizal  ion  was  30  per  cent,  20  per 
cent,  and  25  per  cent,  respectively. 

We  do  not  agree,  however,  that  because  of  other  high  charges  or 
expenses  incident  to  the  sale  of  stock  that  the  per  cent  paid  by  these 
companies  is  consequently  exactly  correct. 

We  ourselves  are  sticklers  for  very  small  organization  fees.  Some 
of  the  States,  however,  have  by  law  fixed  10  per  cent  as  a  reasonable 
organization  charge  to  be  madfe.  The  best  posted  commissioners  of 
insurance  of  some  of  the  States  regard  20  per  cent  as  not  excessive. 
As  we  said,  the  per  cent  paid  seems  too  much  to  us;  but  all  the  rest  of 
the  country  seem  not  to  agree  with  us  ia  this. 

These  companies  are  the  only  ones,  however,  which  we  have  found 
where  the  charge  or  expense  of  organization  was  made  strictly  a  con- 
tingent one.  The  others  to  which  we  refer,  together  with  the  statutes 
of  States  upon  that  subject,  clearly  indicate  that  they  were  fixed  or 
certam  fees,  while  the  fees  paid  in  this  instance,  as  we  have  several 
times  said,  were  conditioned  wholly  upon  final  success. 

In  the  brief  of  the  attorneys  for  the  insurance  companies  we  find 
the  foUowiag  additional  language: 

The  total  expense  in  the  case  of  sellingthis  stock  was  14  per  cent,  which  included 
the  7i  per  cent  fee  to  Tuttle,  Wightman  &  Dudley,  there  being  6  per  cent  out  of  the  total 
allowance  for  expenses  turned  back  into  the  treasury  of  the  company  (R.  20,  p.  1553); 
and  Mr.  Wolfe  testified  that  this  was  a  very  moderate  expense  for  distributing  the 
stock  (R.  17,  p.  1376).  The  fees  of  Tuttle,  Wightman  &  Dudley  amounted  to  about 
$113,000;  but,  as  Mr.  Tuttle  testifies  (R.  20,  p.  1555),  the  organization  of  the  first  Na- 
tional Fire  Insurance  Co.,  with  $1,780,000  subscribed  capital,  was  the  culmination  of 
his  efforts,  which  covered  a  period  of  practically  four  >ears. 

The  testimony  developed  that  this  was  the  first  successful  attempt 
ever  made  to  sell  a  large  amount  of  stock  in  a  new  fire  insurance  com- 
pany through  the  mails.  We  can,  therefore,  see  why  Tuttle,  Wight- 
man  &  Dudley  would  want  a  liberal  contract  in  the  beginning,  before 
they  would  even  put  themselves  in  position  to  pay  out  $50,000  for 
postage  stamps  or  fail  m  the  enterprise. 

Wliatever  just  criticism  may  be  offered  upon  this  score  seems  to  us 
to  be  because  the  officers  of  the  insurance  company  did  not  know 


INVESTIGATION  OP  COMMEKCIAL  FIRE  INSURANCE  CO.  ET  AL.       41 

in  advance  that  the  endeavors  of  Tuttle,  Wightman  &  Dudley  to 
organize  these  companies  would  succeed.  Since  they  have  succeeded, 
those  who  now  criticize  most  freely  are  in  no  better  position  than  to 
say  that  success  was  assured  in  advance;  whereas  if  failure  had  come, 
and  those'  who  were  to  sell  the  stock  had  spent  their  all  for  postage 
stamps,  literature,  clerk  hire,  and  office  rent,  then  these  same  critics 
would  no  doubt  say  "I  told  you  so."  Those  who  look  at  a  business 
proposition  subsequently  rather  than  before  can  always  do  this. 
But  the  promoter,  if  you  wish  to  call  him  as  such,  must  look  at  it 
from  the  standpoint  afforded  him  before  either  success  or  failure  is 
the  final  result. 

Wo  venture  the  opinion  that  in  this  and  every  other  country  there 
are  a  hundred  times  more  bankrupt  promoters  than  there  are  suc- 
cessful ones. 

These  promoters  took  a  large  chance  in  becoming  additions  to  the 
long  list  of  previous  fa'dures.  With  them  the  element  of  chance  had 
to  be  considered,  because  there  was  no  getting  rid  of  it  in  reality. 
Even  we,  who  now  look  upon  that  commission  paid  as  being  liberal, 
view  it  as  "after  taking"  rather  than  "before  taldng."  In  making 
the  contract  a  theory  or  chance  was  to  be  dealt  with.  The  element 
of  chance  is  now  gone,  and  we  are  asked  to  eliminate  that  and  deal 
with  a  completed,  existmg  condition.  The  two  viewpoints  are  as  far 
apart  as  are  the  antipodes.  Realizing  this  ws  feel  in  equity  bound 
not  to  treat  the  matter  through  "hind  sights"  altogether,  but  to 
make  allowance  for  the  uncertainty  and  risk  of  "fore  sights." 

We  come  now  to  treat  of  the  underwriting  contracts.  During 
the  course  of  the  investigation  these  contracts  were  very  bitterly 
assailed.  The  contract  made  by  the  Commercial  and  that  made  by 
the  First  National  with  Tuttle,  Wightman  &  Dudley  as  underwriters 
were  but  slightly  different;  that  of  the  latter  being  perhaps  the  better 
contract.  The  first  contract  was  made  upon  a  basis  of  35  per  cent 
of  premiums  plus  10  per  cent  of  the  underwriting  profits  that  inured 
to  the  company.  The  latter  contract  was  upon  a  basis  of  37*  per 
cent  of  the  premiums  plus  1 0  per  cent  of  the  underwriting  profits  that 
inured  to  the  company.  But  there  were  other  provisions  of  the  latter 
contract  which  were  less  liberal  to  the  underwriters  than  the  terms 
of  the  first  contract.  Upon  this  subject,  counsel  for  the  insurance 
companies  comment  as  follows  in  their  brief: 

The  contingent  interest  of  10  per  cent  given,  as  in  this  case,  to  Tuttle,  Wightman  & 
Dudlev,  being  based  upon  the  underwriting  profits  of  the  companies,  gives  to  the 
underwriters  a  real  interest,  and  what  has  been  called  an  identity  of  interest,  in  the 
success  of  the  companies  over  and  above  the  general  interest  they  would  have  on 
account  of  the  35  per  cent  of  premiums;  although  this  identity  of  interest  would  be 
practically  assured  in  modt  instances  by  a  contract  for  15  years  (the  period  covered  by 
the  Tuttle,  Wightman  &  Dudley  contract),  if  it  were  on  the  35  per  cent  basis  alone. 
The  effect  of  the  contingent  interest  as  testified  by  Mr.  S.  J.  Johnson  (R.  19,  p.  1455) 
is  that  it  puts  a  premium  on  carefulness  of  selection  of  risks.  Mr.  Tuttle  (R.  20,  p. 
1579)  testifies,  "Our  interests  are  exactly  parallel  with  those  of  the  Commercial  Fire 
Insurance  Co.  and  with  the  stockholders  of  that  company." 

Tuttle,  Wightman  &  Dudley  (Inc.)  will  receive  less  out  of  the 
374  per  cent  contract  with  the  First  National  than  out  of  the  35 
per  cent  with  the  Commercial  Fire,  for  the  reason  that  the  plan  of 
organization  of  the  First  National  promised  the  stockholders  that 
the  business  would  be  forwarded  to  the  company  from  estabUshed 
■general  agents  throughout  the  United  States,  and  while  this  shows 
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a  better  class  of  business  than  could  be  gotten  by  a  large  number  of 
local  agents  connected  du-ectly  with  the  home  office  of  the  under- 
writing firm,  it  is  more  expensive  to  Tuttle,  Wightman  &  Dudley, 
because  the  general  agents  themselves  require  a  larger  commission 
in  order  to  leave  a  margin  between  what  is  paid  them  and  what  their 
local  agents  receive  in  the  different  States. 

It  is  urged  against  tne  present  underwriters  that  thej'  have  given 
to  these  companies  a  class  of  business  upon  which  a  very  large  sum 
of  money  was  lost  during  the  last  calendar  year.  This  is  all  true. 
These  underwriters  did  give  to  their  insurance  companies  a  class  of 
risks  upon  which  much  money  was  lost.  But,  can  anybody  in  all 
the  world  find  another  insurance  company  which  has  not  at  some 
time  or  another  in  its  history  had  the  same  experience  ? 

In  dealing  with  this  feature  of  the  case,  as  well  as  with  the  divi- 
dends paid,  all  of  the  insurance  experts  appearing  before  us,  no 
matter  how  openly  unfriendly  they  were  to  these  insurance  com- 
panies, were  compelled  to  admit  that  the  business  of  any  insurance 
company  must  be  reckoned  by  general  averages  and  not  by  a  selected 
period  of  time.  It  seems  to  be  the  history  of  insurance  companies 
when  bad  luck  comes  that  it  never  rains  but  it  pours.  These  insur- 
ance companies  are  hopeful  that  they  have  had  theirs,  and  in  the 
future  may  expect  better  luck.  They  have  a  right  to  be  hopeful, 
because  it  is  the  history  of  fire  insurance  companies  that,  with  but 
few  exceptions,  they  make  money.  Those  that  fail  seldom  do  so 
because  of  a  continued  run  of  bad  luck,  but,  instead,  because  of 
some  big  conflagration.  The  truth  of  the  matter  is  that  fire  insurance 
rates  are  too  high,  and  because  they  are  too  high  i^  the  reason  why 
the  companies  if  permitted  to  run  through  a  series  of  years  will 
make  money. 

The  underwriting  for  both  the  Commercial  Fire  Insurance  Co.  and 
the  Fii-st  National  Fire  Insurance  Co.  is  conducted  under  a  general 
agency  contract  between  each  of  these  companies  with  Tuttle, 
Wightman  &  Dudley,  of  which  Robert  R.  Tuttle,  the  president  of 
the  Commercial  Fire  Insurance  Co.  and  vice  president  of  the  First 
National  Fire  Insurance  Co.,  is  the  president  and  active  head. 
These  contracts  provide  generally  for  the  payment  of  a  commission 
of  from  35  per  cent  ta  37^  per  cent  to  the  underwriter,  and  out  of 
this  commission  the  underwriter  has  to  pay  all  local  and  general 
agents'  commissions  throughout  the  various  States  in  which  the  com- 
panies may  be  operating,  and  all  the  underwriting  expenses,  the 
margin  bemg  the  profit  to  Tuttle,  Wightman  &  Dudley.  These 
contracts  are  each  for  a  period  of  15  years,  and  provide,  in  effect, 
that  the  underwriting  company  shall  select  the  business  to  be  put 
upon  the  books  of  the  companies;  but  that  the  companies  shall  have 
the  right  to  cut  down  the  amount  of  business  written  in  any  particu- 
lar locality  if  the  business  shall  prove  to  be  unprofitable  to  the  com- 
pany. The  value  of  these  contracts  depends  largely  upon  whether 
or  not  the  companies  themselves  make  money,  but  are  open  to  the 
criticism  generally  made  as  to  this  manner  of  conducting  the  under- 
writing of  a  company  that  it  exposes  the  company  to  temptation  on 
the  part  of  the  underwriter  to  increase  the  company's  premium 
income  with  a  view  to  commissions. 

While  it  is  in  evidence  that  there  are  a  considerable  number  of  large 
companies  being  successful!}^  conducted  under  this  general-agency 
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plan,  it  would  seem  that  the  interests  of  the  stockholders  are  better 
conserved  by  what  is  known  as  the  home-office  management,  which, 
though  more  expensive  in  the  beginning,  is  likely  to  prove  more  profit- 
able to  the  companies  in  the  long  run.  This,  however,  is  one  of  those 
matters  of  purely  internal  management  on  the  part  of  the  two  fire 
insurance  companies  under  investigation,  which  has  no  relation  to  the 
conduct  of  the  office  of  the  supermtendent  of  insurance,  and  is  not, 
therefore,  strictly  within  the  scope  of  the  authority  of  the  committee 
to  investigate  or  report  upon.  The  record  shows  that  the  underwrit- 
ing contract  made  by  the  Commercial  Fire  Insurance  Co.  with  the 
firm  of  Tuttle,  Wightman  &  Dudley  was  made  at  a  time  when  the 
majority  of  the  stock  of  the  Commercial  Fire  Insurance  Co.  was  owned 
by  the  Protective  Corporation  of  Syracuse,  N.  Y.,  said  contract  being 
intended  to  replace  a  contract  theretofore  made  between  the  Protec- 
tive Corporation  and  the  firm  of  Tuttle,  Wightman  &  Dudley.  At 
the  time  of  the  execution  of  this  contract  no  member  of  the  firm  of 
Tuttle,  Wightman  &  Dudley  was  a  member  of  the  board  of  directors 
of  the  Commercial  Fire  Insurance  Co.,  with  the  exception  of  Robert 
R.  Tuttle,  whom  the  minutes  show  to  have  been  present,  but  not 
voting,  upon  the  execution  of  the  contract.  (See  Harper's  testi- 
mony.) It  is  also  in  evidence  that  this  contract  was,  in  effect,  the 
same  contract,  and  was  intended  to  replace  a  contract  between  the 
Commercial  Fire  Insurance  Co.  and  the  John  A.  Kelly  Co.,  which  had 
been  in  force  for  some  time  between  the  Commercial  Fire  Insurance 
Co.  and  the  said  Kelly  Co. 

The  contract  with  the  firm  of  Tuttle,  Wightman  &  Dudley  was 
more  favorable  to  the  Commercial  Fire  Insurance  Co.  than  that  which 
had  been  previously  made  with  the  Kelly  Co.,  or  than  those  which 
several  other  local  fire  insurance  companies,  notably  the  Potomac 
Fire  Insurance  and  the  Franklin  Fire  Insurance  Co.  had  made  with 
the  Kelly  Co.  The  contract  made  by  the  First  National  Fire  Insur- 
ance Co.  with  Tuttle,  Wightman  &  Dudley  was  made  by  an  organiza- 
tion committee,  consisting  of  Eldridge  E.  Jordan,  Ashley  M.  Gould, 
Charles  F.  Carusi,  Robert  N.  Harper,  George  W.  Atkinson,  William 
H.  Ingersoll,  Robert  J.  Wynne,  and  Howard  C.  Shober.  It  will  be 
seen  that  at  the  time  of  the  execution  of  this  contract  Tuttle,  Wight- 
man  &  Dudley  had  not  been  incorporated  and  consisted  of  a  partner- 
ship between  Messrs.  Tuttle,  Wightman  &  Dudley,  and  that  no  mem- 
ber of  that  firm  was  a  member  of  the  organization  committee.  The 
execution  of  such  a  contract  was  in  contemplation  as  a  part  of  the 
original  plan  in  the  organization  of  the  First  National  Fire  Insurance 
Co.  and  constituted  one  of  the  inducements  to  Messrs.  Tuttle,  Wight- 
man,  &  Dudley  to  undertake  the  sale  of  the  stock  of  the  company. 
At  the  time  that  the  contract,  afterwards  adopted  by  the  First  National 
Fire  Insurance  Co.  when  it  was  chartered,  was  first  made  by  the 
organization  committee  neither  Mr.  Gould  nor  Mr.  Carusi  was  m  anv 
way  interested  in  the  firm  of  Tuttle,  Wightman  &  Dudley.  It  would 
thus  appear  that  the  charge  that  Messrs.  Tuttle,  Wightman  &  Dudley, 
or  Tuttle,  Wightman  &  Dudley  (Inc.),  had  any  participation  m  the 
execution  of  the  underwriting  contract  with  either  of  the  two  fire 
insurance  companies  with  themselves  is  not  supported  by  the  evi- 

QBIICG. 

Since  the  execution  of  the  underwritiag  contract  with  the  Com- 
mercial, Messrs.  Tuttle,  Wightman  &  Dudley  and  Mr.  Carusi  and  Mr. 
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Gould  have  all  become  directors  of  the  Commercial  Fu"e  Insurance  Co., 
and  since  the  execution  of  the  underwriting  contract  with  the  organiza- 
tion committee  of  the  First  National  Fire  Insurance  Co.,  Messrs.  Gould 
and  Carusi  became  iaterested,  to  a  minor  extent,  m  the  corporation 
of  Tuttle,  Wightman  &  Dudley,  and  Messrs.  Tuttle,  Wightman  & 
Dudley  became  members  of  the  board  of  directors  of  the  First  National 
Fire  Insurance  Co. 

An  effort  is  being  made  to  judge  the  older  of  these  companies,  the 
Commercial,  by  one  year's  business,  and  to  judge  the  latter,  the  First 
National,  by  only  a  few  weeks'  business.  We  venture  the  opinion 
that  there  is  not  now  an  insurance  company  doing  business  in  the 
entu'e  United  States  from  whose  history  can  not  be  selected  a  much 
longer  time  than  the  test  which  has  been  applied  to  the  older  of  these 
companies  and  find  that  they  lost  money  throughout  that  selected 
period,  but  which  company  made  money  through  its  continuance 
before  and  after  that  selected  period.  This  test,  when  applied  to 
most  any  business  concern  in  the  country  which  deals  with  the  future 
will,  of  necessity,  show  errors  of  judgment  because  of  no  man's 
knowledge  of  the  future.  There  is  a  difference  between  life  insurance 
companies  and  fire  insurance  companies.  All  houses  which  are 
insured  do  not  burn,  while  all  men  who  have  their  lives  insured  must 
tlie.  One  can  more  easily  ascertain  the  probable  span  of  human  life 
than  he  can  possibly  arrive  at  what  house  will  burn,  or  when  it  will 
burn. 

It  has  been  thought  for  generations  that  the  hfe  tables  used  by  the 
life  insurance  companies  have  been  correct;  yet,  if  an  undercvirrent  of 
rumor  is  worth  anything,  one  of  the  largest  life  insurance  companies 
doin<;  business  in  the  Ignited  States  finds  that  the  people  vipon  whom 
it  took  risks  years  ago  are  dying  between  40  and  50  years  of  age,  instead 
of  between  50  and  60  years  of  age,  as  they  figured  upon  when  they 
wrote  the  policies.  The  time,  perhaps,  is  near  at  hand  when  this 
company  will  no  doubt  ask,  just  as  these  companies  are  now  asking, 
that  it  be  judged  by  the  impossibility  of  unfolding  the  future,  and 
that  their  losses  and  dividends  should  be  reckoned  upon  a  basis  of 
an  average  through  a  series  of  years  rather  than  upon  a  selected  short 
period.  Should  this  come  we  believe  that  their  contention  along 
this  line  wUl  be  sustained  by  piibhc  opinion. 

The  Commercial  Fire  Insurance  Co  is  an  old  one.  Originally  its 
capital  stock  was  but  $100,000.  The  present  officers  bought  up 
the  stock  in  that  small  company  and  have,  through  their  efforts  and 
the  efforts  t  f  Tuttle,  Wightman  &  Dudley,  in  their  successful  en- 
deavors to  sell  stock,  made  of  it  what  in  insurance  parlance  is  "A 
million  doUar  company."  The  Commercial  Co.,  as  originally  con- 
stituted, went  along  for  years  and  accumulated  a  surplus  of  some- 
thing like  $37,000,  notwithstanding  the  fact  that  they  had  a  con- 
tract with  the  John  Kelly  Co.,  underwriters,  from  whom  the  new 
Commercial  Co.  was  given  risks  upon  which  it  lost  a  larger  per- 
centage than  the  company,  as  at  present  organized,  has  lost  upon  the 
risks  given  to  it  by  Tuttle,  Wightman  &  Dudley,  even  in  a  bad  year. 

We  have  said  that  insurance  rates  are  too  high.  The  Commercial 
Fire  Insurance  Co.,  the  only  one  of  the  companies  complained  of  in 
the  resolution  which  had  been  doing  business  for  any  length  of  time, 
had  reduced  rates  in  the  District  of  Columbia.  It  is  but  just  to  say, 
however,  that  while  they  had  reduced  rates,  the  net  premium  finally 
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to  come  to  them  is  larger  than  if  they  lied  not  reduced  the  rates  and 
had  adhered  to  the  usual  way  of  securing  business.  We  have  hereto- 
fore said  in  this  report  that  it  was  the  policy  of  both  the  Commercial 
and  First  National  to  do  away  with  all  agents  in  the  District  of  Colum- 
bia, and  thereby  do  away  with  the  commissions  ordinarily  received 
by  those  agents  and  deal  directly  with  the  poUcyholders. 

By  cuttmg  rates  and  by  doing  away  with  agents'  commissions, 
which  enabled  them  to  successfully  cut  rates,  they  made  themselves 
ineligible  to  become  or  continue  "board"  companies.  We  find  that 
there  are  doing  business  in  the  United  States  many  "board"  compa- 
nies and  a  few  "nonboard"  companies.  A  "board"  company  is  one 
which  binds  itself  to  all  the  rules  and  regulations,  including  rates,  of  a 
board  selected  by  the  various  insurance  companies  to  fix  tlie  rules, 
regulations,  and  rates.  A  "nonboard"  company  is  one  which  refuses 
to  accept  the  "board"  rules,  regulations,  and  rates,  but  does  business 
strictly  upon  its  own  account. 

The  committee,  following  the  directions  of  the  resolution  in  inquir- 
ing into  the  history  of  the  Commercial  and  First  National,  and  the 
organizers  of  these  companies,  find  that  they  have,  through  a  long 
period  of  years,  refused  to  sanction  "board"  methods;  but,  instead, 
have  been  "nonboard"  people.  Because  of  this  there  is  no  sort  of 
question  that  the  "board"  companies,  aided  by  the  "board"  pub- 
hcations,  have  sought  to  put  them  out  of  business;  and  we  are  satis- 
fied that  the  first  motive  which  inspired  this  investigation  was  a  re- 
newal of  that  old  fight,  the  "board"  companies  and  the  "board" 
publications  believing  that  the  increased  valuation  which  was  placed 
upon  the  Southern  Building  would  enable  them  to  fight  under  that 
guise  rather  than  to  come  into  the  open  and  fight  them  because  they 
were  "nonboard"  companies.  Under  this  guise  they  found  at 
Washington  willing  allies  in  the  financiers  who  wish  to  make  money 
for  their  institutions  by  paying  less  tax  than  they  should  pay. 

In  fire  insurance  the  word  "board"  means  nothing  more  and  noth- 
ing less  than  the  word  "trust"  when  applied  to  other  combinations 
in  restraint  of  trade,  while  the  expression  "nonboard"  means 
nothing  more  and  nothing  less  than  "independent"  when  applied  to 
other  business  interests  which  refuse  to  become  members  of  a  trust. 

We  have  hereinbefore  expressed  our  opinion  that  the  contract 
which  authorized  organization  expenses  at  as  much  as  20  per  cent  of 
the  capital  stock  and  surplus  was  too  much  when  viewed  retrospec- 
tively. It  must  be  borne  in  mind,  however,  that  while  the  contract 
fixed  20  per  cent  as  a  maximum  charge  of  organization,  the  orgari- 
ization  was  actually  accomplished  at  14  per  cent.  Whatever  criti- 
cism, therefore,  that  may  now  be  directed  at  the  contract  can  well 
be  directed  toward  it  from  the  retrospective  point  of  view  rather  than 
before,  because  the  maximum  was  held  down  by  the  management  to 
14  per  cent  instead  of  the  20  per  cent  authorized.  This  is  approxi- 
mately near  the  percentage  that  many  of  the  States  have  fixed  as  rea- 
sonable, and  is  below  that  which  is  considered  fair  and  reasonable  by 
at  least  one  of  the  most  prominent  State  inspectors  of  insurance  in 
the  Union,  and  one  who  is  keenest  among  those  who  criticize  this 
organization. 

The  capital  and  surplus  of  the  First  National  is  but  Uttle  less  than 
a  million  dollars.  If  the  ofiicers  in  charge  of  its  affairs,  some  of  whom 
are  members  of  the  corporation  which  conducted  the  organization. 
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were  out  for  loot  and  plunder,  as  has  been  so  freely  charged,  they  could 
just  as  easily  have  charged  the  full  20  per  cent  as  they  did  charge  only 
the  14  per  cent,  because  the  contract  authorized  the  expenditure  of  the 
20  per  cent.  If  those  who  organized  the  company,  together  with  the 
officers  of  the  company,  had  been  in  collusion  or  conspiracy  to  rob 
the  stockholders  tney  could  have  taken  and  divided  among  them- 
selves the  6  per  cent,  which,  under  the  contract,  they  were  entitled 
to  expend,  but  which  they  did  not.  This  6  per  cent  upon  approxi- 
mately $1,000,000  amounts  to  more  than  $50,000.  This  is  but  con- 
clusive proof  that  the  officers  of  these  companies  were  well  looldng 
after  the  interest  of  those  who  had  taken  stock  in  the  companies. 
The  enormous  sum  of  fifty-odd  thousand  dollars  would  be  tempting 
to  any  grafter;  but  it  seems  to  have  held  out  no  temptation  to  the 
men  who  have  these  two  insurance  companies  in  charge.  If  they 
were  "crooked"  they  could  have  made  out  false  vouchers  for  expen- 
ditures which  had  never  been  made,  and  in  that  way  could  have  got- 
ten this  large  amount  of  money. 

The  Commercial  Fire  Insurance  Co.  has  been  criticized  severely 
because  it  paid  dividends  during  the  year  1912.  The  severest  of 
these  criticisms  is  directed  at  the  dividend  which  was  paid  in  July, 
1912,  it  being  charged  that  this  dividend  was  paid  out  of  the  sub- 
scriptions instead  of  out  of  earnings.  Every  one  of  the  accountants 
who  looked  into  the  financial  condition  of  either  or  both  of  these 
companies  agrees  that  on  January  1,  1911,  the  Commercial  had  a 
surplus  of  $35,385.77,  and  nobody  denies  that  that  was  an  earned 
surplus.  During  that  year  the  company  added  to  this  earned  surplus 
$15,222.16,  making  a  total  earned  surplus  on  hand  January  1,  1912, 
of  $50,607.93.  The  next  semiannual  dividend  after  that  date  fell  due 
July  1,  1912,  and  amounted  to  about  $16,000,  which,  as  said,  was 
paid  to  the  stockholders. 

The  committee's  accountant,  in  reporting  on  the  payment  of 
dividends,  said  in  his  report: 

In  considering  the  question  of  dividends  paid,  it  must  be  borne  in  mind  that  these 
dividends  were  declared  in  Jime  and  that  the  full  extent  of  the  losses  discl(j8ed  by 
the  accounts  at  the  end  of  the  year  was  not  known  at  the  time  the  dividend  was 
declared. 

The  insurance  companies  were  asked  by  the  committee  to  submit 
a  list  of  their  stockholders  to  the  committee  for  their  own  informa- 
tion. This  request  was  readily  complied  with,  and  even  the  stubs 
of  the  stock  books  from  which  the  certificates  had  been  taken  were 
submitted.  Before  the  investigation  was  completed,  however,  the 
committee  demanded  of  the  insurance  companies  that  they  furnish  a 
list  of  stockholders,  together  with  their  respective  post-office  addresses 
and  amount  of  holdings,  not  simply  for  the  information  of  the  com- 
mittee, but  that  it  might  be  published  to  all  the  world.  Some  of 
the  committee  did  not  join  in  this  demand,  but  finally  acquiesced 
in  it. 

The  Code  of  Law  for  the  District  of  Columbia  gives  to  the  stock- 
holders as  well  as  every  other  person  who  has  any  sort  of  reasonable 
interest  the  privilege  of  having  fuU  access  to  this  fist.  That  right 
can  be  found  in  the  Code  of  Law  for  the  District  of  Columbia  under 
the  following  sections,  which  read  as  follows : 

Sec.  627.  Stock  book. — It  shall  be  the  duty  of  the  trustees  of  every  corporation 
formed  under  this  subchapter  to  cause  a  book  to  be  kept  by  the  treasurer  or  secretary 
thereof,  containing  the  names  of  all  persons  alphabetically  arranged,  who  are  or  shall 
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■within  six  years  have  been  stockholders  of  such  company,  and  showing  their  place  of 
residence,  the  number  of  shares  of  stock  held  by  them,  respectively,  the  time  when 
they  became  owners  of  such  shares,  and  the  amount  of  stock  actually  paid  in. 

Sec.  628.  Such  book  shall,  during  the  usual  business  hours  of  the  day,  on  every 
business  day,  be  open  for  inspection  of  stockholders  and  creditors  of  the  company 
and  their  personal  representatives,  at  the  oiHce  or  principal  place  of  business  of  such 
company  m  the  District  where  its  business  operations  shall  be  located,  and  any  stock- 
holder, creditor,  or  representative  shall  have  a  right  to  make  extracts  from  such  books. 

The  custodian  of  these  records  for  these  two  insurance  companies 
declined  to  furnish  such  lists  for  that  purpose.  The  committee 
thereupon  m.ade  the  proper  certificate  to  the  Speaker  of  the  House 
of  Representatives  so  that  legal  proceedings  may  be  commenced 
against  this  custodian  in  the  courts  of  the  District  of  Columbia.  We 
deem  it  best  to  warn  the  stockholders  that  such  a  bst  is  desired  by 
some  financial  vultures  for  the  purpose  of  dissatisfying  stockholders, 
and  then  preying  upon  their  dissatisfaction.  As  an  evidence  of  this 
statement,  we  here  insert  a  form  printed  letter  which  was  sent  from 
Syracuse,  N.  Y.,  to  a  man  in  Kentucky. 

Investment  bonds.  Local  mortgages. 

Edward  Lee  Emmons. 

Post-Standard  Building, 

Syracuse,  N.  Y. 

Concerning  your  Commercial- Fire  Insurance  stock: 

About  two  years  ago  the  New  York  State  department  of  insurance  made  an  investi- 
gation of  the  Protective  Corporation.  Later  the  supreme  court  ordered  its  affairs 
liquidated.  In  the  liquidation  you  were  given  stock  in  the  Commercial  Fire  Insur- 
ance Co.  instead  of  cash. 

The  referee's  report  shows  that  the  Commercial  stock  cost  the  Protective  about  |8 
per  share.  The  face  value  of  Commercial  stock  is  $5  per  share  and  on  the  Washington 
Stock  Exchange  it  had  sold  previously  at  or  below  its  face  value  of  $5.  On  this 
basis,  ?5  per  diare,  you  received  only  37^  per  cent  of  your  original  investment,  or 
$7.50  for  what  cost  you  $20. 

This  Commercial  Fire  Insurance  Co.  is  now  being  investigated,  together  with 
Tuttle,  Wightman  &  Dudley  (Inc.),  by  a  special  investigating  committee  of  the 
United  States  House  of  Representatives,  and  with  what  result  no  one  can  at  present 
foresee.  But  it  is  a  significant  fact  that  Tuttle,  Wightman  &  Dudley,  who  were  so 
active  in  the  sale  of  Protective  stock,  are  promoters  of  Commercial  stock  and  are  the 
men  who  have  been  telling  you  that  it  is  worth  |11  per  share.  You  have  doubtless 
received  many  of  their  booklets  and  letters  sent  out  in  an  effort  to  bolster  up  their 
stock. 

The  following  excerpt  is  from  the  Washington  Post's  report  of  the  committee's 
session  of  Friday,  January  3,  1913,  and  is  a  reply  by  A.  M.  Best,  a  New  York  insur- 
ance expert,  to  a  question  from  Representative  Redfield: 

"Is  it  not  true,"  asked  Mr.  Redfield,  "that  if  this  stock  had  been  sold  at  par,  and 
the  building  been,  for  any  reason,  not  quickly  convertible  into  money,  this  company, 
to  meet  its  actual  disbursements  in  those  10  months,  would  have  had  to  go  into  the 
hands  of  a  receiver?" 

"The  figures  which  I  have  just  given  show  that  the  actual  disbursements  exceeded 
the  income,  with  the  exception  of  the  premium  on  the  stock  and  the  increase  by 
adjustment  of  the  book  value  of  the  real  estate,  by  over  1130,000,"  was  the  reply. 

What  value  this  stock  will  have,  as  a  result  of  this  investigation,  no  one  can  tell. 
If  you  desire  to  sell  your  Commercial  shares,  I  can  handle  a  limited  number  on  the 
basis  of  $2  per  share.  You  can  send  properly  indorsed  certificate  with  draft  to  the 
City  Bank,  Syracuse,  N.  Y.,  on  this  basis.  I  reserve  the  right  to  cancel  this  offer 
immediately,  without  notice,  and  return  your  certificate  if  I  can  not  use  it. 
Yours,  very  truly, 

Edward  L.  Emmons. 

January  10,  1913. 

This  letter  was  sent  out  for  the  evident  purpose  of  dissatisfying  that 
stockholder  and  then  buying  his  stock  at  one-fifth  of  the  par  value 
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of  the  stock  and  surplus  paid  in.  It  will  be  seen  that  this  lottor, 
wi'itten  for  the  purpose  of  dissatisfying  stockholders,  was  based  upon 
only  one  question  and  answer  selected  from  all  of  the  2,000  pages  of 
testimony.  It  should  further  be  noticed  that  this  question  was  strictly 
an  hypothetical  one,  and  the  answer  was  in  kind.  It  should  also  be 
noticed  that  this  hypothetical  question  and  answer  were  never  made 
apphcable  to  any  condition  existing  in  the  affairs  of  either  one  of  these 
insurance  companies,  because  both  companies  are  admitted  by  their 
worst  enemies  not  to  be  bankrupt,  but  to  be  perfectly  solvent  instead. 

We  take  this  means  of  unhesitatingly  saying  to  the  stockholders  in 
these  two  companies  that  they  had  better  keep  their  stock  rather  than 
let  it  go  for  a  trifle,  or  even  at  a  significant  sum,  if  not  to  the  allies, 
certainly  to  the  aiders  and  abettors  of  the  persons  who  instigated  the 
warfare  against  these  companies  for  the  purpose  of  destroying  them. 

We  feel  that  it  is  our  duty  to  call  attention  to  the  fact  that  the 
report  signed  by  the  other  members  of  this  committee,  although  those 
members  were  fully  awaro  of  the  nature  of  the  above  letter,  and  that 
it  was  being  sent  out  to  stocldiolders  in  these  two  companies,  and 
being  fully  aware  of  the  financial  condition  of  these  companies,  does 
not  anywhere  state  that  neither  of  the  insurance  companies  has  been 
proven  to  be  bankrupt,  but  instead,  both  are  now  conceded  to  be 
perfectly  solvent. 

In  order  that  the  true  condition  of  these  insurance  companies 
might  be  ascertained,  the  committee  received  all  the  evidence  offered 
pro  and  con,  giving  td  the  investigation  on  this  and  all  other  kindred 
subjects  a  very  wide  range;  and  in  addition  it  employed  on  its  own 
account  the  accountant  firm  of  Price,  Waterhouse  &  Co.  to  inquire 
into  the  condition  of  these  companies,  and  this  was  done  as  of  Decem- 
ber 31,  1912.  As  a  result  of  this  examination,  it  is  shown  in  and  by 
the  report  made  by  Mr.  Ashdown,  of  the  firm  just  mentioned,  which 
is  printed  in  full  in  the  record,  and  basing  the  committee's  findings 
solely  on  that  report,  the  following  is  found  to  be  the  true  condition 
of  tliese  companies  as  of  December  31,  1912: 

A.  The  Commercial  Fire  Insm-anro  (  o.  ha,s,  as  of  that  date: 

In  paid-up  capital S460,  (il9.  41 

In  siirplus .SOI,  659.  96 

B.  The  Firpt  National  Fire  Insurance  Co.  has,  as  of  that  date: 

In  paid-up  capital 488,  287.  .50 

In  surplus 470,  575. .73 

The  above  statement  as  to  the  surplus  of  the  said  insurance  com- 
panies includes  profits  made  by  these  companies  on  the  purchase  of 
the  Southern  Building,  as  shown  by  the  appraisement,  and  if  the 
profits  on  the  building  purchased  were  excluded,  the  condition  of 
these  insurance  companies  would  be  as  follows: 

A.  The  Commercial  Fiie  Insurance  Co.  has.  as  of  Dec.  31,  1912: 

In  paid-up  capital '. $460,  619.  41 

In  surplus 90,  990.  90 

B.  The  First  National  Fire  Insurance  Co.  has,  as  of  Dec.  31,  1912: 

In  paid-up  capital 488,  287.  50 

In  sui-plus -'59,  906.  67 

Regardless,  therefore,  of  whether  a  profit  is  found  to  have  been 
earned  by  the  building  purchase  of  these  companies,  not  only  have 
they  their  respective  capital  stock  unimpaired,  but  besides  have 
each  a  substantial  surplus,  and  to  the  above  should  in  fairness  be 
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added  the  statement  that  no  evidence  has  been  adduced  tending  to 
sjiow  either  a  failure  to  pay  or  delay  in  the  payment  of  a  single  fire 
loss. 

The  final  findings  of  the  undersigned  are  as  follows: 

First.  That  there  can  be  no  serious  criticism  of  the  official  conduct 
of  the  superintendent  of  insurance,  Mr.  Ingham. 

Second.  That  the  valuation  of  $2,000,000  placed  Uf  on  the  Southern 
Building  property  by  the  appraisers  selected  by  Mr.  Ingham  has  been 
fully  vindicated. 

Third.  That  the  financial  condition  of  each  of  the  companies  is 
solvent  beyond  all  sort  of  question,  and  has  never  been  otherwise. 

In  order  that  certain  charges-  and  accusations  made  before  this 
investigation  started  might  not  go  unrefuted  we  make  the  following 
statement : 

When  the  resolution  under  which  we  are  acting  was  prepared,  but 
before  it  was  introduced,  unqualified  representations  were  made  to  the 
Speaker  of  the  House  of  Representatives,  to  the  chairman  of  the 
Committee  on  Eules  (Mr.  Henry),  and  to  the  chairman  of  the  House 
Committee  on  the  District  of  Columbia  (Mr.  Johnson),  as  well  as  to 
Mr.  George,  a  member  of  that  committee,  to  the  effect  that  Tuttle, 
Wightman  &  Dudley  had  been  driven  out  of  the  State  of  New  York; 
that  Justice  Gould  was  being  paid  $5,000  annually  for  the  use  of  his 
name  in  the  selling  of  the  stock  in  these  insurance  companies;  that 
poor  and  ignorant  people  throughout  the  Union  were  being  robbed  by 
them:  that  the  two  said  insurance  companies  were  only  makeshifts 
for  that  purpose,  and  were  not  legitimate  insurance  ccir panics;  that 
there  was  collusion  between  the  superintendent  of  insurance  and  the 
two  said  insurance  companies  for  the  purpose  of  having  the  Southern 
Building  property  appraised  for  more  than  it  was  worth,  and  for  the 
purpose  of  continuing  the  robbing  of  the  poor  and  ignorant;  and  that 
the  said  superintendent  of  insurance  would  be  promptly  dismissed  by 
the  Commissioners  of  the  District  of  Columbia. 

Each  and  every  one  of  these  representations  has  turned  out  to  be 
false. 

As  the  record  will  show,  the  resolution  was  introduced  December 
13,  1912.  All  of  the  above  unfounded  statements  were  made  to  Mr. 
George,  who  almost  immediately  afterwards  became  a  member  of 
the  investigating  committee.  For  more  than  30  days  Mr.  George, 
through  his  own  endeavors  and  efforts  and  through  the  efforts  of  me 
committee  sought  to  learn  all  that  he  could  relative  to  these  charges. 
He  was  not  well  when  he  went  into  the  investigation  and  the  long, 
tedious,  tiresome  hours  and  days  which  he  sat  with  the  committee 
finally  broke  him  down,  and  he  was  compelled  to  seek  restoration  of 
his  health  by  going  to  the  Mediterranean  Sea  coast.  Before  leaving, 
however,  and  after  having  become  satisfied  in  his  own  mind  that  the 
said  charges  had  fallen  flat,  he  left  the  following  letter: 

January  14,  1913. 
Hon.  Ben  Johnson, 

Chairman  Insurance  Investigating  Committee  of  the 

Subcommittee  of  the  District  Committee  of  the 

House  of  Representatives. 
My  Dear  Mr.  Chairman:  Realizing  that  the  arduous  investigation  of  our  com- 
mittee is  nearing  its  close,  I  feel  warranted  in  following  the  orders  of  my  physician  to 
stop  work  and  start  for  the  Mediterranean. 

H.  Kept.  1581,  62-3 4 
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I  have  talked  so  fully  with  you  and  found  myself  so  in  accord  with  you  relative  to 
the  nature  of  the  report  that  you,  as  chairman  of  the  committee,  should  write  that  1 
now  desire  to  authorize  you  to  sign  my  name  under  your  own  when  that  report  shall 
have  been  written. 

Yours,  sincerely,  Henry  George,  Jr. 

In  accordance  with  the  directions  contained  in  the  foregoing  letter, 
Mr.  George's  name  is  signed  to  this  report. 
All  of  which  is  hereby  respectfully  submitted. 

Ben  Johnson,  Ohairman. 

Henry  George,  Jr. 
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